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FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


WEDNESDAY, OCTOBER 10, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS,! 
Washington, D.C. 

The subcommittee met at 10 a. m. in room 1015, New House Office 
Building, Hon. Bill Lantaff, acting chairman of the subcommittee, 
presiding. 

Members of Congress present: Bill Lantaff, acting chairman; 
Herbert C. Bonner, Cecil M. Harden, Charles B. Brownson, Thomas 
B. Curtis, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; and Ray Ward, Bureau of the Budget. 

Mr. Lantarr. The subcommittee will come to order. 

Mr. Kennedy, in what order are we proceeding this morning ? 

Mr. Kennepy. Mr. McFall, Assistant Secretary of State for Con- 
gressional Affairs, will present the members of the State Department. 
It might serve to have a brief introduction, and identify each of them 
for the record. 


STATEMENT OF JACK K. McFALL, ASSISTANT SECRETARY FOR 
CONGRESSIONAL RELATIONS, DEPARTMENT OF STATE 


Mr. McFatuu. Mr. Chairman, thank you. I am not quite clear as 
to what method you want to follow. Whatever way you want is the 
way we want to do it. 

We have here this morning a group of men who have come up 
equipped to brief you on the matter of the political problems that you 
will be confronted with, when you visit these various areas you are 
planning to visit. 

If it is agreeable to you as a matter of procedure, I might suggest 
that we perhaps take each one of these areas, with the men who are 
here, and let them give you as brief or as long a discussion as you 
would like of the political problems that are involved, reserving until 
after that type of briefing the more detailed analysis you will want 
to make of the specific matters you are interested in by way of projects. 

If that is agreeable, we will proceed ; or, if you have any other sug- 
gestions, we will proceed as you wish. 


# Name changed to Committee on Government Operations, July 4, 1952. 
Norr.—Asterisks denote classified material deleted for security reasons. 
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Mr. LanrarF. In connection with the mission of the subcommittee, 
Mr. Kennedy, I was just glancing quickly through this memorandum 
to see if there was any reference to our interest in the MDAP program 
from the standpoint of return of equipment in the form of scrap iron, 
when it had served its usefulness. I did not see any reference to it. 

Mr. Warp. That is not specifically in there, Congressman. 

Mr. Lantarr. Do you think it should be? 

Mr. Warp. Yes; I think it should be. 

Mr. Lantarr. The reason I brought that up, Mr. McFall, is that 
such a problem is within the jurisdiction of this subcommittee. 

Mr. McF atu. Yes, sir. 

Mr. Lantarr. And it is a problem that is taking us into two or 
three countries. That is the interest of this subcommittee in the 
MDAP program from the standpoint of an amendment which we 
put in that bill providing that, when equipment had served its eco- 
nomic usefulness, rather than the country disposing of il, it would 
be returned to the United States for scrap metal. 

Mr. McF att. Yes, sir. 

Mr. Lantarr. That is our interest in some of these countries where 
we intend to confer with our military missions. I thought you might 
like to have that in mind during these briefings. 

Mr. McFatt. Fine. 

Mr. Lantarr. Suppose you proceed as you wish. 

Mr. McFaut. All right, Mr. Chairman. 

I understand you have made arrangements for the ECA to come u 
themselves individually; so, I will not be concerned with that this 
morning. 

If it would be agreeable to the subcommittee, I am sure that these 

entlemen who are here want to give everything without reserve, and 
if they might have the liberty, when they feel that there are matters 
of security and confidence involved, might they ask that they be per- 
mitted to speak off the record. 

Mr. Lantar¥r. That is very good. If you will let us know, we will 
caution the reporter. 

Mr. McFauu. First, I would like to present Mr. Leonard §S. Tyson, 
the officer in charge of economic affairs in the Philippines and South- 
east Asian Affairs. 

I can give them individually, or I can give you the list now. 

Mr. Lantarr. Proceed as you wish. 

Mr. McFaw. I am advised that he is acting officer in charge. 


STATEMENT OF LEONARD S. TYSON, ACTING OFFICER IN CHARGE 
OF ECONOMIC AFFAIRS IN THE OFFICE OF PHILIPPINES AND 
SOUTHEAST ASIAN AFFAIRS 


Mr. Tyson. With your permission, perhaps I should ‘rst address 
myself to the Philippines. : 


THE PHILIPPINES 


By and large, the situation in the Philippines is infinitely improved 
over what it had been about a year and a half ago. At that time, as 
you gentlemen may be aware, there had been a very serious economic 
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crisis in the Philippines which had threatened not only the economic 
well-being of the Wisliediacs but even its political stability. 

The United States moved forward on two lines to support the politi- 
cal economic stability of the Philippines. The United States addresses 
itself to both the military and economic problems. So far as the mili- 
tary problem was concerned, which, of course, was the most immediate 
threat, it was that of the Hukbalahap, a Communist-led movement, 
which originally arose in central Luzon. 

The United States, as a result of the authority provided in the Inde- 
pendence Act and in the Military Bases Agreement of 1947, undertook 
to both supply and train the Philippine Army in order to maintain 
domestic political tranquillity. Ramon Magsaysay, who came in as 
Secretary of Defense about a year ago, reshuflled the military high 
command and has done an admirable job. 


HUK MOVEMENT BROKEN 


As a result of the reshuffling in the high command and as a result of 
the United States aid under the base agreement and the MDAP, we 
believe that the military backbone of the Huk movement has been 
broken. It has been almost a spectacular achievement. New blood was 
— into the Philippine military. They have done an admirable 

ob. 


It will, of course, take several years, peepably, to completely mop 
up the various Huk fragments that still exist. You will find there are 
fairly large fragments, by the way. I do not want to overstate the 
case. However, I believe you will find, if any of you have been in 
the Philippines in the last several years, a new fooling of hope and 
well-being stemming in large measure from the success of the Philip- 
pine military against the Huk movement. That is good news to 
report. 
ECONOMIC ORISIS OF 1950 


On the economic side, the crisis—and it was a very severe crisis 
indeed—of 1950, has been successfully weathered. At that time the 
Philippine Government budget was seriously overdrawn. The 
drawings upon their Central Bank had gone up to the point of peril. 
They found that they did not have sufficient funds to pay their 
tethers. and the Rarlsts went unpaid. It seemed quite likely that 
there would not be sufficient funds to pay the military. All of you, 
I am sure, can appreciate the possible implications of that. 

All of this was despite the fact that the United States had given a 
rather considerable amount of economic assistance to the Philippines 
in the past. If you wish I can elaborate on that. But, nonetheless, 
this time, rather than to simply make another grant to the Philippines 
a new approach, was taken. I think it is an economic landmark, inso- 
far as our relations with the Philippines and perhaps with other 
countries are concerned. The new approach was established as a 
result of the Bell mission. 


BELL MISSION TO PHILIPPINES 


The President sent the Honorable Daniel Bell out there as head 
of the United States Economic Survey Mission. They performed an 
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admirable job in diagnosing what was wrong with the Philippines and 
in prescribing the remedies. 

The Bell report was a very tough one, which called a spade a spade. 

Then Mr. Foster went to the Philippines and signed an agreement 
with the Philippines President Quirino, which in effect sanctified the 
broad recommendations of the Bell mission, but pulled out of the 
Bell Mission recommendations three steps which the Philippine Gov- 
ernment must first take before the United States would consider offer- 
ing any additional help. In other words, “You must put your own 
house in order first.” 

The first of these steps was rather extremely significant. I am sure 
you gentlemen will fully appreciate it. That was that the Philip- 
pine Government should increase its tax revenues by almost 75 per- 
cent. That is an extremely heavy charge for any government to 
undertake. 

The next step was a Minimum Wage Act. That was designed to 
try to undercut some of the legitimate bases for agrarian discontent 
and industrial discontent. No underdeveloped country in the Far 
East, such as the Philippines, had ever had an effective minimum- 
wage law before. 


IMPROVEMENTS IN PHILIPPINE ECONOMY 


The third step was a joint resolution by the Philippine Congress 
to agree to implement through congressional legislation the broad 
recommendations for economic development and social well-being as 
laid down by the Bell mission. The response of the Philippine Gov- 
ernment could not have been better. Within, I believe, 4 or 5 months 
each one of these requirements has been met. As a result, at the pres- 
ent time it looks as though the Philippine tax revenues will be almost 
twice the level that they had been in 1949-50. The results of this have 
indeed surpassed the fondest expectations of almost everyone. They 
rapidly passed a minimum-wage law which covers 4,000,000 wage 
earners. That is a pretty good start, when you consider that the total 
population of the Philippines, including all the men, women, and 
children, is only around 19 million. They also passed the joint resolu- 
tion that was called for. 

As a result of the improvement in the economic situation, as I 
have mentioned, and the tax revenues, which have gone up markedly, 
conditions have vastly improved. By July of this year their foreign- 
exchange reserve had risen by almost 40 percent above the level that 
it had reached at the end of 1949. I can check that for you for the 
record. 

There has been a marked improvement in the Philippines which 
I believe any and all of you will be able to sense, compared to the 
general feeling of despair that existed there perhaps a year and a half 
ago. 

“There will be a congressional election in the Philippines during 
November. If you are there I think it would be an experience for you 
to watch. 

(Discussion off the record.) 

Mr. LanraFr. What is the nature of their Government now? 
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GOVERNMENT SET-UP IN PHILIPPINES 


Mr. Tyson. It directly parallels that of the United States, but prov- 
inces do not have the authority of States, but it is a bicameral legisla- 
ture with a President, Vice President, and a Cabinet. 

Mr. Lantarr. What governments exist in the provinces? 

Mr. Tyson. There are provincial governments and provincial gov- 
ernors as well. They have a fair amount of autonomy, but they do 
not have all the perogaties of our States. 

Mr. Lanrarr. How may members are there in the House and 
Senate? 

Mr. Tyson. Iam not sure. I am not a political officer. If I may I 
will supply that. 

[ Note: One hundred in the House and 24 in the Senate. ] 

Mr. Lanrarr. You mentioned a moment ago that the Philippine 
Army was somewhat rehabilitated because of the training we had 
ep those forces and because of the supplies and equipment we 

ad sent to the Philippine Army. I think that phase of your briefing 
is of especial interest to this particular subcommittee. 

Do you know whether or not any of the military equipment that 
we left in the Philipines and gave to the Philippine Government was 
utilized by the Philippine Government in connection with rebuilding 
this army, or did we ship new supplies out there ? 


$100 MILLION VALUE OF SURPLUS TRANSFERRED 


Mr. Tyson. Thanks to congressional foresight, the provision was 
included in the Philippine Rehabilitation Act of 1946 transferring 
in effect almost all the surplus to the Philippines as a grant. It was 
estimated at $100 million of fair value. 

The settlement on that was on the generous side. Do not take this 
as a fact, but only as an indication of the magnitude: I think it was 
around 12 cents on the dollar on the basis of original cost. 

Mr. Lantarr. The point I am making is this: In connection with 
the surplus property which we gave the Philippine Government, 
evidence developed by this committee indicates that the Philippine 
Government has sold that equipment to American surplus-property 
dealers who in turn have brought that equipment back to this country 
and have sold some of it back to our own military departments, to the 
United States Government. 

The thing I desired to determine was whether or not in connection 
with resupplying this new Philippine Army, the Philippine Govern- 
ment was required to utilize that equipment, or whether or not they 
are still selling on the surplus market supplies and equipment that we 
are giving to them, and getting new equipment in from us all the time. 
Is there a bottomless pit there where we are supplying military goods 
and they are channeling some of it out to the surplus-property 
markets? 

Mr. Tyson. Let me be quite frank with you, sir. If I were to an- 
swer your question it would be simple speculation. Mr. John Melby 
handles the military aspects of the program for southeast Asia. 

Mr. Lantarr. Is Mr. Melby here this morning, Mr. McFall? 

Mr. McFatu. No, he is not. We will certainly see that he comes. 
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Mr. Brownson. Mr. Chairman ? 

Mr. Tyson. I could elaborate on that a little bit, but Mr. Melby 
certainly is the expert. The $100,000,000 surplus property transfer 
was authorized by the Philippine Rehabilitation Act of 1946. Subse- 
quent shipments of military supplies have been under MDAP. Our 
agreement with them provides that none of this can be disposed of 
without our consent. 

Mr. Lantarr. Good. Did you have a question, Mr. Brownson? 

Mr. Brownson. Yes. I would like to ask this: On whom do the 
Philippines depend for the manufacture of metal products? Do they 
have any steel mills in the Philippines at all? 

Mr. Tyson. No, sir. 

Mr. Brownson. Where do they get their steel products customarily ¢ 

Mr. Tyson. Primarily from the United States and Japan. 

Mr. Brownson. Do you know anything about where the scrap that 
develops in the Philippines has been flowing? Has it been flowing 
into Japan? 

PHILIPPINE EMBARGO ON SCRAP 


Mr. Tyson. For the most part the scrap has not been flowing any- 
where. The Philippines through an executive order have placed in 
effect an embargo on all scrap. tt cannot flow anywhere. 

The first exemption to this scrap order was just obtained. We have 
been asking the Philippine Government to lift this embargo on scrap. 
Now there have been, it appears, two exemptions. 

Well, I think the two exemptions taken together would probably 
amount to something like 30,000 tons of scrap. 

Now, the only one of these two exemptions which has been really 
pre up is the Abelow case. The name may ring the bell for some 
of you. 

Mr. Lantarr. It does not with me. 

Mr. Tyson. The Philippine Government has now granted an export 
license for 20,000 tons of scrap for export either to the United States 
or to Japan. 

Mr. Lantarr. What do you mean by “either”? 

Mr. Tyson. The Philippine Government has authorized the ex- 
porter to export this scrap to either the United States or Japan, so far 
as they are concerned. Presumably, then, the oe will flow to the 
higher market. At the present time it appears that the price for 
steel scrap is higher in Japan than in the United States. 

However, it is also true that Japan needs scrap, too. 

Mr. Lantarr. Do you know what the Philippines plan to do insofar 
as the balance of their scrap is concerned ? 

Mr. Tyson. Well, there is a great deal of domestic political prestige 
attaching to keeping so much of the scrap in the Philippines, in the 
hopes eventually of having sufficient scrap to develop their own iron 
and steel industry. We hope that the embargo will be lifted rather 
soon. AsI say, we now have the first major exception to this general 
rule. 

Mr. Lantarr. It will take them several years to build up their own 
steel industry. 

Mr. Tyson. Yes, indeed. As a matter of fact, there is nothing in 
the immediate future so far as a steel mill is concerned. 
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UNITED STATES STEEL EXPORTS TO PHILIPPINES 


Mr. Lantarr. How much finished steel are we exporting? 

Mr. Trson. To the Philippines? 

Mr. Lantarr. Yes. 

Mr. Tyson. I will be glad to look that up for you, sir. I do not 
recall the figure. 


[ Norr.—Steel exports to the rea! ang” in 1949, 113,000 short tons; 
1950, 70,000 short tons; 1951, (6 months) , 25,000 short tons. ] 


Mr. Lantarr. Are we negotiating now with the Philippines with 
reference to trying to get scrap steel back here? 

Mr. Tyson. There have been quite a number of negotiations, but, 
of course, they have been foreclosed by the Philippine order placing an 
embargo on all scrap. 

Mr. Lantarr. Have we been negotiating with them to lift that em- 
bargo to permit our business people to export ? 

Mr. Tyson. Indeed we have, but so far not successfully except, as I 
say, that we now have this first exception. 

Mr. LantraFr. What is the reason for our being unsuccessful ? 

Mr. Tyson. Sometimes it is very difficult to move a foreign govern- 
ment. I believe it is principally a matter of political difficulty for 
the Philippine Government to be able to let this go through. 

Mr. Brownson. Do they have any coal in the Philippines? 

Mr. Tyson. No coal that they could use for an iron and steel indus- 
try. 
Mir. Brownson. In other words, this thing is kind of a visionary 
rogram that they are developing for political advantage, rather than 
eing predicated too much on reelityt 


SCRAP SITUATION IN PHILIPPINES 


Mr. Tyson. No one knows exactly how much scrap is in the Philip- 
pines now. One of the best estimates we have had is that there are 
around 150,000 tons. 

a Lantarr. Indications are that there is still considerable sur- 
us. 
; Mr. Tyson. Much of this, by the way, is not readily available. 
Most of it consists of hulls at the bottoms of various bays, such as 
San Fernando Bay and Subic Bay. It would really take a major 
job to recover it. 

Mr. Lantarr. Indications are that there is still considerable sur- 
plus around the Philippines. It is our understanding that is is out 
in the jungles, covered up with growth and infested with all sorts 
of poisonous snakes, and that is is very difficult to get to and get out, 
but in view of the fact that we have given that to the Philippine 
Government would it be feasible to negotiate with them for the 
return of that steel to us in return for our furnishing them with 
supplies and equipment? 

Mr. Tyson. Most of the scrap in fact consists of derelicts left 
over from World War II. 

Mr. Lanrarr. Well, there are all those trucks and spare parts. Un- 
less all the trucks have been sold there are a lot of trucks and spare 
parts. 
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Mr. Tyson. You mean the $100 million transfer ? 

; a Lantarr. That is right. Do you know how much of that is 
eft ? 

Mr. Tyson. No,I donot. I would be glad to try to find out for you. 

Mr. Lantarr. I would like to know how much of that scrap is left, 
and where it is. 

Mr. Lantarr. I say scrap, but I mean the trucks and spare parts 
and all of this military equipment. 

Mr. Tyson. Salvage scrap. 

Mr. Lantarr. They sold a lot to Green Brothers, I believe. 

Mr. Tyson. Our best estimate of the total scrap available in the 
Philippines is, as I mentioned before, around 150,000 tons. 

Mr. Brownson. I thought you said 300,000 tons on your first figure ? 

Mr. Tyson. If I did I believe I made a mistake. I checked that 
figure just before came. It is 150,000. If I said 300,000 I am sorry. 

Mr. Lanrarr. Twenty thousand tons of it they have issued export 
licenses for shipment either to Japan or to the United States. 

Mr. Tyson. That is right. We believe that if this is successful it 
will be a very major break in this policy, and will be a satisfactory 
precedent. As I say, of this 150,000 tons most of it, however, is in 
oe — high-cost scrap, because it consists of hulls at the bottom 
of the bay. 

Mr. as ste What is the extent of our economic aid to the Philip- 
pines this year in comparison with last year? The items that we have 
in the appropriation bill, of course, were round figures applicable to a 
general area. 

Mr. Tyson. Yes. 

Mr. Lantarr. I do not recall that they were broken down in specific 
figures insofar as the Philippinegare concerned. I believe it was for 
Southeast Asia. 


ECONOMIC AID TO PHILIPPINES 


Mr. Tyson. Last year I believe the figure was in fact $15 million 
for economic aid. This year I believe, on a basis of the most recent 
status of the legislation, it would be between $32 million and $35 mil- 
lion ; and it will probably be closer to $32 million. 

Mr. Lantarr. If their economy has been bolstered and is improving 
and stabilizing, what is the reason for the substantial increase from last 
year to this year? 

Mr. Tyson. That is a good question. In fact, I think it is the most 
penetrating question that could be asked about our entire economic 

icture in the Philippines, and our entire economic policy toward the 
hilippines. 

You may recall that I did mention the extreme crisis that the Philip- 
ines had faced a year and a half ago, and the fact that the crisis has 
een weathered. By that, however, I did not mean to imply that the 

Philippines are now on a really sound basis. The Philippine economy, 
for all practical purposes, is still in a very, very weak position inter- 
nationally. 

The Philippine sugar has not come back into production to much 
more than half the prewar level. Sugar was its principal export 
before the war. It is living now, and its own earnings are accruing 
largely from, copra, which used to be either the second or third most 
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important export of the Philippines, and the fact is that copra now 
commands a very high price in the world market. 

The other parts of the Philippine economy, the export crops, have 
not come back. Abaca has not come back substantially, which used to 
be one of the most important single products. Gold, as is true for most 
of the world, has been languishing because of the official price of gold. 

The Philippines, first of all, if they are to be able to maintain a 
standard of living anywhere approximating the present leve! and 
are to face the realities of subsequent shifts in the world economy, 
which will include a possible decline in the price of copra and also 
the increasing tariffs which will begin under the Bell Trade Act in 
1954, will have to work very hard. 


ECONOMIC RELATION TO UNITED STATES 


Up to now the Philippine economy has been almost entirely geared 
to that of the United States. That goes back to the days of the com- 
monwealth government, during the time it was a territory. It was, 
for all practical purposes, economically an adjunct of the United 
States buying from the United States and exporting to the United 
States. The Bell Trade Act gave them free entry of all their com- 
modities until 1954, after which the tariffs will gradually begin in- 
creasing. Philippine sugar is extremely high-cost sugar. It cannot 
compete with Cuban sugar, for example. 

Mr. Curtis. Is that the wage which does that ? 

Mr. Tyson. No. It is a combination of the technology, of the soil 
itself, and management. It is not, we believe, the wage rate. 

There will have to be a rather severe adjustment. The Philippines 
have been able to maintain their standard of living. As a matter of 
fact, recently it has been as high as it ever has been before, but that 
has been a result of living off the United States direct grants and loans 
and very large United States Government expenditures in terms of 
purchase of services in the Philippines. When this ends the Philip- 
pines must find new export industries in order to make up the gap. 

Since the war the general pattern of the Philippines has been that 
they have earned through their own exports about half of their total 
receipts, the other half in large measure being made up of United 
States grants, loans, and purchase of services. Our total United States 
expenditures through the last year were almost $2,000,000,000. Of 
that amount only around $150,000,000 could be regarded as true grants 
or loans. The rest of it was really the purchase of services, such as 
the Veterans’ Administration, back pay to guerrillas, and so on. 

Mr. Lantarr. Could you furnish the subcommittee with the con- 
clusions of the Bell report? The report is rather voluminous, as I 
recall it. 

Mr. Tyson. It is about so thick [indicating]. I would say it is 
around 145 pages. 

Mr. Lantarr. It might be a good idea to furnish the report. 

Mr. Tyson. I would be glad to. 

Mr. Lantarr. It would be helpful to take with us. 

Mr. McFauy. Mr. Chairman, might I suggest that the subcommittee 
might well be interested in what our present thinking is—admittedly 
it is not firm yet—as to the measure of relief and the aid that is going 
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to be given out of this pending bill with respect to the Philippines? 
I assume you would not want that on the record, because we do not 
want to freeze ourselves in terms of positions, but I think you might 
be given briefly how we think we should move with reference to these 
aid funds. 

Mr. Lantarr. Of course, it is of interest to us, but is it of interest in 
connection with our investigation ? 

Mr. Bonner. All of these things are interesting, but does it go 
beyond the field into which we are looking? It is an international 
problem of the State Department and the Foreign Affairs Committee. 
We are going into the expenditures of the armed services. Does it 
deal with that? 

Mr. Tyson. No, sir. 

Mr. Rozack. Mr. Chairman, may I make a suggestion ? 

In the report of the ECA it is indicated that part of a program of 
$15 million had been allocated for Philippine assistance, and certain 
things were being pont to be imported, including things like 
spare parts for trucks and vehicles. That would raise a question, Mr. 
Lantaff, as to whether there is any integration between the import of 
materials of that type and the releasing of those things through sur- 
plus property channels. 

Mr. Tyson. I believe that there is an embargo on the release of the 
material, on the export of that type of equipment in the Philippines 
now. Somebody here has been food enough to pass me a note telling 
me something I should know: That it is Public Law 613. I do not 
know to whom I am indebted. I did not carry the number of the law 
in my head. 

Mr. Lanrarr. I have no further questions with reference to the 
Philippines. 

Mr. Tyson. That is the Philippine Public Law 613. I will be glad 
to supply you with a copy. 

Mr. Lantarr. What does that have to do with, exporting? 

Mr. Tyson. The exporting of surplus property. 

Mr. Lantarr. Yes; I think we ought to have that. We would like 
to have at least a brief of that law, because a good part of our investi- 
gation has involved exports out of the Philippines back into this 
country. If you could just give us a brief of that law it would be fine. 

(The document referred to appears on p. 253.) 

Mr. Txson. Would you gentlemen also like to have a copy of the 
Executive order placing the embargo on scrap? 

Mr. Lantarr. Yes. 

Mr. Tyson. I would be glad to send it in. 

(The material referred to appears on p. 254.) 

Mr. Lantarr. Fine. Mr. Brownson, have you any other questions? 

Mr. Brownsopy. I have no questions on the Philippines. 

Mr. Lantarr. Excuse me. Mr. Bonner? 

Mr. Bonner. No. 

Mr. Lantarr. Mrs. Harden ? 

Mrs. Harpen. No. My questions were answered. 

Mr. Lantarr. Mr. Curtis? 

Mr. Corts. Yes. 

This scrap you are referring to, is that steel, or does that include all 
metal scrap ? 
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Mr. Tyson. It is primarily steel. 

Mr. Curtis. How about aluminum? I am particularly concerned 
with aluminum. 

Mr. Tyson. I believe there is just about no aluminum. You mean 
the embargo? 

Mr. Curtis. Yes. 

Mr. Tyson. The embargo for all practical purposes is on the steel. 

Mr. Curtis. Do you know whether or not they did haul out a lot 
of aluminum scrap? There was a great deal of aluminum scrap avail- 
able at the end of the war. Whether or not that is still there is a very 
interesting question. 

Mr. Tyson. I think you will find that true businessmen of every na- 
tionality, primarily those of the United States, took advantage of that 
sera 

r. Curtis. I hope so. So far as you know, has there ever been a 
survey made? You indicated that no one really knew how much ma- 
terial, scrap or otherwise, was over there. 

Mr. Tyson. There have been rather good estimates made by people 
who are experts on steel and steel scrap. 

Mr. Curtis. I am talking about aluminum now. 

Mr. Tyson. Oh, aluminum. Not that I know of. 

Mr. Curtis. Aluminum is equally critical here, and that would be a 
good source of secondary aluminum. 


AMERICAN INVESTMENT IN PHILIPPINES 


Mr. Tyson. Yes. Of course, you will find one thing in the Philip- 
pines which will be certainly heartening as compared to the other 
countries in the Far East, and that is that we have a very large and 
very active American commercial community there. You will find 
them from the northernmost tip of Luzon down to the bottom at 
Davao. If you have a chance you might want to go to Davao. It is 
really a frontier. 

Mr. Curtis. In other words, there is a great deal of private Ameri- 
‘an capital still in the Philippines, and continuing to come into the 
Philippines? Would you say that is true, particularly as to the sec- 
ond part? Is it still continuing to come in? 

Mr. Tyson. Yes. There is a really healthy and lively interest of 
American investment in the Philippines. It is not on a large scale, to 
be sure, but that is equally true for practically all the rest of the world, 
except perhaps Canada and the petroleum countries. 

Mr. Cae. Is there any estimate made of the amount of private 
capital in the Philippines now, and what has been coming in over the 
past few years? ; 

I might preface that by saying that I have heard some very disturb- 
ing figures about the lack of private capital going i: o Europe. There 
is a question in my mind as to whether or not the fact that Govern- 
ment funds go into a country, which are much easier funds to pick up, 
does not in a competitive way keep private capital from going in. 
That is why I asked, of course. 

94756—52——-3 
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Mr. Tyson. I hope you will not mind if I answer your question 
with another question. 

Mr. Curtis. All right. 

Mr. Tyson. That is: Whether or not it is not a common phenom- 
enon now for the entire world that there just is not a large volume of 
private American investment flowing out of the United States any- 
where, except, perhaps, to Canada and except also for the petroleum 
countries. 

Mr. Curtis. Yes. I suspect so. That gets back to the question of 
whether or not it might be the easy Federal funds that have been 
made available all over the world, Government funds, with which the 
private capital funds cannot compete. 

Mr. Tyson. It is also true, though, that that would operate 

Mr. Lanrarr. I do not want to get into a debate. 

Mr. Tyson. It is a very interesting point. 

Mr. Curtis. Do you have the figures on private capital investment 
of Americans in the Philippines? 

Mr. Tyson. We can give you an estimate. We can give you our 
most recent estimate. We made one, I believe, around 8 or 9 months 
ago. As you almost certainly know, the last survey of the United 
States private investment, the last survey published, was one made 
by the Treasury in 1944, on the basis of United States investment all 
over the world as of 1940. 

Now, at the present time, and partly at our request—although I 
do not want to have the State Department take the credit for it; the 
Commerce Department deserves that—they are now undertaking a 
new survey which will mean for the first time since the war that we 
will have new figures and relatively current figures on the amount of 
United States investment in each of the countries throughout the 
world. Otherwise, in fact, we really have to rely on newspaper re- 
perts or on the courtesy of some of the private investors coming into 
the Embassy or the Department and telling us what their plans are. 
Very often they do not do so. There is no compulsion. 

Mr. Curtis. You say that 4 million people are under the minimum- 
wage law. The Philippine economy is essentially agricultural; is 
it not? 

Mr. Tyson. That is correct. 

Mr. Curtis. Industry is just a small amount. These 4 million, I 
presume, will be largely agricultural workers. 

Mr. Tyson. I cannot give you the exact percentage. I did not 
bring that figure along. 

Mr. Curtis. I was just trying to get an idea. 

Mr. Tyson. Yes; it is. 

M1. Curtis. Do you know, or is there any estimate, what the United 
States payroll in the Philippines is? ’ 

Mr. Tyson. I can get that for you. 

Mr. Lanrarr. Mr. Curtis, I do not want to interrupt, but what is 
the interest of this particular subcommittee in that, as it relates to our 
job in the Philippines? Is it of interest ? 

Mr. Curtis. Yes; it is to me anyway. 

Mr. LantarF. What? 

Mr. Curtis. I will skip the question. 
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Mr. LantarF. I just do not want to use this for a fishing expedition 
for foreign policy. 

Mr. Curtis. This is not a fishing expedition. I am interested from 
the standpoint, possibly not of this subcomittee but of the Lanham 
subcommittee on our overseas administration. 

Mr. LantaFr. They are not going with us and I do not see any 
sense of taking the time of this subcommittee for that. 

Mr. Curtis. If the subcommittee does not want to do it that is all 
right. I just had those general questions. 

Mr. Lantarr. I do not mean to cut you off, but we do have a lot to 
cover, . 

Mr. Curtis. I wish you would answer that one question. Do you 
have any figures on that? 

Mr. ‘Tyson. I think I could try to supply you with our best estimate. 

Mr. Curtis. All right. 

Mr. Tyson. I assume that you would not want the military included 
there. We have no figures. 

Mr. Curtis. I guess that is where they got most of it. 

Mr. Tyson. Yes. So far as the civilian agencies are concerned they 
are primarily the ECA and the Veterans’ Administration. There 
is a very large Veterans’ Administration staff there. 

Mr. Curtis. Yes. Whatever figures you have I would like to get 
them, if I may. 

|Norr—There were approximately 748 persons on the United 
States Government payro!l in the Plilipp nes, exelus.ve of miliary 
personnel, as of August 31, 1951. | 

Mr. Lanvarr. Mr. Meader, do you have any questions / 

Mr. Meaper. No. 

Mr. Lantarr. What other areas do you have in your jurisdiction / 
Do you have Singapore ? 

Mr. Tyson. Yes, sir. 

Mr. Lanrarr. Can you give us a quick run-down on that area? We 
are going to Singapore, in connection with this trip we are also 
studying the British supply system. We understand that Singapore 
is the end of the pipeline insofar as the British supply system is con- 
cerned. The committee will look at the end of our pipeline in Pusan. 
That is our only interest in Singapore. 

Mr. Tyson. The pipeline obviously does extend for some purposes 
through to Hong Kong. 

Mr. Lantarr. Yes. 

_ Mr. Tyson. I assume that when you speak of Singapore you are 
interested in Singapore as well as the Federation of Malaya, or all 
Malaya. : 

Mr. Lantarr. Essentially I think it is Singapore. 

Mr. Tyson. I can answer your question very, very simply, if any 
of you gentlemen have read Graham Green’s very fascinating and 
quite accurate story in Life magazine about a month ago on Malaya. 
It is, as Graham Green can write, very interesting reading. His re- 
port is sound. He gives a very vivid statement of conditions in 
Malaya itself. 

Mr. Bonner. Does that deal with the Ministry of Supply and the 
activities of the British Government in supplying the armed services? 
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Mr. Tyson. It deals primarily, insofar as what I think you would 
be interested in, with the present military difficulties of the British 
in trying to maintain order there. He also brings in how the entire 
economy of Malaya is affected by the widespread open Communist 
guerrilla warfare which the British have on their hands in Malaya. 
Thus, they too are fighting the Communist forces. 

Mr. Bonner. Just make a note of that. 

Mr. Rosacx. We will have copies of the article sent over from the 
Library. We can get them photostated. 

Mr. Lantarr. Would you get those, please? 

Mr. Ropack. Yes. : 

Mr. Tyson. The British effort there has been great. I cannot give 
you anv offhand figures. I did not realize that you wanted that. 

Mr. Lantarr. What is the nature of the British interest in Singa- 
pore, or their control ? 
SINGAPORE AND MALAYA 


Mr. Tyson. Singapore, is a Crown colony. Singapore, as you 
know, is largely urban. It is for all practical purposes a city. There 
is, of course, some hinterland with a little bit of truck gardening, 
rubber growing, and dairying out in the peripheral northern part of 
the island. 

Singapore is the major port. For example, about two-thirds of 
Indonesia’s rubber moves through Singapore. It also serves as a col- 
lection and distribution point for commodities—by the way, Amer- 
ican commodities, Japanese commodities, and British commodities. 
Many of these move through Singapore and are distributed through 
the mercantile establishments in Singapore to the rest of the Far East. 
It is a commercial nerve center. 

Malaya itself lives on rubber and tin. I think while you are there, 
though I do not know when you will be there, your visit may coincide 
with a special United States mission to Malaya which the Malayan 
Government has requested to familiarize the United States Govern- 
ment with the conditions of Malayan tin production. 

Mr. Lantarr. Our interest there, Mr. McFall, is to see the British 
and to check with the British on their supply activities there. 

Mr. McF atu. Indeed. 

Mr. Bonner. National defense. 

Mr. McF aut. Very well, sir. 

Mr. Bonner. Does this gentleman cover Okinawa or Japan? 

Mr. Tyson. No, sir. 

Mr. Bonner. They are the ones we want. Thank you, sir. 

Mr. Ropack. Mr. Chairman, may I make a suggestion in con- 
nection with the material that he give the committee a summary of 
American aid to the Philippines in the postwar years and also the 
current program, and the statutory references. 

Mr. Bonner. In the digest ? 

Mr. Rorack. Yes, sir. In the material he will submit. 

Mr. Tyson. I can send you a single-page tabulation of United 
States aid. (See p. 243.) 

Mr. Rorack. That would be all right. 

Mr. Bonner. Thank you, sir. 

Mr. Tyson. Thank you very much. 
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Mr. Lantarr. Thank you. 

Mr. Warp. Mr. Chairman, may I make a suggestion, also? 

The people from GSA are going to be here and will talk about the 
critical and strategic materials program, which impinges upon the 
statement that this gentleman made about this mission going over to 
Malaya. I think you will want to find out quite a little about the 
price that we are paying for tin. 

Mr. Lantrarr. Mr. McFall? 

Mr. McFaiu. The next witness is Mr. Noel Hemmendinger, the offi- 
cer in charge of economic affairs for Northeast Asia. That will take 
in Japan and Korea and that general area. 


STATEMENT OF NOEL HEMMENDINGER, OFFICER IN CHARGE OF 
ECONOMIC AFFAIRS FOR NORTHEAST ASIA, DEPARTMENT OF 


STATE 


Mr. Hemmenpincer. Mr. Chairman and gentlemen, I will try to 
be very brief so that you can direct your questions on the areas of 
special interest. 

JAPANESE PEACE TREATY 


First of all, on Japan, you all know that a treaty of peace has been 
signed just recently which we think is a major accomplishment in 
our policy. It now brings us face to face on both the Japanese and 
United States side with a whole series of other questions on which 
a lot of thinking has been had but on which policy has not been firmed 
up. 

The Japanese are going before the Diet this month for ratification 
of the treaty and the attendant security pact. 

You may recall that that is a very brief instrument which does not 
tell us very much about the terms on which the United States forces 
are to stay in Japan, the amount of such forces, or any of the other 
really significant facts. There are matters of considerable importance, 
and attention is being given to the Japanese public opinion on the 
question right now. While support for the treaty is extremely gen- 
eral, there is a good deal of concern about the terms on which the 
United States forces will be maintained there. 

On the strictly political side we run up against the danger of a 
Japanese feeling that the occupation has not really ended. There 
is a strong resentment throughout Asia of extraterritoriality. 

I leave it with that general comment, because the matter is under 
very intensive examination right now, and it is perfectly true, as 
was stated by Prime Minister Yoshida just the other day, that there 
is no secret agreement, there is no agreement which has been signed, 
and the specific terms have not been discussed. So we rely upon 
Japanese interest in the security arrangement and its details, which 
will actually protect American interests in the area. 


ECONOMIC SITUATION IN JAPAN 


Economically Japan emerges into sovereignty in much better shape 
than anyone a few years ago would have dared to predict, but largely 
for reasons which could prove but temporary. Her good condition 
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now is attributable to the almost $2,000,000,000 of United States aid 
extended since the war, to the stabilization plan which was imposed 
by the Supreme Commander at the direction of the United States 
Government and which was a good deal more rigorous—that was in 
1949—than most democratic countries would find it possible to adopt 
because of the various opposing pressures of public opinion. Third, 
it was due to the special procurement in connection with the Korean 
war and to the increased demand for Japanese exports which arises 
from the general world shortages which followed on the outbreak 
of the war. 

However, while the Japanese index of production has leaped very 
significantly since the Korean war started. and a further increase is 
anticipated, there is a permanent merchandise deficit. You all realize 
that Japan has got to live by its trade. It is virtually devoid of 
natural resources, so that it must maintain an increasing population 
on the order of 90 million entirely through processing imported goods 
and exporting them. This trade deficit is on the order of $400 mil- 
lion. It must be met by invisibles. That is why, for one thing, 
shipping is extremely important to Japan; and there is a great deal of 
Japanese interest in increasing the amount of cargoes which can be 
carried in Japanese bottoms. 


UNITED STATES PROCUREMENT IN JAPAN 


Now, this gap has been more than filled currently by United States 
special procurement. The United States has spent in Japan since 
June of 1950 almost $1 million a day in various types of special pro- 
curement of goods and services. There is also an increasing interest 
in the procurement of straight defense goods, which may not be 
related to the Korean conflict. A certain number of such orders have 
been placed, and there is a good deal of interest in the Pentagon in 
that possibility. 

Mr. Bonner. Mr. McFall, could you gentlemen wait until we can 
answer the roll call ? 

Mr. McFaut. Certainly. 

are Curtis. Mr. Chairman, could we not meet over in the other 
room 

Mr. Bonner. We may be able to. Let us take a recess at this time. 

(Thereupon, a short recess was taken.) 

(The subcommittee reconvened, pursuant to a recess in room F-16, 
Capitol, Hon. Bill Lantaff presiding.) 

Mr. Lanrarr. Mr. Bonner suggested that we go ahead without him, 
and so if you are ready to proceed, we will go ahead, Mr. Hem- 
mendinger. 

This question arose in my mind while you were telling us about the 
situation in Japan and Korea: How much are we procuring in Japan 
for the use of our military forces in the Korean effort and in the 
occupation of Japan? 

Mr. HemmMeEnpINGER. United States procurement in Japan for the 
Korean effort since June, 1950, has been running slightly less than 
$1 million a day, and the total as of now is over $400 million. That 
covers goods and services. 

United States procurement for the needs of the occupation is a 
little more difficult to answer because until July 1, 1951, the occupation 
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costs were being paid by Japan. They were running about $300 
million a year in yen equivalent. 

On July 1, 1951, the United States introduced what has been called 
partial pay-as-you-go in Japan under which the United States, during 
the current fiscal year, is paying in dollars for approximately half the 
local currency costs of our occupation force. 

Mr. Lanrarr. In connection with these supplies that have been pro- 
cured in Japan for our military effort in Korea, and I presume in 
connection with occupation duties in Japan, do you know what those 
supplies consisted of, what types of supplies those were ? 

Mr. Hemmenpincer. In a general way, sir. 

First of all they consist, I think, approximately one-third of serv- 
ices, Which is to say the repair of vehicles, all kinds of maintenance 
with respect to equipment. With respect to supplies they are what we 
might call general purpose supplies which do not put Japan in the 
armaments business contrary to still currently effective FEC policies, 
but include a good bit of canvas equipment, tentage, and that sort of 
thing. They include the daily purchase of quite a bit of fabricated 
iron and steel products. 


SOURCES OF JAPANESE RAW MATERIALS 


Mr. Lantarr. Where does Japan get the critical materials that they 
use in the manufacture of these end items that are sold to the military ? 

Mr. HemMMeENDINGER. Cotton comes from the United States, of 
course, primarily. Iron and steel components, and iron ores come 
from the Philippines, Malaya, India, and the United States. 

Mr. Lantarr. Do we ship any finished steel or aluminum or copper 
to Japan. 

Mr. Hemmenpincer. I think not, sir. 

Coking coal, to complete my answer, would, under ordinary cir- 
cumstances have come from China, but it comes now mostly from the 
United States. That is a high-cost item. It poses rather serious prob- 
lems for pricing. 

Mr. Lanrarr. In other words, we are able to use critical material 
available in Japan for those items we supply and which we buy over 
there, thus cutting down on the demands in this country for the same 
critical materials, is that correct? 

Mr. Hemmenpincer. That is correct. 

Mr. Bonner. Are there any surplus materials or scrap in Okinawa 
and Korea which are being carried into Japan? 

Mr. HemMenpinceER. First, let me take Okinawa. I do not specifi- 
cally know whether the Okinawan scrap is flowing to Japan or to the 
United States at this moment. 

Mr. Bonner. Is any of that scrap and iron coming to the United 
States? 

Mr. Hemmenpincer. I cannot say; I would rather not make an 
answer to that question. 


SCRAP SITUATION IN KOREA 


Mr. Bonner. Is there any scrap being brought out of Korea? 
Mr. Hemmenpincer. There is scrap being brought out of Korea. 





18 FEDERAL SUPPLY MANAGEMENT 


I have not seen any report that any Korean scrap has arrived in the 
United States. 

Mr. Bonner. Where is it going? 

Mr. Hemmenpincer. Some of it has arrived in Japan. When you 
talk about Korean scrap you have to distinguish between battle scrap 
and ROK scrap. ROK means the Republic of Korea, in other words, 
Korean-owned scrap. There is quite a lot of Korean-owned scrap 
which antedates the war. The negotiations which have gone on since 
last winter with the Republic of Korea are primarily for what I 
would call ROK scrap. 

Mr. Bonner. How is that distinguished from American scrap? 

Mr. Hemmenprincer. It is distinguished by who owns it, and where 
itis. The claim of the United States military in Korea to the owner- 
ship to and the right to do as they please with battle scrap, as far as 
I know, has never been disputed. 

Mr. Lantrarr. What does the military do with that scrap? 

Mr. Hemmenvincer. A mission was just out in Korea to look into 
that very question. The Department of State was not represented 
on the mission, and I have not had a chance yet to talk to any of 
its members, so, naturally, that question had better be answered by 
some of the agencies involved. 

Mr. Bonner. When scrap is being brought from Korea to Japan, 
to whom is it delivered in Japan, to the Japanese, the American Mis- 
sion, or private industry ? 

Mr. Hemmenpincer. To private industry. 

Mr. Bonner. To private industry ? 

Mr. HemMENDINGER. Yes, sir. 

Mr. Lantarr. What is the extent of our economic aid to Japan for 
the next fiscal year as compared to the past fiscal year? 

Mr. Hemmenpincer. Commencing July 1, this current fiscal year, 
there is no direct United States economic assistance to Japan. 

Japan has made, as I indicated earlier, substantial earnings of 
dollars from this what you might call special United States procure- 
ment which more than offsets, in my own personal opinion, the 
GARIOA aid that might otherwise be furnished. 

Mr. Lantarr. What aid ? 

Mr. Hemmenpincer. GARIOA is the appropriation title for Gov- 
ernment and Relief in Occupied Areas. 

Mr. Lanrarr. Are any of these supplies that are being procured 
locally in Japan procured through American firms which have out- 
lets there, or are they procured through Japanese firms? 

Mr. Hemmenpincer. There might be an exception here and there. 
So far as I know, however, entirely through orders placed by United 
States agencies with Japanese manufacturers. 

Mr. Lantarr. Do you know what England is doing in connection 
with scrap in the Far East? 

Mr. Hemmenpincer. No, sir. 

Mr. Lantarr. Or in Korea? 

Mr. Hemmenprncer. I doubt very much that. England is doing 
anything in Korea with respect to scrap. 

Mr. Lantarr. That is all. 

Mrs. Harden, do you have any questions? 

Mrs. Harpen. No; I have no questions. 
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Mr. Lanrarr. Mr. Brownson, do you have any questions? 

Mr. Brownson. Yes, Mr. Chairman. 

Who organized and headed up that mission that went to Korea 
concerning scrap ¢ 

Mr. Hemmenpincer. It was headed by Commander Heck of the 
Munitions Board. It included representatives of private industry and 
the GSA. 

Mr. Brownson. Have they issued any report that you know of? 

Mr. Hemmenpincer. I doubt very much that they have, sir, be- 
cause many of the members have not yet returned. 

Mr. Lantarr. Mr. Brownson, I understand that we are going to 
have members of that team in here later. 

Mr. Bonner. They have not returned to the State Department? 

Mr. Hemmenpincer. I was told this morning that a number of the 
members were on a boat returning. I believe none of the members 
have returned as yet, but some of the staff members have at least re- 
turned. 

Mr. Brownson. That is all I have at this time. 

Mr. Lantarr. Do you cover any other area than Japan? 

Mr. Hemmenpincer. Yes, sir, Japan, Korea, and the Ryukyus. 

Mr. Bonner. And Okinawa. 

Mr. Lantarr. What is the local situation in Okinawa at present? 

Mr. Hemmenoprncer. Generally ? 

Mr. Lanrarr. Yes. 


STATUS OF RYUKYUS 


Mr. Hemmenpinoer. Okinawa is the principal island, of course, of 
the Ryukyus, a chain of many islands. 

The Ryukyus have, since the end of the war, been under United 
States military administration, separate and distinct from the military 
occupation of Japan, although the commander has been the same per- 
son. That is, the Ryukyus are under the United States military gov- 
ernment which reports to CINCFE, the commander in chief, Far East, 
who is, of course, at the present time, General Ridgway and was 
formerly General MacArthur. General Ridgway and formerly Gen- 
eral MacArthur administered Ja ,an as Supreme Commander for the 
Allied Powers. 

The Ryukyuans have thus been under exclusive United States ad- 
ministration, through the Department of the Army, and no other 
powers have been directly concerned therein, unlike Japan. 

Under the treaty of peace Japan does not cede sovereignty to the 
Ryukyus, and technically sovereignty of the Ryukyus continues to 
reside in Japan. 

Japan does, under the treaty, agree in advance to accept whatever 
decision may be made by the United Nations upon request by the United 
States for a trusteeship in the Ryukyus, and pending any such re- 
—_ to the United Nations agrees that it shall remain under United 

tates administration. 

Mr. Lantarr. Title to Okinawa, as such, is still somewhat up in 
the air? 

Mr. HEMMENDINGER. Yes, sir, that is right. 
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Mr. Lanrarr. Do you know whether or not there is any agreement 
with Japan, covering the improvements of air bases and airfields that 
we are putting in Okinawa? 

Mr. Hemminpincer. There is no such agreement, and there has 
been no such discussion because Japanese sovereignty, until the ulti- 
mate decisions with respect to administration are taken, remains fairly 
theoretical. 

Mr. Lantarr. Yes. 

Mr. Hemmenpincer. And any such discussion implies decisions 
which have not yet been taken. 

For instancé, if the United States were to decide to return the ad- 
ministration of the islands to Japan, retaining the bases there under 
whatever arrangements were made, then it would be necessary to dis- 
cuss financial and property accounting with Japan. 

So long as it remains under exclusive United States administration 
and Japan is not consulted about how it is administered, there has 
been no occasion to consult with Japan about what the United States 
spends there. 

Mr. Lantarr. What is the nature of the local population in Oki- 
nawa, the native populace? 


POPULATION AND ECONOMY OF OKINAWA 


Mr. HemMenpincerR. The population there is basically Japanese by 
tradition, language, and culture. 

Mr. Lantarr. How many people are there there? 

Mr. Hemmenpincer. There are about 800,000 people on all of the is- 
lands. 

Mr. Lanrarr. About how many are there in Okinawa? 

Mr. Hemmenpincer. In Okinawa there are between 500,000 and 
600,000. 

Mr. Lantarr. Is there a fairly metropolitan area there from which 
local procurement is made by our military forces ? 

Mr. Hemmenprncer. No. The islands, prewar, in Okinawa, in par- 
ticular, which is the one where most of our installations are, were 
basically agricultural, and they are comparable to the poorer regions 
of the mainlands of Japan. It was 100 percent flattened by the war. 
The result is that we have there almost purely an agricultural base, 
and its economics consist of agriculture plus employment by the 
United States forces, with a modest and growing amount of very light 
industry, but no heavy industry. 

Mr. Lantarr. Have we been giving any economic aid to the is- 
land as such, or is our aid through the military occupation ? 

Mr. Hemmenpineer. There is no local government of the Ryukyus 
with which we enjoy any diplomatic relations; so, that aid has been 
given entirely through our own military administration, and there is 
an item for the Ryukyus in each of the GARIOA appropriations, in- 


cluding the current fiscal year. 

Mr. Lantarr. How much is that? 

Mr. HeMMENDINGER. It is on the order of $25 million. 

Mr. Lantarr. How will that money be used in Okinawa? 

Mr. Hemmenprincer. It is used to finance their necessary imports, 
mostly for fertilizer, petroleum, and the like, and in recent years to 
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bring in a certain amount of development goods, capital goods, like 
refrigerators, equipment, and so forth, to help to rehabilitate the is- 
land. 

Mr. Bonner. Sometime ago there appeared quite a lengthy article 
in one of the local papers with respect to surplus property and scrap in 
Okinawa. Did you happen to see that article? 

Mr. Hemmenvincer. No, sir; I do not recall that article on Okinawa, 
sir. 

Mr. Bonner. I saw it. Iregret that I did not clip it. 

What is the situation on Okinawa with respect to the sale of sur- 
plus property and the handling of scrap there ? 

Mr. Hemmenprincer. I would prefer that the committee get an au- 
thoritative statement on that from the Department of the Army, 
which is primarily concerned with it. 

Mr. Bonner. They are responsible for it? 

Mr. HemmMenprincer. My information about it is fragmentary, and 
I did not have occasion to refresh it before coming up here. 


SURPLUS PROPERTY IN OKINAWA 


In general, however, let me say I believe that one of the other officers 
of the Department of State who will be with you this afternoon can 
testify on the surplus-property contracts. I just do not want to leave 
it altogether hanging. There were surplus-property contraets with 
respect to that which go back several years. They have been signed 
several times. There have been a good many administrative problems 
in connection with their administration. 

Mr. Bonner. With whom were the contracts? 

Mr. HeEMMENDINGER. The name Mollers comes to my mind, sir. 

Mr. Bonner. Who is that ? 

Mr. Hemmenpincen. I believe it is a Hong Kong firm. 

Mr. Bonner. This Chinese firm was buying the scrap up to now? 

Mr. Hemmenpincer. That is right. 

Mr. Bonner. And the surplus property ? 

Mr. HemMenpinGeR. As a surplus-property deal. 

Mr. Bonner. How long ago was that? 

Mr. HemMenpincer. I know it goes back to the immediate postwar 
years. 

Mr. Bonner. I mean has it existed since the opening of the Korean 
episode ? 

‘ Mr. HemmMenpincer. Whether it began in 1946 or 1947, I do not 
now. 

— Bonner. Has it existed since the opening of the Korean epi- 

sode 

Mr. Hemmenprncer. Oh, yes. 

Mr. Bonner. And that Hong Kong firm has been buying scrap 
and higiatee: property on Okinawa since the opening of the Korean 
war 

Mr. Heamenprncer. I believe it has, but let me add to that. That 
does not mean that the scrap has been flowing to Hong Kong. My 
understanding is that the scrap has been all going to the United States 
and Japan, but you can get a more authoritative statement on that, 
first, from one of the Department of State witnesses this afternoon, 
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and in any respect in which it does not meet what I have said he knows 
what the facts are, and, secondly, from the Department of Defense, 
which is concerned with the administration of the contract. 

Mr. Lanrarr. The sale of that scrap, or the disposal of surplus 
property, would be under the Department of the Army’s jurisdiction ; 
would it not? 

STATE DEPARTMENT INTEREST IN SURPLUS 


Mr. Hemmenpincer. The Department of State has some residual 
interest in that in carrying out the responsibilities that began with the 
old office of Foreign Liquidation, which was in the Department. The 
administration of it is entirely, as I understand it, in the Department 
of Defense, but the Department of State responsibilities are residual, 
connected with the terms of the contract. 

Mr. Rozsacx. The committee should distinguish between surplus 
that is generated by current operations and the liquidation problem 
that resulted from World War II. I think, perhaps, your question, 
Mr. Lantaff, is directed toward the bulk-sales agreement that we made 
with China in which China had to police up scrap from various areas, 
including Okinawa. Is that correct ? 

Mr. Hemmenprincrr. Yes; that is my understanding. 

Mr. Rosacx. There was a number of problems of liquidating and 
transporting involved. It may be that you would like to find out 
whether China is still involved in policing up scrap from Okinawa. 
That is a problem which was generated by World War II, and it 
would not be the same as the Army’s responsibility is now to dispose 
of its own surplus. 

Mr. Bonner. Referring to this agreement between OFLC and China 
in 1948, in which China was policing this scrap, is it continuing? 

Mr. Hemmenvrincer. I would prefer that that be answered by a 
witness who is responsible for that problem, because I do not want to 
give a guess. 

Mr. Lanrarr. Mrs. Harden, do you have any questions? 

Mrs. Harpen. No; not at this time. Thank you. 

Mr. Lantarr. Mr. Brownson ¢ 

Mr. Brownson. I believe not. 

Mr. Lanrarr. I believe those are all the questions we have, unless 
you can think of anything further you might want to add. 

That is all we have from you, then, Mr. Hemmendinger. 

Mr. Brownson. I do have one question on the Japanese situation, 
Mr. Chairman. 

You said that the Japanese are repairing Army vehicles and doing 
other work for the Army which is doing a great deal to support their 
economy. In the opinion of the State Department, have we gone 
as far as we can in that direction ? 

Mr. Hemmenprnoer. I think so, sir. 

Mr. Brownson. You think that is going on? . 

Mr. Hemmenpincer. I would like to finish my answer off the record, 
with your permission. 

Mr. Brownson. All right. 

(Discussion off the record.) 

Mr. Brownson. That is all I have. 

Mr. Lantarr. That is all, then, Mr. Hemmendinger. Thank you. 
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What are the plans now? Do we want to adjourn for lunch ? 

Mr. Brownson. I suggest that we adjourn until whatever time the 
chairman sets. 

Mr. Lantarr. What are your plans? 

Mr. McFaux. We have two witnesses this afternoon covering the 
Near East and Western Europe. 

Mr. Lantarr. We will recess until 2:30 this afternoon. 

(Thereupon, at 12:25 p. m., the subcommittee recessed until 2:50 
of the same day.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:30 p.m.) 
Mr. Bonner. You may go ahead, Mr. Dorsz. 


STATEMENT OF EDMUND DORSZ, DEPUTY DIRECTOR, OFFICE OF 
GREEK-TURKISH-IRANIAN AFFAIRS, DEPARTMENT OF STATE; 
ACCOMPANIED BY FRANCIS LINCOLN, CHIEF ECONOMIC OFFICER, 
GREEK-TURKISH-IRANIAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Dorsz. Mr. Chairman, my name is Edmund Dorsz, and I am 
the Deputy Director of the Office of Greek-Turkish-Iranian Affairs, 
Department of State. I have with me Mr. Francis Lincoln, who 
is the officer in charge of economic affairs.in that office in the Depart- 
ment of State. 

Mr. Bonner. You may proceed, Mr. Dorsz. 

Mr. Dorsz. Our very friendly relations with Greece and Turkey, as 
many of you people are familiar, are the outcome of the Truman Doc- 
trine of 1947, which started the program of extending economic and 
military assistance to those countries. 


MILITARY TILREATS TO GREECE 


As a result of the help we gave to Greece, in September 1949 the 
Greeks were in a position to overcome the Communist aggression 
which had been underway in that country ever since the end of the 
last war; they were able to defeat the guerrillas, and then, late in 
1949, to begin to work toward a more viable economy. 

Up to September 1949, almost all efforts had gone toward building 
up the military capability of the Greeks to enable them toa cope with 
the guerrillas. 

As a result of that action they were able to defeat the guerrillas; 
and that strategic area so important to us in the eastern Mediterranean 
has not been taken over by the Communists. 

However, since the end of that period of outright aggression— 
which ended in September 1949—pressure has been built up in the 
adjacent countries, primarily Bulgaria. The pressure is still there, 
and it is a matter of deep concern to us. We are therefore trying 
to assist Greece in improving its defensive capabilities and at the same 
time to help Greece build up as good an economy as possible. 

So, after that period of civil war within Greece, the emphasis was 
switched from just giving assistance to Greece to be able to carry on 
the war; it was switched into the economic field, and funds were put 
into a development program. 
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However, at the time that this was going on, Korea broke vut. Be- 
cause of this and the intensive pressures which the Soviet satellites 
imposed on Greece, the Greeks reviewed their military retrenchment 
program which envisaged cutting the armed forces by one-half. 

Accordingly, the decision was reached that the Greek armed forces 
should be increased, not to the former level but to a level which was 
considered adequate for the principal purpose of being able to hold 
back a Communist push in the event that it should come about. 

During the last several years Greece has expended in the neighbor- 
hood of 40 percent of its budgetary expenditures for the armed forces. 
Those expenditures are among the highest in the world. 

The action of the Greeks in holding back the Communists in those 
early days of 1947 to 1949 has created a strong reserve of armed forces 
ready to come out and fight, and it has served to build up a large cadre 
of fighting men. 

Out in Korea, the Greek forces have performed valiantly and have 
won the admiration of the world. 

At this time—I touch now only on Greece, but [ think that many of 
the same problems apply to Turkey—at the time of the Truman 
Doctrine—— : 

Mr. Bonner. If you will pardon me. 

Mr. Dorsz. Yes. 


DISPOSITION OF AID EQUIPMENT IN GREECE 


Mr. Bonner. Some time ago, the Greeks had the UNRRA aid and 
they had other aids. Do you know anything about these stories of 
supplies having been stolen in Greece and counted as a national asset ? 

Mr. Dorsz. Stolen? 

Mr. Lincotn. Did you say stolen? 

Mr. Bonner. We have had stories of UNRRA supplies and other 
supplies. Was not UNRRA our first program ? 

Mr. Lincotn. And we had another program. We had the Truman 
aid and then the ECA aid. 

Mr. Bonner. Well then, now, do you have any knowledge of those 
supplies having been stolen and held in warehouses instead of being 
distributed over the country for the purpose for which they were 
given, supplies which they put on the books as an asset of the nation’s 
wealth? , 

Mr. Lrxcotn. Well, these supplies have been a problem which the 
mission in Greece has had to deal with 

Mr. Bonner. Well, I first asked you if there was anything to those 
stories; was there any sound basis for them ? 

Mr. Lincotn. Probably there was, initially, although it may have 
been confusion, and not, we will say, deliberate—— 

Mr. Bonner. Well, now, I just asked you; has that been cleared 
up and have these supplies gone out for the purpose for which they 
were intended ? . 

Mr. Lincotn. They have gone a great way in clearing them up. 

Mr. Bonner. As you know, many of them were not usable. 

Mr. Lincotn. I do not think there were so many that were not us- 
able. ‘There was one instance which arose about harrows which were 
not adaptable to the soil conditions or for use with the tractors in 
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Greece. They were lying by the railroad tracks in Salonika, and you 
could see those red things; it was a conspicuous sight which attracted 
everyone’s attention. I do not know what happened to them. Con- 
sidering the dealings were in hundreds of millions of dollars, it was 
relatively small. 

Mr. Bonner. But there were supplies—— 

Mr. Lincotn. There may have been. 

Mr. Bonner. And I ask you now if that practice has been discon- 
tinued and if the supplies have been used ? 

Mr. Lancotn. In general they reduced the amount unsold, there is 
now a relatively small amount unsold. 

As to the surplus property, the acquisition of surplus war property 
had to be rather a hit-or-miss matter. The ECA mission has made 
a very successful effort, I believe, to get those worked out in the inter- 
ests of the community, as they should be. There were some left. 

Mr. Bonner. Any questions ? 


GREEK EXPENDITURES FOR DEFENSE 


Mr. Brownson. Yes, I would like to ask one question. I did not 
quite get your statement about Greece’s annual budget for the armed 
forces. Was that 40 percent of the total budget or 40 percent of the 
net income? What is that figure? 

Mr. Dorsz. ‘that refers to budgetary expenditures. These are in 
the neighborhood of 40 percent—lI think 42. 

Mr. Lincotn. About 40. 

Mr. Dorsz. porte percent approximately. 

Mr. Brownson. Forty percent were expended to the armed forces? 

Mr. Dorsz. That is right. Thatis in drachmas. The foreign-fund 
expenditures I do not know about, that is a different matter. 

Mr. Brownson. Is that considered pretty high ? 

Mr. Dorsz. That is considered one of the highest on a percentage 
basis. 

Mr. Brownson. Higher than what the United States has expended 
for the Armed Forces ? 

Mr. Dorsz. Well, now, speaking about the new United States fig- 
ures—$60,000,000,000—you are probably right, we are higher; but this 
is among the highest in the world. 

Mr. Brownson. And that percentage would cause the people some 
concern in Greece, would it not? 

Mr. Dorsz. Yes, sir; considerable concern. 

Mr. Brownson. It causes great concern over here, too. That is the 
only question I wanted to get clear. 

Mr. Bonner. Mr. Curtis? 

Mr. Curtis. Greece is now in the North Atlantic Treaty Organiza- 
tion now, is that correct ? 

Mr. Dorsz. No, not yet. As you recall, at Ottawa last month the 
United States recommended that Greece and Turkey be invited into 
the North Atlantic Treaty Organization. As soon as the necessary 
parliamentary procedures are completed, the invitation will be ex- 
tended to Greece and Turkey. 

Mr. Curtis. Under what program have they been getting military 
and other aid from us? 
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Mr. Dorsz. Well, it was originally under the Truman doctrine and 
then subsequently for economic aid under the ECA. 

Mr. Curtis. You say the Truman doctrine—I mean, what statute! 

Mr. Dorsz. It was an act of 1947, I just do not recall the number 
of it. I think it was in June 1947—1947. It was called the Greek- 
Turkish Aid Act and authorized appropriations for Greece and 
Turkey. 

Mr. Bonner. That was the point that General Van Fleet brought 
out, about organizing and building up the strength of the Greek Army 
which saved Greece, no doubt about that. 

Mr. Dorsz. ‘That is right. 

Mr. Curtis. Since then have they been receiving any arms and 
equipment or have they been under other programs ? 

Mr. Dorsz. They have been under the Mutual Security Act, called 
last year Mutual Defense Assistance Program. Greece and Turkey 
had been in that right from the beginning. This legislation was the 
outgrowth of the original act which gave the Greeks and Turks aid. 

Mr. Curtis. Now, how do we follow through? Tam picking up on 
the chairman’s question. What are the strings that we have got back 
here about that aid / 

Now, the only question I am interested in now, is what follow 
through do we have under that, as far as Turkey and Greece are con- 
cerned? Is there any system where we can see, or where our own 
accountants or our own people can follow to see that the equipment 
goes where we expect it to go?’ Do you have a system set up for that / 
Who does that—the State Department / 

Mr. Dorsz. No, the ECA actually handle the economic end of it. 
Our military people handle the military end of it. 

Mr. Curtis. In other words, one of our Army personnel will follow 
through to see that the equipment went on down the line the way it 
should ? 


AMERICAN GOVERNMENT GROUPS IN GREECE 


Mr. Dorsz. That is right. As you know, in Greece we have the 
Ambassador at the top and then directly below we have the Embassy 
and all of the ECA organization, headed by the former mayor of San 
Francisco, Roger Lapham. Then, there is the United States Military 
Assistance Advisory Group Commission for Aid to Greece, formerly 
headed by General Jenkins and then, successively, by General Fred- 
erick, who is now in Germany getting medical attention——— 

Mr. Curtis. Well, but my point is, there is no iron curtain put up 
over that; we can go in and follow through? 

Mr. Dorsz. Yes. 

Mr. Curtis. That is all. 

Mr. Bonner. If there are no further questions about Greece, we will 
proceed then to Turkey. 

I think that General Van Fleet represented the cause and the Gov- 
ernment in a distinguished manner and accomplished the purpose for 
which he was sent to Greece, 

Mr. Dorsz. Yes, sir. 

Mr. Bonner. And I personally observe that he was one of the most 
beloved men I have ever seen. 
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Mr. Dorsz. Very definitely that is so, ves, very definitely. 

Mr. Bonner. I just wanted the record to show that. 

Mr. Dorsz. Surely. 

Mr. Bonner. Now, if you will proceed on Turkey, Mr. Dorsz. 


AMERICAN AID TO TURKEY 


Mr. Dorsz. American assistance to Turkey was developed from the 
original Truman Doctrine which then became law through the Greek- 
Turkish Aid Act passed in 1947. 

Assistance to Turkey was considered necessary because of the pres- 
sures which the Soviets had been putting on Turkey ; the fact that the 
Turks were heavily expending funds, budgetary funds, in order to 
keep up their armed forces at the best possible state of readiness; and 
also because of its strategic importance to the free world. 

Back in 1946 and 1947 the Soviets took very definite action in trying 
to force the Turks to revise the Montreux Convention, which gave the 
parties that were members of that particular convention certain rights 
with respect to the use of whac is generally called the Straits, that is, 
the Dardanelles, the Bosphorus, and the Sea of Marmora. 

It has been the desire of the Soviets or of the Russians for more than 
150 years to have an outlet from the Black Sea to the Mediterranean 
which they could control. 

The Soviet Government put intensive political ard diplomatic pres- 
sure on Turkey at that particular time in an endeavor to obtain Turkish 
acquiescence to ed Soviet plan. The United States, along with the 
United Kingdom, came to Turkish support at that time, ‘indie: ating 
that we would not lis along with the Soviet idea; and because of the 
Turkish firmness, together ‘with our and British support, the question 
of revising the Montreux Convention was dropped. 

Off the record. 

(Discussion off the record.) 

Mr. Dorsz. Our action in Turkey has been devoted considerably to 
helping Turkey modernize its armed forces. 

You know of the recent action bringing Turkey into the North 
Atlantie Treaty ; also, as you may have read, Gener al Bradley is arriv- 
ing in a few days in Turkey to have discussions with the Turks—off 
the record. 

(Discussion off the record. ) 


TURKISH EXPENDITURES FOR DEFENSE 


Mr. Dorsz. As in the case of Greece, Turkey for the last 7 or 8 years 
has devoted about 35 to 40 percent of its budgetary expenditures to its 
military forces. This has been a very heavy drain on the Turkish 
economy. 

Therefore, in addition to extending to Turkey military assistance 
in very sizable amounts, we have been extending economic assistance 
to Turkey for the purpose of helping the country carry forward some 
development programs which are in support of the military effort. 

The Turks, again like the Greeks, were quick to respond to the 
United Nations’ call for troops in Korea. We have had about 5.000 
Turkish troops there and, like the Greeks, they have put up a mag- 
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nificent fight. We consider the Greeks and the Turks pretty much on 
a sd with the best in the world. 
urkey has cooperated very fully with the United States in all 

international measures, particularly those with regard to the free 
world and, as I mentioned earlier, concerning General Bradley’s 
visit—off the record. 

(Discussion off the record.) 

Mr. Bonner. Now, would you tell us about the military mission, 
how it operates in Turkey and what they are doing ? 
Mr. Dorsz. Well, I have a chart here of our setup in Turkey. 
Mr. Bonner. Off the record. 
(Discussion off the record.) 


AMERICAN GOVERNMENT GROUPS IN TURKEY 


Mr. Dorsz. Our principal American representative in Turkey, of 
course, is the Ambassador and then there is the Mission for Aid to 
Turkey and that has below it the United States Air Forces group, the 
United States Navy group, and the United States Army group and 
United States Engineers group. 

Mr. Bonner. Is there any direct connection between the military 
and the economic? 

Mr. Dorsz. There is no direct connection between the military and 
the economic; however, there are advisory boards working directly 
under the Ambassador which give guidance and direction to the mili- 
tary and economic. 

Mr. Bonner. And there is collaboration between the military and 
economic and the State Department ? 

Mr. Dorsz. Yes, very close; very close. 

Mr. Lanrarr. With regard to the military funds that are appro- 
priated by Congress, do persons in this country procure the military 
items which then are in turn shipped to Turkey, or is that money made 
available as a dollar grant which the Turks then take and use to buy 
military items in Turkey ? 

Mr. Dorsz. No, it is almost entirely allocated—our Defense Depart- 
ment decides what types of equipment are needed at the other end. 
On the basis of these studies which come in from our people in Turkey, 
headed up by General Arnold, there are recommendations to the De- 
fense Department and Defense then procures and ships to Turkey 
the equipment and supplies which are considered needed. 

There is probably a very small part of the funds which might be 
used for acquisition of items in Turkey, but almost all of it comes 
from the United States proper. 

Mr. Lanrarr. Assuming that we have not standardized the sup- 
plies used by the NATO forces, would the Turks under this military 
program attempt to buy our Garand rifles? 

Mr. Dorsz. Our Defense people provide the equipment. I think that 
would be the better way. 

Mr. Lanrarr. I see; they provide the arsenal? 

Mr. Dorsz. That is right. 

Mr. Lantarr. And ammunition ? 

Mr. Dorsz. That is right. 

Mr. Lantarr. And then it is sent over there? 

Mr. Dorsz. Some of it might be made locally, but not much. 
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Mr. Curtis. How much manufacturing is there in Turkey; how 
much industry? It is mostly agricultural ; is it not ? 

Mr. Dorsz. It is primarily an agricultural country. That is why 
this 35 to 40 percent budgetary expenditure is such a drain on the 
economy. They have nothing left for development purposes. 

But, despite that fact, the Turks do run ‘coal mines, they run 
chromium mines and I think that we are trying to get most or all 
of the chromium that we can. They have also a small steel industry— 
nothing of great importance, but to Turkey it is important. 

Off the record. 

(Discussion off the record.) 

Mr. Lantarr. Do you know whether or not there is any scrap 
available in Turkey or surplus? 


SCRAP SITUATION IN TURKEY 


Mr. Dorsz. I tried to get the answer to that one. I understand 
that there is very little scrap in Turkey. There are reports that 
Turkey seldom scraps and seldom sells obsolete equipment; they hang 
on to it just as long as possible. 

However, ECA at the present time is trying to obtain scrap out 
of Turkey. 

Mr. LantarFr. One of the things the subcommittee is concerned with 
is this, for example—say that the Turks have a 214-ton truck, 
but it has a knock in the motor and the Turk does not like that 214- 
ton truck, so he salvages it and it is sold to some manufacturer over 
there. Then they put in for a new 214-ton truck—do you know about 
that ¢ 

Mr. Dorsz. I could not give you a real answer on it. I believe, 
however, from my understanding of the Turks, I would say that 
they try to use up their resources as well as anybody-— 

Mr. Lantarr. Do you know of any regulations pertaining to the 
disposition of surplus property ? 

Mr. Dorsz. No, I do not. 

Mr. Lanrarr. Do you know if there are any ? 

Mr. Dorsz. No, I do not know. 

Mr. Lantarr. Do you think you will be able to find out for us 
before we go, because we have similar requests in connection with the 
Philippine Government as to how they dispose of surplus property 
and I think we would like to have that information. We would 
like to know how the Turks and the Greeks handle the salvage and 
the surplus as it becomes available—this military equipment that we 
are now sending over there. 

Mr. Dorsz. Well, now, from my understanding of the Greek situa- 
tion, the Greeks have an open-hearth furnace that uses about 30,000 
tons of scrap annually in Greece, from their own scrap. 

Also, under the reparation clauses in the treaty with Italy, if I am 
not mistaken, they are required to provide a certain amount of scrap 
and they are living up to that obligation. 

Mr. Lantarr. To whom do they supply that? 

Mr. Dorsz. To Italy. 

Mr. Lincotn. You see, the proposition is that Italy pays repara- 
tions in the form of value as of manufacture. But, Italy does not 
have the raw materials so the treaty reparation provisions provide 
for raw materials to Italy. 
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So, the Greeks have provided some scrap to Italy and they had to 
buy more because they had not been able to organize the gathering 
together of enorgh to meet the steel which was needed in Italian 
manufacture. 

I know one thing, the Greeks are great at using up anything that 
breaks down and in cannibalizing everything, and that is character- 
istic. 

Mr. Curtis. On the question of scrap, we automaticaily think in 
terms of steel. Of course, you have got the same thing in aluminum 
and rubber, for example. So, while the big thing that we are really 
interested in 1s steel—that is the bigger phase of it—we also have these 
other scrap materials. For instance, rubber tires—what do you sup- 
pose is done with them ? 

Mr. Dorsz. I do not know. 

Mr. Curtis. I doubt if anybody would know what they do with 
them. 

Mr. Lincoin. Well, sir, what the Greeks do with that is this. They 
take the side-wall tires and they flatten out those side walls and they 
make them up into soles for shoes. " 

Mr. Curtis. Is that right ? 

Mr. Lincoun. Yes, and they wear like iron, being made of that 
heavy-ply fabric. You can see any number of Greeks wearing side- 
wall soles; any time you go downtown in Athens you will see them, or 
you will see bundles of them cut in the shape of soles made from these 
side walls that have been flattened out. 

Mr. Bonner. What military construction, construction in the mili- 
tary establishment, is there that the State Department has cognizance 
of? 

Mr. Dorsz. Off the record. 

(Discussion off the record.) 

Mr. Curtis. I have a question on the record and I might explain 
why I ask this question because I asked a similar question this morn- 


ing. 

We are interested in procurement practices in the Army and the 
Navy and the Government and, of course, in this country, we have been 
trying to see whether or not the military cannot utilize more of the 
private enterprise system set-up, particularly in supply and distribu- 
tion to warehouses and so forth, and that immediately brings up the 
»oint of the development of Turkish industry—and incidentally, Mr. 
Pantaff asked as to whether or not the procurements were all made 
in this country and the supplies were then shipped over to them. 


PRIVATE CAPITAL IN TURKEY 


With that in mind I am wondering if there is any private capital 
investments in Turkey. 

Mr. Dorsz. Very little. 

Mr. Curtis. Is there any encouragement to do it? For instance, I 
notice you said that the steel industry was being encouraged by Gov- 
ernment funds. Is there any thought in the State Department of en- 
couraging private capital to go in there and do something about this? 

Mr. Dorsz. The Turks themselves are trying very hard te obtain 
private capital. 
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Mr. Curtis. From their people, too, I suppose ? 

Mr. Dorsz. Oh, yes. They have been trying to devise laws which 
would attract private capital. 

They have gone to the International Bank, and, as I mentioned, 
they obtained money from the bank for development purposes. 

They have been establishing a development bank within Turkey for 
the purpose of attracting capital. 

As a matter of fact, I have a memorandum here which says: 

Present Government is seeking to encourage foreign private investment. New 
law provides for transferability of profits and invested capital. Industrial De 
velopment Bank organizes with International Bank support to provide invest- 
ment loans to private enterprise. The trend is away from etatism. 

Mr. Curtis. Do you know whether the Armed Forces have done 
anything about encouraging, or asking the State Department to en- 
courage, specific types of industry in Turkey or Greece which would 
be of benefit to our Armed Forces? 

Mr. Dorsz. Well, General Electric, for instance, went in just re- 
cently and has 60 percent interest in a light bulb factory—that does 
not answer your question specifically. 

Mr. Curris. Well, I do not know exactly how to put it across, but 
I think you understand what I mean. Suppose they had asmall-arms- 
ammunition plant or, sey a tank repair shop or an automobile repair 
shop, which would be very helpful, under private enterprise, and then 
the Armed Forces would be very glad to see that because then we 
would not have to send our own Army personnel to repair vehicles. 

Mr. Dorsz. Well, actually, our Armed Forces are encouraging the 
local manufacture of such items as ammunition and shells and things 
of that kind to the extent that it can be produced. Is that not a fact, 
Mr. Lincoln? 

Mr. Lrncoun. Well, in Turkey the existing factories to make ammu- 
nition are Government-owned, Government arsenals, and you just 
do not have either private factories or private businessmen with the 
sort of knowledge and inclination to do that on any scale in Turkey. 

Now, in Greece, there is one very large establishment in Athens 
where they had previously manufactured in quite a big way but dur- 
ing the war it was pretty completely scrapped and—off the record. 

(Discussion off the record.) 

Mr. Lincoin. You are familiar with the common-use idea ? 

Mr. Curris. Oh, yes, and we are very much concerned with the 
common-use idea. 

Mr. Lincoin. For instance, you have a tire that will fit a truck and 
it will also fit a piece of artillery but it is charged against the economic 
fund as an economic common-use item. 

Mr. Bonner. Do you have any questions, Mr. Brownson ? 

Mr. Brownson. No questions. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpen. No questions. 

Mr. Bonner. We will adjourn to the Appropriations Committee 
room. 

(Whereupon, a recess was taken, pursuant to which the subcom- 
mittee came to order in the Appropriations Committee room, U. S. 
Capitol, Representative Lantaff presiding.) 

Mr. Lantarr. All right: we will go ahead. 
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STATEMENT OF FRANCIS T. WILLIAMSON, DEPUTY DIRECTOR, 
OFFICE OF WESTERN EUROPEAN AFFAIRS, STATE DEPARTMENT; 
ACCOMPANIED BY ALLEN MORELAND, CONGRESSIONAL LIAISON 
OFFICER, STATE DEPARTMENT; AND THOMAS BEALE, OFFICE 
OF BRITISH COMMONWEALTH AND NORTHERN EUROPEAN AF- 
FAIRS, STATE DEPARTMENT 


Mr. Wiiu1amson. Mr. Chairman, my name is Francis T. William- 
son, deputy director of the Office of Western European Affairs, De- 
partment of State. I have with me Mr. Beale of the Office of British 
Commonwealth and Northern European Affairs. He is also here to 
deal with any question regarding the United Kingdom. Then, of 
course, there is also Mr. Moreland present. 

Mr. Lantarr. Proceed. 

Mr. Wiiir1aMmson. I understand that your subcommittee is going to 
Italy, Trieste, Paris, and probably to Vienna. 

Mr. Lantarr. Are you going to include Germany ? 

Mr. Witu1amson. No; I will take those four, sir: Trieste, Italy, 
Austria, and France. 

Mr. Lantarr. And you do not go down to North Africa, either?’ 

Mr. Wiiu1amson. No; I do not. 

Mr. Lanrarr. Then suppose you go ahead with Italy and Trieste. 

Mr. Witu1amson. As far as Italy is concerned, I would like to make 
a highly general statement which would follow from a successful 
visit that Prime Minister De Gasperi has just made to Washington. 
In our office of the Department of State we are impressed with the 
rate of progress which the Italian Government and the Italian people 
have made in postwar reconstruction. As you well know, the country 
was a battleground and there was great destruction of physical prop- 
erty and the destruction of the morale of the local population. 


STABILITY OF ITALIAN GOVERNMENT 


The Italian Government, which is a coalition of center parties, is 
one of the most stable in Europe and they are to be congratulated upon 
the way in which they have attacked the political and economic prob- 
lems in Italy and the achievements that they have made in all fields. 
One of the encouraging signs about modern Europe is that such people 
as De Gasperi do appear after a war and are able to take charge and 
rebuild their country. 

The Italian Government has since 1945 shown great enthusiasm 
for the whole general process of reorganization and reconstruction 
of Europe as well as that of their own country. It has cooperated 
in all fields of international organization. It has participated in as 
many fields of international organization as its treaty permits it to do. 

In 1949 we urged that Italy be brought into the North Atlantic 
Treaty and it was and is a fact that it proved to be, in the North 


Atlantic Treaty Conference and the council, one of the most enthusi- — 


astic of its members. 

It supports the various efforts for the common defense of Europe. 
It supports such efforts as the Schuman plan and others, to bring 
about a closer economic integration of Europe. It now participates 


Fe Aare eae StS ALY Reet ETT ace EOS 





3 





fehisiie 


hohe RT a hada aes 





FEDERAL SUPPLY MANAGEMENT 33 


in the European Defense Conference and it is very much interested 
in building up, under General Eisenhower, a common European army 
for the denen of Western Europe. 

The Communist Party in Italy has been nullified insofar as the Na- 
tional Government is concerned, and it is so well isolated in the Na- 
tional Assembly that it no longer is able to obstruct general Italian 

olicy. 
4 The Communist Party, however, is strong in various localities in 
Italy, particularly in the cities and particularly in the cities of the 
industrial area of northern Italy. 

However, the Italian Government is capable and has proved to be 
capable of dealing with that situation. 

In its economic life there has been a promising expansion of Italian 
economic life, in plants which would be required for the manufacture 
of goods not only designed for European defense but also for Italian 
consumption. 

Machinery is in existence in those plants, and the skilled labor force 
is also in existence. 


POVERTY OF RESOURCES IN ITALY 


Italy is, however, extremely poor in terms of resources, and it is 
forced to import the major part of its raw materials, particularly in 
such fields as coal, metals, wool, and cotton. 

Therefore, Italy is in a bad position internationally, insofar as it 
has to compete in the international market for raw materials against 
other countries of the world. 

The Italian Government has attacked the economic problem with 
great vigor, and it has drawn up a schedule of priorities in the eco- 
nomic fields which it now attempts to follow. 

It has tried to husband its economic resources, to collect and to 
stockpile its raw materials and to provide for such controls over 
those raw materials as will contribute to the avowed aim of the Ital- 
ian Government, namely, that of rearmament. 

At the same time it is necessary for the Italian Government to carry 
out, for reasons of internal politics, measures of reform within Italy, 

articularly in the field of land reform. A start has been made in that 
irection. 

Other reforms, such as tax reforms, are in progress, they are being 
made, and we hope will be carried out. Nevertheless, the progress in 
such things is slow. 


PROBLEMS FACING ITALY 


The chief difficulties, faced by Italy—and I speak only in very gen- 
eral terms—are, first, the revision of the treaty. 

In 1947 Italy signed the treaty which had been negotiated by th» 
big powers and ratified by 21 other countries. For some time we 
have been working on the diplomatic field to bring about the revision 
of the Italian Treaty. 

As the result of the recent. meeting at Ottawa and as the result of 
De Gasperi’s meeting with the officials in Washington, agreement has 
been reached among the United States, United Kingdom, and France 
to revise the Italian Treaty which would enable Italy first to increase 
her armed forces over the limit prescribed and secondly to produce 
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goods in the field of armaments which have heretofore been prohibited. 

That will take a great deal of time, simply because there are 21 
countries signatory to the treaty. We do not wish or did not wish to 
embark upon a policy which would amount to a scrapping of the 
Italian Treaty, for obvious reasons. 

The second general problem facing the Italians is—as I say, this 
problem will be solved during the course of the fall—the second gen- 
eral problem faced in Italy is to use its available resources in such a 

way it will contribute both to the internal stability of the country and 
to the common effort for Western Europe rearmament. 

The skill exists for that; the enthusiasm of the people exists. It 
remains for the Italian Government and the Western powers includ- 
ing the United States to utilize and to channel those efforts in such a 
way that the Italians can carry out this expansion of their economic 
machinery and enable them to make a svbstantial subsequent contri- 
bution to Western Europe’s rearmament. 

Intimately involved in the Italian problem is also the Trieste ques- 
tion. There is very little that need be said about Trieste, except you 
recall, perhaps, that it is under a joint-Anglo-American military oc- 
cupation. 

It is divided into two zones (a) under the British and ourselves and 
(6) controlled by the Yugoslavs. 


TRIESTE CONTROVERSY 


In March—March 20, 1948, Great Britain, France, and the United 
States, issued a declaration saying that the terms of the Italian Treaty 
which affect Trieste could not be carried out, and that Trieste— 
I mean, the whole territory—would be returned to Italy. 

There has been considerable discussion since that time of how the 
Trieste question should be settled. The importance of settling it was 
called to the attention of the Italians recently in Mr. De Gasperi’s visit 
and we hope and think that it is more than a pious hope, that Italy 
and Yugoslavia will negotiate a bilateral settlement of the Trieste 
question which will then remove it as one of the causes of friction in 
Europe. 

The British commander, General Winterton, in Trieste worked very 
closely with our political adviser and with our ECA representatives 
and I know offhand of no administrative or political difficulties which 
have been encountered there. 

Now, do you want me to go on, sir, to Austria and France? 

Mr. Lanvtarr. I would like to ask you a few questions with ref- 
erence to the zones in Trieste. I did not know that the area had been 
divided into two zones. 

About how much of the area is divided into a zone occupied by 
the British and the Americans and how much is in the zone occupied 
by the Yugoslavs ? 

Mr. Witutamson. Well, the territory of Trieste is a limited terri- 
tory, and it is pretty well cut off from the rest of Italy and the rest of 
Yugoslavia by mountains. 

Zone (a) consists of the city of Trieste and the outlying area. Zone 
(4) is the rural part of the territory and a good many towns stretch- 
ing down, oh, I should say 30 or 40 miles down the Adriatic—but the 
city itself is zone (a). 
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Any negotiations are complicated by the fact that zone (6) which 
is under Yugoslav control contains many Italians. Many of the 
towns are predominantly Italian. At the same time, the border area 
in zone (a) is predominantly Yugoslav. In trying to—— 

Mr. Curtis. How big an area are we discussing ¢ 

Mr. Witu1amson. Well, the area of Trieste is roughly from 320 to 
350 square miles. 

Mr. Curtis. That large? 

Mr. Wittiamson. Yes, and the population is roughly around 330,000 
people. 

Mr. Lanvrarr. Is that in the whole area? 

Mr. Wiiuramson. ‘The whole area, yes. 

Mr. Lantarr. Well, in our mission which is in Trieste, I assume 
that we have the general military mission and as component parts of 
that we have the Air, the Navy, and the Army, is that correct ? 

Mr. Witiramson. Well, could I go back just a little? 

Mr. Lanrarr. Yes. 

Mr. WuutaMson. To say that there are two elements in the occu- 
pation of zone (a) of Trieste, the British which is distinct from ours, 
and the commander in charge of the territory, of the occupied territory 
that is zone (a) isa British general. 


AMERICAN ACTIVITIES IN TRIESTE 


We have in Trieste a garrison of troops which is limited by the 
treaty to 5,000. We have a political adviser and his immediate staff 
and we have an ECA Mission. The general in charge of our garrison 
is in charge of all the military components there and that represents 
the Army, the Navy, and the Air Force. 

Mr. Lanrarr. And the ECA is sending economic aid ? 

Mr. Wi1r1AMson. In the last fiscal year we had a small program 
for Trieste. 

Mr. Lantarr. But no military aid program ? 

Mr. Wiuu1amson. No military aid program because that has been 
prohibited by the treaty. 

Mr. Corris. Just general economic aid. What area does Trieste 
serve as a port for? They would serve Austria, I would imagine, of 
course, would it? 

Mr. Witi1amson. Well, historically Trieste has served in the Medi- 
terranean as an outlet for Austria and up until 1918 it was an Aus- 
trian city and it had one of the palaces of one of the archdukes which 
now, I think, is the headquarters, our headquarters. 

Mr. Curtis. So its economic position is still in connection with 
Austria, would you say 

Mr. Wiiui1amson. Unfortunately—well, yes and no. Historically 
it served as the outlet for the whole upper Danube area. There is 
very little need for any outlet for that area right now and we have 
utilized Trieste exclusively for shipping in ECA goods into Austria, 
and that has been one of the chief sources of income and employment 
in Trieste. 

It is also utilized for the shipment of goods, goods which are im- 
ported into Yugoslavia, but that is of small importance. 
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If it were returned to Italy, it would fit very well into the Italian 
transportation and shipping pattern. 

Mr. Curtis. But it is not used so much for that now, is it? 

Mr. Witt1amMson. No, because of the many administrative restric- 
tions that exist; as far as Italy is concerned, it is not subject to Italian 
sovereignty. 

Mr. Lantarr. When did Yugoslavia get into this area? 

Mr. Wittramson. As the result of the first war—1919. Did you 
ask how Yugoslavia got into this? 

Mr. Lanrarr. Yes; that was the last war? 

Mr. Wiitramson. Yes, that is right. 

Mr. Lantarr. As the result of this last war ? 

Mr. Wituramson. Yes, the last war. 

Mr. Lantarr. Primarily, from the subcommittee’s standpoint, 
what we are interested in is the integration of supply services for the 
Army, the Navy, and the Air Force, about which I presume you would 
know very little. 

Mr. Witx1amson. Well, I might even add to that and say I know 
nothing. 

Mr. Curtis. Do we have any installation there in Trieste? 

Mr. Wiiu1amson. There is a small airfield in Trieste. 

Mr. Curtis. Which is operated by our Air Force? 

Mr. Wituramson. Which is utilized by our Army. 

Mr. Lanrarr. Are we doing anything at that airfield, such as 
expanding it? 

Mr. Wuiu1amson. Not to my knowledge. 
Mr. Lantarr. Mr. Brownson ? 


SCRAP SITUATION IN ITALY 


Mr. Brownson. I would like to ask a question, getting back to 
Italy. Some time ago an American businessman told me that, after 
the close of World War II, a group of United States scrap dealers 
went into Italy and contracted for 50,000 tons of scrap. It was all 
ready for shipment, it was on the docks, but then they were refused 
permission to ship any of that scrap by the State Department. 

Mr. WixtramMson. When was this? 

Mr. Brownson. At the end of World War II. 

Mr. Wiiu1aMson. Well, I was not in the Italian work at that time, 
but I daresay that is true. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Wiix1aMson. Italy is an importer of scrap and not an exporter 
of scrap. 

Our policy is to rebuild the Italian industries to such an extent 
that they can produce for the Italian needs. Particularly if the 
Army is expanded as the result of our action on the treaty, we con- 
sider it highly desirable to provide that Italian factories—and some 
of them, after all, had long experience in making those items—could 
provide the items which are now provided under our assistance pro- 
gram, from the United States. 

Mr. Brownson. Well, just how far does that policy go? 
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Does the State Department go so far as to try to keep scrap in that 
area of the world so it can be exported to Italy or are you concerned 
only with the scrap that develops in Italy itself ? ? 

Mr. Wituiamson. Well, in the first 5 months of 1951 Italy im- 
ported 306,000 tons of scrap. ) 

Mr. Lanrarr. What year? 

Mr. Wixtr1amson. The first 5 months of 1951, they imported 306.000 
tons and they exported none. 

Mr. Lanvrarr. Where did they import it from? 

Mr. Witxramson. Well, they get it from any source that they can. 
Some of it comes from Germany. Frankly, I do not know. I would 
have to look into that. 

Mr. Lanrarr. Do they import any of it from the United States? 

Mr. Wituramson. I could not answer that, sir. 

Mr. Lantarr. I would like to know that and I think the commit- 
tee would, if you can get that information. 

In connection with that point what is the status of the iron and 
steel industry in Italy now! Is it not pretty well slowed down from 
« production standpoint because of Communist activities? 

Mr. Wrixrzamson. I would not attribute it completely to Commu- 
nist activities. I think it has been slowed down by a lack of raw 
materials and rather obsolete machines and obsolete plants. 

Mr. Lantarr. Are we furnishing them with any basic materials 
with which to rebuild their steel capacity ? 

Mr. Wriui1amson. There again, I would have to confess complete 
ignorance on that. That is part of the ECA program. I do not know 
the make-up of the ECA program. 

Mr. LantarFr. I presume we will have somebody for that infor- 
mation. 

Mr. Moretann. We will have somebody. 


COORDINATION OF ECA AND STATE DEPARTMENT 


Mr. Brownson. Just what coordination is there between ECA and 
the State Department ? Let us talk about Italy specifically. At what 
level does ECA coordinate its efforts in Italy with the State Depart- 
ment ¢ 

Mr. Wiuiz1amson. The situation in Italy is very fortunate in that 
field. We follow the basic instructions which have been sent out by 
the interested agencies in Washington concerning the organization 
of the United States Mission. 

Now, that has been carried out pretty much to the letter in Italy. 
The chief of our outfit is, of course, Ambassador Dunn. 

Mr. Curtis. He is who? 

Mr. Wiiiramson. James Clement Dunn. The head of the ECA 
Mission is Dayton and the head of the MAAG, the military advisory 
group, is General Rice. 

Now, coordination is carried out within that group at various levels. 
It is carried out first by the Ambassador, who is chief, and according 
to the line of instructions, is the head of the team. It is carried out 
directly with Dayton and Rice and it is carried out also at the working 
level. 
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Now, in Italy there is very close coordination between the staff of the 
ECA and the economic staff of the Embassy. 

We also, incidentally, work out the same way in Austria. 

Mr. Brownson. Is the State Department still organized into eco- 
nomic and political sides ¢ 

Mr. Moretanp. That was changed by the Reorganization Act of 
1948. You have economic and political officers in all offices rather than 
having them parallel or side by side. In other words, there is an 
assistant secretary in each area who coordinates the activities of both. 

Mr. Brownson. But do some of your people still think of themselves 
as primarily being in the economic or political end ¢ 

Mr. More.anp. There are economic officers and political, but their 
activities are coordinated at various levels. 

Mr. Brownson. I see. 

Mr. Moreranp. And subject to the direction and coordination of 
one officer at the assistant secretary level. 

Mr. Moreuy. The ECA man is Mr. Thorp, who is the Assistant 
Secretary of Economic Affairs, and the staff under him is a primary 
point of contact with ECA. 

Mr. Wiuuramson. As far as the Office of Western European Affairs, 
is concerned, we have an Italian desk under one person and that will 
include both political and economic officers who work side by side 
without any distinction administratively or organizationally between 
them. 

Mr. Witx1amson. Well, the answer to that is—not a great deal. 
Now, when De Gasperi was here, we signed with the Italian Govern- 
ment an investment agreement which is supposed to ease the situation. 


HANDICAPS TO PRIVATE INVESTMENT IN ITALY 


There are several reasons why investment has not gone into Italy. 
One of them i. the whole problem of risks. One of them is the prob- 
lem of rather strict government controls, chiefly the problem of trans- 
ferability of the funds. 7 

This investment agreement is supposed to ease that situation and 
to start studies and procedures which would permit a greater flow of 
United States private capital. 

There are several big companies in the United States that do invest 
in Italy and are continuing. 

Mr. Curtis. Of course, the committee’s main interest is from the 
angle of military procurement at this present time and whether it is 
feasible that more of that procurement be done within the country 
itself, perhaps, rather than procurement from here. 

At the present time do you happen to know, on military procure- 
ment—we are giving aid, of course, to Italy along the military line. 

Is that like we were told it was in Greece and Turkey, namely, 
American materials going there, are American, materials going to 
Italy or is some of that actually being manufactured in Italy and we 
furnish the capital, the funds, the money ¢ 

Mr. Wititamson. Well, I would have to check with Defense, but it 
would be my impression, and that is all I can give you, and my impres- 
sion is that it is American equipment. I do not know the breakdown 
of the figures, but that would be my guess. 
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Mr. Lantarr. What was the amount of economic and the amount 
of military aid extended by us to Italy in the last fiscal year as com- 
pared with that authorized for the next fiscal year? 

Mr. Wru1amson. Well, the fiscal year—you mean, compare fiscal 
1952 with fiscal 1951? 

Mr. Lantarr. That is right. 

Mr. Wua1aMmson. May I go off the record on this? 

Mr. Lantarr. Yes. 

(Discussion off the record.) 


ECONOMIC AID ORJECTIVES IN ITALY 


Mr. Lantarr. In connection with economic aid, is that money to 
be used to rebuild the industrial capacity of Italy ? 

Mr. WituiamMson. It is to increase the industrial capacity of Italy, 
particularly in heavy goods and particularly in heavy armaments. 

Mr. Lanrarr. The thing that I am not too clear on is just where we 
are going to end up some Fae in connection with our military program 
and our economic program. They will begin to cross paths. In other 
words, at the present time if we say that Italy gets 1,000 tanks, we 
will send them 1,000 M-—4 tanks, let us say. 

Now, the economic aid is at the same time building up the capacity 
of Italy to build its own tanks, and by the time that they are able to 
produce their own tanks in 2 or 3 years, then they will say, “We don’t 
like these American-made M-4 tanks. We can produce them ourselves 
and we will produce our own tanks, because our people like them 
better.” 

Well, they might very possibly just scrap these 1,000 American tanks 
because of the question of supplying them with ammunition and train- 
ing and standardization of equipment and so forth. 

Now, what is our thinking along the lines of what is going to 
happen to those 1,000 tanks, when that point is reached in the Italian 
rearmament program / 

Mr. Wittiamson. Well, I would say something like this—I cannot 
give you a categorical answer for the Department on such a question. 

Mr. Lantarr. Have they done any exploration with Italy along 
that line, that these tanks would be offered back to the United States 
as usable tanks or as scrap ? 

Mr. Winuiamson. Our policy so far has been to fill the requirements 
as set by NATO. 

Mr. Lanrarr. Well now, I understand that, but I am just look- 
ing at it as something that will arise in the future. I can foresee an- 
other rash of stories breaking out to the effect that these tanks have 
been sold by the Italian Government to American surplus property 
dealers and are in turn being sold to the United States Government. 
We will be investigating that some day. So, Iam thinking in terms of 
whether you are exploring with the Italian Government such questions 
as whether we will be getting back those tanks either as scrap or as 
usable tanks, free of charge. 

Mr. Wiu1amson. Well, the objective is to fulfill the requirements 
of the defense plan. 

Mr. Lanrarr. That is right. 
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Mr. Wituiamson. And we are also parties, as are the Italians, and 
all of the NATO nations, in the plans for standardization. 
I would say that the NATO machine and the NATO spirit is of such 
nature that the Italians or any other country in Europe are not going 
to produce a tank or any other item like that unless they do it along 
mutually and multilaterally agreed upon lines. 

Mr. Lantarr. Well, we should be able fully to agree in that respect, 
on a lot of items. 

Mr. Wittiamson. I do not know. I am speaking only of—well, 
very broad and general terms. 

Mr. Lanrarr. Off the record. 

(Discussion off the record.) 

Mr. Lanvarr. Any questions, Mrs. Harden ? 

Mrs. HArven. No questions. 

Mr. Lanrarr. Mr. Curtis? 

Mr. Curtis. No, other than to emphasize again what we have been 
emphasizing, our concern over what happens to this money. That is 
really the Expenditures Committee’s problem. 

Now, when we have given that money, actually we have lost sight 
of it, have we not‘ I mean, we are giving this property or money, 
whatever it is that we are giving, and whether it is personal property 
or war equipment or money, to these countries—we actually have no 
right to get it back again, have we, and when it becomes either scrap 
or obsolete and we are thinking out loud 

Mr. Lanrarr. You mean whether there should be conditional title. 

Mr. Curtis. Yes, whether there should not be conditional title. 

Let me ask you another question along the same line. First, we 
transpose that into dollars, but they do not owe us for those dollars, 
we are giving them to them, is that not right ? 

Mr. Moretanp. As a practice, they would get the materials. 

Mr. Curtis. Yes; they would get the materials. 

Mr. MoreLanp. And the money we appropriated goes back to our 
companies which manufacture the supplies. 

Mr. Curtis. Yes, and so we are getting some benefit that way, of 
course. 

Mr. Witssamson. We also get the benefit of the counterpart funds, 
too. 

Mr. Moretann. Are you familiar with this counterpart concept ¢ 

Mr. Lantarr. I am not familiar enough with it. ; 

Mr. Moretanp. I thought that perhaps we might go into it. 

Mr. Witiamson. We have got a counterpart expert sitting back 
there, Mr. Beale. Off the record. 


(Discussion off the record.) 





COUNTERPART FUNDS 


Mr. Wit1,mson. I will try to give it to you, but I do not know 
whether I can do it or not. 

We apropriate money, say, for Italy or Austria or France. That 
is made available in one of two ways, either in goods or in services. 

Those are sold in that country and the local funds that accrue from 
that are controlled by the government and used for purposes which 
we negotiate there and agree with them that they should be used. 
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Now, 5 percent of that is kept for our own administrative purposes 
and 95 percent is used by the government for various projects, indus- 
trial investment programs and things like that, that we discuss with 
them and agree with them about. 

Mr. Lanrarr. You do not have counterpart funds in connection 
with military items, do you ? 

Mr. Wunutamson. No. 

Mr. Beate. Only economic aid. 

Mr. Lanvarr. Economic only. 

Mr. Moretanp. In other words, as far as economic grants are con- 
cerned, for almost every dollar we appropriate and expend they put in 
a special account local currency an equivalent thereof and use it as 
a fund to be disposed of by mutual consent. In other words, in Italy, 
for instance, the Italians cannot spend this as they see fit without the 
concurrence of the United States Government. 

Mr. Lanrarr. Will you give us a specific example, one item ? 

Mr. Brownson. Let me ask, if we furnish Italy a tractor, would 
ECA do that? If they do, and then the Italian Government through 
normal channels sells that tractor to an Italian farmer and he pays 
$2,000 in lira for that tractor, is that $2,000 going to be counterpart 
funds? 

Mr. Morenanp. That is right. 

Mr. Brownson. And that $2,000 will have to be spent by the Italian 
Government in such a way as we agree to, in a way that will be 
mutually agreeable. So, when the Italian farmer bought that tractor, 
the $2,000 that he paid for it never comes back to us, but it does go into 
this counterpart fund ? 

Well, how can these counterpart funds be spent? Taking $2,000, 
and this has come up in debate on the floor, we hear that it could be 
spent, for instance, for houses for troops in Germany, military con- 
struction, and so forth. 

Mr. Moreanp. It depends. 

Mr. Brownson. Well, for example, what can you spend it for in 
Italy? 

Mr. Morrenanp. Of course, you can spend it for anything that does 
not require imports of raw materials or specialized labor and anything 
that could be produced with the indigenous resources of that country. 

Mr. Brownson. Which includes labor. 

Mr. Moretanp. That can be paid for by counterpart funds and 
counterpart funds can be utilized for that. 

Mr. Brownson. And the utilization has to be mutually advan- 
tageous. We could not take that counterpart from Italy in the form 
of olive oil; could we? 

Mr. Moreranp. No. 

Mr. Brownson. Because that would be advantageous only to us? 

Mr. Beary. And also the export of olive oil to the United States 
would earn dollars for them. 

Mr. Brownson. But if we had a military base in Italy and wanted 
to build houses around that base so that the families of the troops 
could have adequate housing, that could be done with those funds? 

Mr. Moretanp. Provided the timber could be bought in Italy; but 
that you would have to get from another area. 

Mr. Curtis. Well, it would inelude labor. 
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Mr. Moreranp. Yes. 

Mr. Brownson. I suppose we could have a joint project, where we 
could bring in the timber and they could furnish the labor. 

Mr. Beate. The use of counterpart funds in support of the defense 
program is now receiving high priority. Before, you could use them 
for other purposes, but now their use must also be permitted for 
defense purposes. 

Mr. Curtis. Suppose you have a situation where you have built up 
counterpart funds in a place like Italy, let us say, and you found that 
they have not got any place to spend it ? 

. Mr. Moreranp. It is conceivable that such a situation might arise. 
Mr. Curris. And that is really encouraging boondoggling; is it not? 
Mr. Moretanp. Well, these funds have to he spent in a manner mu- 

tually agreed upon. 

Mr. Curtis. Well, but I mean where you have got more funds, it is 
encouraging them to figure out ideas; is it not ? 

Mr. Moretanp. In a sense you have an anti-inflationary impact on 
the economy by taking this money out of circulation. 

Mr. Curtis. Is there any way that money could be drawn out of 
that—that is not part of the agreement, is it? Suppose you have got 
an excess and you knew it was an excess that could not be used for 10 
years. Is there any way set up so that it can be withdrawn from this 
so it will not be an incentive to boondoggling ? 

Well, it has to be used in direct relation to the defense effort—in 
other words, that would be the final use for that money and it would 
escheat to the United States, would it? 

Mr. Beater. No; because then you would have to convert into 
dollars 
Mr. Curtis. But it could escheat to the government concerned. 

Mr. Lanrarr. But we do not owe them anything. 

Mr. Curtis. Actually the net result is that it is costing the United 
States and probably will, because there is no use for it. 

Mr. Morenanp. There is no additional cost. 

Mr. Curtis. Just the cost in the first instance. 

Mr. Lanrarr. Could this money be utilized for military production 
and in turn result in a cut down of the amount of military aid that we 
have to give to those countries? 

Mr. Moretann. Definitely. 

Mr. Lantarr. That is the trend of the thinking now, is it not? 
But that implies that the economic strength of the country has to be 
built up in order to get the capacity to manufacture the military goods. 

Mr. Curtis. Could we pay the soldiers who are fighting in Korea 
out of the counterpart funds? 

Mr. Moretanp. As I understand it, the way we operate in Korea, 
we have to pay them in Korean money. 

Mr. Curtis. In other words, the money cannot go outside for that, 
either. ; 

Mr. Brownson. Could we use that money to buy rations for Ameri- 
can troops in Italy ? 

Mr. Moretanp. Off the record. 

(Discussion off the record. ) 

Mr. Brownson. If we had troops based in Italy, could we feed the 
troops with this money, buy rations for the troops? 





veneer et 


Cai Dae olny 





iat Saati 22 


Sth RAS 


Nie eg a 


REE ARN EIT och SABER BER: 


: 
& 
= 
: 
& 
: 





_ 


at FF) tod 


id, i i 





Se Ra eel 


ihc oa 


FEDERAL SUPPLY MANAGEMENT 43 


Mr. Lantarr. That is a good point. 

Mr. Moretanp. I could see no reason why not, if it is mutually 
agreed upon. 

Mr. Beare. To buy olive oil products in Italy. 

Mr. Lantarr. And there are a lot of agricultural commodities. too— 
do we do it? 

Mr. Brae. I do not know whether we do, in fact. 

Mr. Moretanp. There is no reason why we could not, if it is mu- 
tually agreed upon. 

Mr. Curtis. When we are in Rome we might ask about that. 

Mr. Moretanp. Of course, we do not have any troops in Italy. 

Mr. Curtis. No, but I mean ask specifically what they used the 
funds for. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Brownson. Mr. Meader? 

Mr. Meaper. I just wanted to ask Mr. Williamson if it is true that 
the situation is, in contrast to the lend-lease during World War II, 
we are now giving outright gifts of both military and economic aid. 

Mr. Witi1amson. Well, that is something, again, where Mr. More- 
land can answer the question better than I can. In the whole ERP 
set-up, we are making grants to European countries, and it is not on 
the lend-lease basis. 


TITLE TO UNITED STATES PROPERTY 


Mr. Meaver. Under the Lend-lease Act, it provided that the title 
remained in the United States and that applied to this aid that was 
given in World War II which amounted to something like $50,000,- 
000,000 or more, as I understand it. Now, I believe that our present 
program, both economic and military, does not retain title in the 
United States. 

Mr. Moretanp. That is my understanding. 

Mr. Lanrarr. Let me ask you this question. Does all of our eco- 
nomic aid now to all countries utilize the counterpart fund theory ? 

Mr. Moretanp. Where it isa grant. A lot of economic aid has been 
Joans. 

Mr. LantaFr. Well, I mean where it isa grant. In that case there 
are always counterpart funds to be concerned with there? 

Mr. Morenanp. Yes. 

Mr. Brownson. Would not those counterpart funds provide great 
temptations to local politicians in these and other areas ? 

Mr. Wiiu1amson. Well, in the countries with which I have come 
into contact I would say “No.” In the countries of Western Europe, 
and I do not know whether it is true of all of the recipient countries, 
but certainly in western European countries, the governments con- 
cerned have been slightly alarmed about the counterpart problem 
because of the danger of inflationary trend that it might introduce in 
the local economy. 

In one country, Austria, the Government is very much concerned 
because we will not agree to a transfer of the funds. So, it is very 
hard to draw any generalizations about that. 
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USE OF COUNTERPART FUNDS IN AUSTRIA 


Mr. Brownson. Speaking of Austria, what have they got to offer 
that they can release counterpart funds for ? 

Mr. Wiiu1amson. There are several things. One is the moderniza- 
tion of some of their industries, and wy wl 0 

Mr. Brownson. In other words, we can let them use these counter- 
part funds to let them build houses? 

Mr. Morevanp. That is right. 

Mr. Wriui1amson. Yes. 

Mr. Lantarr. For civilians? 

Mr. Wiriutiamson. For their own people. 

Mr. Brownson. In the case of this counterpart money, by and 
large, the general effect of the release operates almost 100 percent in 
favor of that country ? 

Mr. Wititamson. Well, we are trying to put that into constructive 
things, you see. 

Mr. Brownson. The thing I am trying to get at—well, this is not 
exactly the language that is used, but often on the floor of the House, 
we will hear in debate, “It won’t cost you anything because it is coun- 
terpart funds.” But. by and large, it does not work that way. 

Mr. Wriu1amson. What is meant is that it will not cost anything 
additionally; is that not right? 

Mr. Beare. Yes; it will not cost anything additionally. 

Mr. Wiii1amson. And it has been used, sir, in terms of the whole 
program of economic recovery and so it has been put into such chan- 
nels which in our estimation and the estimation of the Government 
involved would contribute to the economic recovery and would carry 
out as fully as possible that purpose and get full use of the amount 
of aid. 

Mr. Bratr. You see, to take a practical instance, if it was thought 
desirable to build up the economy, by expanding a particular industry, 
but if you did not have any housing in that area so that people could 
move in, then you could use the funds to build the houses particularly 
in an area where housing has been destroyed. 

Mr. Lantarr. Well, if the counterpart funds were used for that 
purpose, to build those houses and the people moved in, then those 
people would periodically buy the houses. Now, would the money, 
the purchase price of the house, go into the counterpart funds? 

Mr. Beare. It would depend on whether the houses were subsidized 
by the Government. 

Mr. Lantarr. Suppose we go on to Austria and France, because our 
time is running short. 


BACKGROUND INFORMATION ON AUSTRIA 


Mr. Witriamson. Austria is divided into four zones of occupation 
and they are occupied by forces of the United States, France, Great 
Britain, and the Soviet Union. 

The Austrian Government was founded in 1945 and in subsequent 
elections since 1945 the Communist Party has not received over 5 per- 
cent of the vote. So, it has one of the lowest percentages of Commu- 
nists of any country in Europe. 
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The Austrian Government is in a peculiar position. It exists. It 
makes laws. It exercises control over the local population. ; 

But, in the final analysis, its sovereignty is limited by the Allied 
Council which consists of four high commissioners, one from each of 
the occupying powers and the Allied Council has jurisdiction under 
the control agreement of 1946 over certain aspects of Austrian life. 

It also has a suspensive veto which is capable of lasting only 31 days 
over legislation of the Austrian Government. The veto, however, 
has to be unanimous and we have never had a unanimous veto, so all 
of the laws which have been passed by the Austrian Government have 
become active within 31 days. 

Austria has no armed forces of its own—— 

Mr. Meaper. May I interrupt and ask a question? Would you 
explain why that device which seemed to work so well in Austria was 
not used in Germany ? 

Mr. Wuu1aMson. That, sir, is a matter of history. It was pro- 
posed in Austria but not in Germany. Why it was not proposed, I 
cannot answer, but it was really a fine device, a very fine device. 

Off the record. 

(Discussion off the record.) 

Mr. Meaper. Well, is there any basic reason why it should not have 
been employed in Germany ? 

Mr. Witx1amson. Well, this follows the German agreement. You 
see, there were negotiated in 1945, in April and May of 1945, two 
agreements by the European Advisory Commission in London, one for 
the control of Austria which set up a four-power control and one was 
for the control of Germany which also set up a four-power control. 

Now, in 1946, the Austrian agreement was renegotiated, largely due 
to the initiative of General Clark. The German agreement was never 
renegotiated. 

Now, the answer to that is a matter of historical record that I do 
not know about. 

Mr. Lantarr. Will you go ahead ? 


AUSTRIAN ARMY BANNED BY TREATY 


Mr. Wiriu1amson. Austria has no armed forces and therefore it can- 
not contribute to NATO or even belong to NATO, because the Aus- 
trian Treaty prohibits it from having any army or manufacturing 
certain types of articles and implements of war. 

Mr. Curtis. Roughly, what is the population of Austria? 

Mr. Wiiu1amson. About 7,000,000. 

Until we get that treaty, therefore, there can be no thought of Aus- 

tria producing such goods or contributing manpower to NATO 
without violating the existing four-power agreements. 
_ Now, we considered it was in Austria’s long-term and short-term 
interests not to violate those agreements, because we wished to keep 
in existence the four-power machinery; otherwise, Austria would be 
split into two parts, just as Germany was split into two parts. And 
Austria is much too small a state to be split. It would mean the end of 
the whole concept of Austria and Austrian freedom. 

Mr. Meaper. Mr. Chairman, can I ask another question, please? 

Mr. Lanrarr. Yes. 
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Mr. Meaper. In 1946 there was considerable complaint by the occu- 
pation authorities in Austria that Russia had discovered some means 
through the agreement so that they could claim as reparations in 
Austria former German property, and Russia claimed. Even though 
Hitler had put it in there by force of arms, they claimed that thereby 
it became German property and, therefore, it wag subject to Russian 
seizure for reparations. 

Austria protested that, but a great many of the industrial facilities, 
I understand, were taken by Russia, under protest, under that Potsdam 
agreement. 

Mr. Wiuxtamson. The Potsdam agreement provided that Russia 
could take certain property, could appropriate German assets in 
eastern Austria. 


RUSSIAN SEIZURE OF ASSETS IN AUSTRIA 


Now, being in physical occupation in Austria, they wrote their own 
ticket of what constituted a German asset. If there was a road built 
by the Germans and if there was a bridge built by the Germans, then 
they said, “That is a German asset and it belongs to us.” 

We have protested, I should say, on the average of once a week since 
1946 and—well, the Russians have taken the entire oil facilities in 
eastern Austria, including the fields, the refineries, and the pipelines. 
They have taken approximately 300 industrial plants of various sorts, 
ranging from vinegar plants up to huge textile and electronic plants, 

They have tried to seize the stock and and securities. In that pur- 
pose they were stopped; they were prohibited from taking anything 
by very effective four-power action. That was the only place that we 
could stop them, the seizure of such things as securities and bonds. 
We mee ee stop them in the area which is under their military 
control. Ae ‘ 

This question of the ultimate disposition of German assets is a prob- 
lem which is in the unagreed-upon Austrian treaty, and until that is 
agreed to, or until the Russians withdraw militarily, there will be no 
solution to that problem. We have several file drawers full of notes 
on that. 

Mr. Lanrarr. I think we might as well leave Austria, because there 
would be very little for us to do there, other than visiting American 
authorities in Austria. So, will you go into the French picture? 

Mr. Wiuuramson. In the first place, I hope that the committee mem- 
bers are cognizant of the fact that, regardless of the many changes that 
have taken place in the French Government since 1945 and the many 
eovernments which have existed since 1945, France is still the keystone 
of our whole defense effort, mutual defense effort, as far as Europe, 
and is one of the great members of that organization. 


POLITICAL SITUATION IN FRANCE 


The appearance of instability in the French political system ex- 
ists—no one can deny that—but French politics have remained singu- 
larly consistent since the time of the war in (1) trying to rebuild the 
military power of France in order that France can defend itself and 
defend Europe and defend its oversea possessions and (2) trying to 
bring about an integration of Europe in such a way that Europe can 
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rovide an effective counterbalance to the Soviet Union, and many 
rilliant suggestions and many brilliant ideas and brilliant diplo- 
macy has come out of that French objective. 

French politics, however, are very complex, and French govern- 
ments are always on a constant search for a new majority by which 
they can govern. 

The Communist power in France, which was tremendous at the 
end of the World War due to the very vigorous role it played, has 
been subject to a steady decline, and in the last elections which are 
now being held—one last Sunday, and the next one on the next Sun- 
day—it is anticipated that the Communist position in the popular 
vote will reach the lowest point since the war—roughly 22 or 23 percent 
of the total vote. 

The French have pushed their whole plan for mutual security and 
mutual economic assistance, and they have played, therefore, one 
of the great roles in the rebuilding of Western Europe. 


ECONOMIC PROBLEMS IN FRANCE 


In the economic field the chief task faced by the French in the 
early days after the war was the physical reconstruction and repair 
of the destruction caused by the war. 

They did not stop their rearmament effort, and we have been very 
careful in dealings with the French not to push them to the extent 
than an inflationary trend will be created in the French economy, for 
the very simple reason that their whole problem of internal stability 
and internal order is based upon the retention of the social gains that 
have already been won and the retention of a standard of living 
which has not improved materially over that which existed before the 
war, and keeping their various groups quiet—and that consists not 
only of keeping the Communists quiet, and not giving them any op- 
portunity for intensive propaganda and activity, but also every other 
group which is interested or which is represented in the French Parlia- 
ment. 

The French rearmament effort since the end of the war has required 
deficit financing, and it has required assistance from the United 
States. 

I am sure that, when you get to Paris, General Eisenhower will tell 
you in detail as to the extent that paid off and will pay off in terms 
of French cooperation. 


SIZE OF FRENCH MILITARY FORCES 


The French Army, as far as the published figures are concerned, 
is now approximately 600,000 men in the ground forces and 120,000 
in the Navy and Air. 

Mr. Lantarr. Is that classified ? 

Mr. Wiiu1aMson. No; that is as far as the published figures are con- 
cerned. I frankly do not know the classified figures. There is an 
organized trained reserve in France of 1,500,000. 

Mr. Curtis. Pardon me; does that include French oversea troops? 

Mr. Wuu1amson. That is correct. Training and in the organized 
reserve, 1,500,000. A large section of the French forces are com- 
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mitted in Indochina, and there the French have suffered very heavy 
causalties in their armed forces since the beginning of the Communist 
insurrection there. That is particularly important because the 
French have by necessity been forced to ship overseas to Indochina 
their highest-trained sohiieck, and they suffered very heavy losses, 
particularly in the professional non-commissioned officers which have 
always proved to be the backbone of the French Army and the cadre 
for officers whenever the reserve was called into active service. 

Mr. Lantarr. Part of our military aid is going to Indochina, is it 
not ? ; 

Mr. Wirir1amson. A part of it? 

Mr. Lantarr. Yes. Part of our military aid to France is ear- 
marked for Indochina; is it not? 

Mr. WitxiaMson. It is, but I do not know the figures. 

Mr. Lanrarr. Do you know what disposition is made of scrap or 
surplus property resulting from that operation ? 

Mr. Wituramson. Mr. Chairman, may I give you a suggestion on 
this question of scrap? I noticed in the hearing this morning and 
in the hearing this afternoon that that is an important question, and 
I would recommend that, if you concur and if Mr. Moreland concurs, 
you inform the missions about that, in the places that you are going 
to visit, about your interest on that question, because the information 
you would require, I assume, is readily available there and not avail- 
able in Washington. ‘The people in the missions in the areas you 
will visit are much better prepared to discuss that. 

Mr. Lantarr. I think that will be helpful to the committee if the : 
State Department people, where we are going to visit, are alerted to 4 
our interest. i 

Mr. Curris. Well, let us be sure that we do not limit that to just 
scrap—also, salvage and surplus. 

Mr. Brownson. Well, we will send them a copy of that -paper, 
the purposes of the trip, that we have agreed to. 

Mr. Witttamson. If you let them know, they can have the mate- i 
rial available when you arrive. : 

Mr. Lanrarr. Fine, that will be very helpful. 

Now, what is the relation of the military in Paris and the depart- 
ments below to the State Department ? 








AMERICAN ORGANIZATION ABROAD 


Mr. Wruu1amson. Well, let us take Paris first. We have in Paris the 
same as in other areas, military advisers who work directly with the 
French Government. 

Mr. Lanrarr. Is that under the Ambassador? 


Mr. Witir1amson. Our military comes under that. : 
| Mr. Lanrarr. So, in each of these countries we visit in your area, 4 
| in Greece and Turkey and so on, our military’groups are going to b 


be under the State Department, the Ambassador ? 
Mr. Wriu1amson. That is right. 
Mr. Brownson. Is that under a military attaché? j 
Mr. Wriu1amson. That is his own advisers. Then he has a staff ‘ 
of economic and political people, and then he has MAAG. 
Mr. LanrarFr. en we get through with our statement of inter- 
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est, I presume we will send them out and they will be sent out to the 
various embassies that we will contact and they will—and I suppose 
that MAAG will be alerted. 

Mr. Wiiu1amson. The MAAG people are the people that can pro- 
vide this information for you. I am speaking particularly of Italy, 
because I know they have investigated that. 

Mr. Meaper. Off the record. 

(Discussion off the record.) 

Mr. Lantarr. Do you know whether or not counterpart funds are 
being used in the rehabilitation or expansion of any bases over in 
France? 

Mr. Wituiamson. At this point, I do not think so. I think in 
terms of the—off the record. 

(Discussion off the record.) 

Mr. Curtis. But if bases were to be expanded, it would be out of 
direct appropriations for the military ? 

Mr. Witi1amson. Yes. 

Mr. Curtis. What is the status of the counterpart funds in France? 

Mr. Witi1amson. You mean how they are used ? 

Mr. Curtis. No; the status—how they can be utilized. 

Mr. Wiiitamson. The same as in the other countries, sir. They 
are held in public account by the French Government and released 
by the French Government on agreed-upon projects. 

Mr. Curtis. Do you know whether or not, in connection with mili- 
tary and ‘economic aid to France, a good portion of the military sup- 
plies and equipment are sent over from this country or are they secured 
in France? 

Mr. Wiiur1amson. If vou are going to have a witness from the ECA, 
I suggest that you ask him that question because that is a very compli- 
cated problem on which a very complicated answer will have to be 
given, and I am not in a position to do it. 

Mr. Curtis. Is the French economy improving now, generally ? 

Mr. Wiiuramson. Steadily. There again, I say that from a very 
broad and general point of view. However, there has been a steady 
and noticeable improvement since the end of the war. 

Mr. Curtis. How about American private-capital investments in 
France? 

Mr. Witiramson. They are very much facing the same problems, 
when you compare American capital investment in France as in Italy, 
but we do not have an investment agreement with France as we have 
with Italy. 

Mr. Curtis. Is there any thought along that line, of getting one? 


ENCOURAGEMENT TO AMERICAN INVESTORS 


Mr. Wiix1amson. Not to my knowledge, although the ECA has gone 
into the whole question of giving guaranties of one sort or another to 
private American investors. 

Mr. Curtis. To encourage them ? 

Mr. Wiiui1amson. Yes; to encourage them. 

Mr. Mraper. You do not have a treaty like you have with Italy 
negotiated ? 

r. Witt1amson. Not that I am aware of. 
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Mr. Lantarr. Why is that? Why should a treaty be negotiated in 
Italy and not one with France? 

Mr. Wixuiamson. Because the Italians were very much in favor of 
that and wanted it, first; secondly, because of the—well, the desire 
on our own part to bring about investment in the economic possibilities 
in — an} to encourage investment in the economic possibilities of 
Italy. 

r. Curtis. Actually, the more private money that goes in there, 
the less you will need from our Government. 

Mrs. Harpen. Mr. Chairman, may I ask a question? 

Mr. Lantarr. Yes, Mrs. Harden. 

Mrs. Harpen. How many changes have there been in the French 
Government since 1935? 

Mr. Wituramson. Offhand, I do not know. I mean I would have 
to go back to the record and count them. I really would not want to 
guess, unless I guessed off the record. 

Mr. Lanrarr. Well, go off the record. 

( Discussion off the record. ) 

Mr. Lantarr. Any other questions? 

Mrs. Harven. No. 

Mr. Meaper. I would like to ask one. 

Mr. Lanrarr. All right. 

Mr. Meapver. Are you familiar with what happened to our surplus 
prepetle in France and Italy? 

Mr. Wituramson. No sir; Iam not. Maybe Mr. Murphy is. 

Mr. Meaper. I had one other question that I had forgotten to ask in 
connection with Italy. The Parke-Davis Co. in Detroit has com- 
plained that the Italians have not been respecting the treaty or living 
up to it. Are you familiar with that ? 

Mr. Wi.1amson. Personally I am not. There are people in my 
office who have discussed that question with various representatives 
of the drug firms in the United States. 

Mr. Meaper. Off the record. 

(Discussion off the record.) 

Mr. Lantarr. Mr. Williamson, I think we are about through here. 
Is there anything further that you wish to add with reference to any- 
thing within your sphere? 

Mr. Witu1amson. Nothing, sir, except to say we would be delighted 
to inform all of our people of your interest so that they can, ahead of 
time, get the desired materials collected. 

Mr. Lantarr. We will have it prepared within the next day or two. 

Mr. Wiii1amson. And so you can get the exact answers to your 
exact questions. 

Mr. Lantarr. Well, our time has expired. I am willing to adjourn 
for this afternoon. 

(Whereupon, at 4:45 p. m., the subcommittee adjourned.) 
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THURSDAY, OCTOBER 11, 1951 


House or REepresENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS, 
OF THE COMMITTEE ON EXPENDITURES, 
IN THE Executive DEPARTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 2:45 p. m., in 
room F-14, United States Capitol, Hon. Herbert C. Bonner, chair- 
man of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman, W. J. 
Bryan Dorn, Sidney A. Fine, Bill Lantaff, Cecil M. Harden, Charles 
B. Brownson,, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Ray Ward, Bureau of the Budget. 

Mr. Morecanp. When we closed yesterday we had on deck Mr. 
Beale, who can give you some background information on Great 
Britain. I would suggest, if you wish to hear him, that he be first, 
and then we can move into our lend-lease and surplus property staff. 

Mr. Bonner. All right, sir. 

Mr. Moretanp. This is Mr. Beale, who is in the British Common- 
wealth and Northern European Affairs Office. 

Mr. Bonner. Mr. Beale, will you give your full name? 


STATEMENT OF THOMAS BEALE, OFFICER IN CHARGE, ECONOMIC 
AFFAIRS, OFFICE OF BRITISH COMMONWEALTH AND NORTHERN 
EUROPEAN AFFAIRS, DEPARTMENT OF STATE; ACCOMPANIED 
BY ALLEN MORELAND, CONGRESSIONAL LIAISON OFFICER, 
DEPARTMENT OF STATE 


Mr. Brave. My name is Thomas Beale and I am Acting Officer in 
ee of Economic Affairs in the Office of British Commonwealth 
and Northern European Affairs. 

I think that of the main points in connection with the United King- 
dom, the most important is the size of their defensive program. They 
have programed for the 8 fiscal years of 1952, 1953, and 1954, 4.7 


billion pounds sterling, or about $13 billion. 


Note.—Asterisks denote classified material deleted for security reasons. 
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I think it is not unfair to say that the United Kingdom is making 
one of the largest and most effective contributions of any of the 
NATO countries with, of course, the exception of the United States. 

Mr. Brownson. Is that 13 billion for the 3-year period, Mr. Beale? 

Mr. Beare. Yes, it would be scheduled over the 3 years. Out of 
the $13 billion or the 4.7 billion pounds sterling, the British have 
estimated that about 2 billion pounds sterling will go for matériel 
for the defense program, and out of that 2 billion pounds sterlin 
they have already contracted for about 1 billion pounds sterling, an 
expect shortly to have that go up to about 1.3 billion pounds sterling. 


BALANCE-OF-PAYMENTS SITUATION IN UNITED KINGDOM 


As you know, the United Kingdom is currently in a very difficult 
balance-of-payments situation which has become increasingly serious 
in the last quarter. They have expected a surplus on over-all account 
for 1950-51 of about $500 million, and if the situation continues to 
deteriorate, they anticipate a deficit in the current fiscal year ending 
next June. 

At the beginning of 1949 the gold and dollar reserves of the sterlin 
area stood at about $1.9 billion, and as of June this year they sto 
at about $3.8 billion. During the past 3 months ending September 30 
the gold and dollar reserves of the area as a whole fell by about $598 
million, and now stand at about $3.2 billion. 

The situation facing the British today is a combination of a good 
many different factors. The terms of trade have turned against them 
in the sense that the volume of their imports has increased, the price 
of their imports has increased, and the volume and prices of the exports 
have not gone up to an equivalent extent, so that they have been at a dis- 
advantage from that standpoint. They have had to plan for losses as 
a result of the Iranian situation, and that has been estimated as repre- 
senting a net dollar loss of about $300 million. 

In recent talks with the Chancellor of the Exchequer—I am not 
sure whether this should be on the record or off the record 

Mr. Bonner. Off the record. 

(Discussion off the record.) 

Mr. Beate. In order to deal with the situation, one measure that 
the British will probably have to take is a reduction in imports into 
the United Kingdom, and they have indicated that they also plan to 
talk with the Commonwealth countries about reduction of dollar 
imports into the Commonwealth countries in order to save dollars 
on that account and help them meet their deficit. 

The other point of course is that on October 25 there is an election 
in the United Kingdom. I take it that this committee is going west, 
so when you arrive in the United Kingdom that question will be 
decided. 

That in brief is the current situation, and I would be very glad to 
answer any questions. 

Mr. Bonner. Mr. Fine? 

Mr. Fring. I have none. 

Mr. Bonner. Mrs. Harden? 
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Mrs. Harpven. No questions. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanrarr. I haven’t any. 

Mr. Bonner. Mr. Brownson ? 

Mr. Brownson. Do you happen to know anything about the British 
military supply system. I heard rumors all during World War II 
that the British had set up a formula whereby they would get back 
into Great Britain a significant fraction of the total amount of tonnage 
that went out to support an expeditionary force. In other words, they 
expected to ship back as salvage part of the gross tonnage that went 
out. 

Do you know anything about that ? 

Mr. Beate. I am sorry to say I do not know whether they did in fact 
work it that way. 


BRITISH MILITARY SUPPLY 


As you know, the Ministry of Supply is, in effect, the Ministry of 
Munitions in the United Kingdom, aa they procure for the ground 
forces and the air forces, whereas the Admiralty procures for the Navy, 
and also they have responsibility for those industries that are directly 
related, the metal-using and electronics industries, so that they have 
responsibility for iron and steel, for example, and for the motor-car 
industry. 

It is up to them to decide, I presume, how many motor cars should 
be allocated to the domestic market and how many to the export 
market. 

Mr. Moretanp. Mr. Brownson, we are requesting our mission in 
London to let you visit with the appropriate people, to give you this 
information first-hand. 

Mr. Brownson. Fine. Now, this is my other question: 

Do you have a pretty accurate and well-established ratio which 
would describe Britain’s relative production today as compared to her 
prewar production ? 

Mr. Beatz. Yes. I do not recall them offhand, but there are such 
figures. You mean the gross national product prewar and the gross 
national product afterward, and then the relationship of the defense 
effort to that? 

Mr. Brownson. Yes; and I was particularly interested in having 
it not on the basis of price but on some other comparable basis. Is 
Great Britain well above her 1938 levels? 

Mr. Beatz. In productivity ? 

Mr. Brownson. Yes. 

Mr. Brats. Yes, and she is above her 1938 levels, and it would be 
very easy to get you the figures on that. 

Mr. Brownson. That is all I have, Mr. Chairman. 

Mr. Bonner. Mr. Dorn? 

Mr. Dorn. I have one question, Mr. Chairman. You say that the 
British production, that is for war, would be estimated to be around 
$13 billion over the next 3 years; is that right ? 

Mr. Bratz. That is right. 
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Mr. Dorn. How would that 13 billion compare to 13 billion spent 
by the United States? Would it produce more goods for war, or 
less ¢ 

You see, what I am driving at is inflation eats up a lot of ours. 
We appropriate for a military appropriation today. Before it ac- 
tually gets into the field, inflation gets a large part of it. Is the same 
condition true in England, or does that $13 billion put out quite a 
bit of stuff? 

Mr. Bearer. Well, the $13 billion is, of course, going to be stretched 
over the next 214 years, so in part the answer to your question must 
depend upon how effectively they control prices over the next 214 years, 
but they have been controlling both wages and prices. 

Mr. Dorn. Better than we are here, would you say ? 

Mr. Bratz. Quite effectively, I would say. 

Mr. Dorn. More effectively ? 

Mr. Beate. Prices have been rising recently, but they rose by only 
a few percent over the past several years. 

Mr. Dorn. You see, we have to consider that because I am told that 
$10 billion in a country like Russia for national defense will go as far 
as $50 billion will in America, and that is the reason why I am asking 
that question. 

I just want to know how it does in England. They are controlling 
it more effectively, you would say, than we are here? 

Mr. Beate. Well, I would not like to make the comparison, but I 
would say that they were controlling it quite effectively in terms of 
their own economy. 

Mr. Brownson. Do they still have rationing in England? 

Mr. Beate. Not on clothes. They do on food, so far asI know. I 
have not been there for quite some time, and I do not know exactly. 

Mr. Dorn. That is all, Mr. Chairman. 

Mr. Bonner. Mr. Meader? 

Mr. Meaper. Is this $13 billion for the next 3 years their entire 
expenditures for defense ? 

Mr. Beate. That is their defense programing, as they would 


carry it 

Mr. Meaper. In other words, they only spend about $4 billion a 
wey defense compared with something like $60 billion that we 
spend ? 

Mr. Beate. Yes; but that in terms of their gross national product 
would probably work out at an equitable percentage of gross na- 
tional product. Their gross national product is relatively small as 
compared with ours, and therefore the $13 billion would compare 
favorably. 

Mr. Meaper. Has their first installment on the loan, the three- 
and-three-quarter-billion-dollar loan that is due December of this year 
been waived already ? 

Mr. Beatz. No. It is not due until December 31. 

Mr. Meaper. Well, there is some discussion about it, at least the 
interest being waived, is there not? 
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Mr. Braue. It is possible for the interest to be waived, and I have 
read considerable discussion in the newspapers as to whether it will 
or will not be done. That is a problem for the Secretary of the 
Treasury. 

Mr. Bonner. Any other questions? 

You know nothing about the system of supplies to the national de- 
fense in Great Britain, the Ministry of Supply? You said you knew 
nothing about that ? 

Mr. Beate. Well, I know only in the sense of what the general 
responsibilities of the Ministry of Supply are, but I do not know the 
specific question that Mr. Brownson asked me as to exactly whether 
they brought back, had arrangements for bringing back, their supplies. 

Mr. Bonner. Well what do you know about the supply system of 
their national defense ? 

Mr. Beate. I confess, sir, I know very little about it except in 
the most general terms. 

Mr. Bonner. What do you know in general terms? : 

Mr. Beate. Only that they have responsibility for the iron and 
steel industry, the motor car industry for allocations to the domestic 
economy and to the export trade. 

Mr. Bonner. What agency supplies the Navy, the Army, and the 
Air Force? 

BRITISH MILITARY PROCUREMENT AGENCIES 


Mr. Brate. Well, procurement for the Navy is the responsibility 
of the Admiralty, but procurement for the ground forces and air forces 
is the responsibility of the Ministry of Supply. 

Mr. Bonner. Then they have two supply systems ? 

Mr. Beate. Once you have moved out of procurement of munitions 
and directly related items, you move into two other areas. One, the 
have a Ministry of Raw Materials, of which Mr. Stokes is the ont 
and that covers, for example, nonferrous metal ores. 

The product of nonferrous metal ores is the responsibility of the 
Ministry of Supply, but the raw materials, nonferrous metal ores 
themselves, is a responsibility of the Ministry of Raw Materials, and 
there is a further complication in that the textile trades are a respon- 
sibility of the Board of Trade. 

That is a step further removed. They are, needless to say, con- 
cerned with defense in the procurement of uniforms, but they are not 
directly under the Ministry of Supply. 

Mr. Bonner. Well, the Textile Board supplies uniforms for all 
branches of the service. 

Mr. Beate. That would be the 

Mr. Bonner. Whereas we have three branches of the national de- 
fense individually purchasing their own textiles; is that correct ? 

Mr. Braue. I would assume that the demands of the three branches 
of the services in England would be made known to the Board of 
Trade, which would be responsible for procurement as I would under- 
stand their responsibilities, procurement of anything that involved 
textiles, per se. 
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Mr. Bonner. One board for all services? 
Mr. Bratz. Yes, like the Department of Commerce in the United 
States. There is no exactly comparable agency in the United States 
Government comparable to the Board of Trade, but I suppose the 
Commerce Department would be as close as you could come to it. 

Mr. Bonner. The Commerce Department here has nothing to do 
with supplying textiles to the armed services. 

Mr. Beatz. No, but the general responsibilities of the Board of 
Trade are broader than this problem of procurement, and I just make 
a comparison in that sense. 

Mr. Bonner. Thank you, sir. 

Mr. Moretanp. Now we have Mr. Meigs and Mr. Murphy from the 
office of the Lend-Lease and Surplus Property Staff . 


STATEMENT OF FRANCIS T. MURPHY, CHIEF, LEND-LEASE AND 
SURPLUS PROPERTY STAFF, STATE DEPARTMENT, ACCOMPA- 
NIED BY CARROLL M. MEIGS, STAFF ASSISTANT 


Mr. Morperry. Mr. Chairman, my name is Francis Murphy. I am 
Chief of the Lend-Lease and Surplus Property Staff. 

I do not have a prepared statement. J anticipated that the com- 
mittee with its questioning would focus on the problems in which they 
were most interested. My small division or staff is part of the eco- 
nomic area as distinguished from the political areas in the State De- 
partment, and we cover the entire world as far as administering sur- 
plus property and lend-lease matters are concerned, so it would be ex- 
tremely difficult to attempt to generalize, but I am happy to be here 
and help the committee in what I think is going to be a very useful and 
effective undertaking in making this world survey. 

Mr. Bonner. Now, just what do you do with respect to surplus 
property ? 


STATE DEPARTMENT HANDLING OF SURPLUS PROPERTY 


Mr. Moreny. We administer the affairs that were formerly con- 
ducted by the office of the Foreign Liquidation Commissioner, which 
went out of business in June of 1949. 

That office handled the disposal of surplus property under the Sur- 
plus Property Act of 1944 which, as you all know, was superseded 
by Public Law 152 which became effective on the 1st of July, in 1949. 

Now, by administering, I mean that we manage the interests of the 
United States in these long-range surplus property agreements. They 
represent obligations to United States of about $2 billion. 

Now, that covers the disposals that were actually made by the office 
of the Foreign Liquidation Commissioner. In addition to that, when 
Public Law 152 came into force title [V provided that each executive 
agency owning property abroad would be responsible for its disposal, 
but that it must make those disposals in conformance with our foreign 
policy, so that within the State Department this staff, of which I am 
the Chief, was designated to work with all of the other Federal agen- 
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cies in seeing to it that the foreign policy of the United States was pro- 
tected and furthered by whatever they did in the field of surplus 
property disposal. 

Mr. Bonner. You haven’t any activity in Alaska with respect to 
surplus property ? 

Mr. Murrny. No, sir; we do not cover Alaska, Hawaii, Puerto 
Rico, the Virgin Islands, or the zone of interior. 

Mr. Bonner. How about Japan? What is going on with respect 
to surplus property as far as your agency is concerned ? 


DISPOSAL OF SURPLUS TO JAPAN 


Mr. Murreny. During the period of the Surplus Property Act of 
1944 we sold to Japan under credit agreements property at a sale 
price of approximately $14 million and we are administering these 
agreements. 

We draw down local currency when we need it to pay United States 
expenses, and at the moment we are engaged in rewriting part of the 
agreement as a result of the peace treaty. 

There will be a subsidiary agreement in which we will redefine and 
change some of the terms of payment in order to make it possible 
for us to draw down Japanese currency and use up that $14 million. 

Mr. Brownson. Mr. Chairman, may I ask at that point what valua- 
tion was used in arriving at that $14 million ? 

Mr. Moureuy. That is a charge against the Japanese. It does not 
represent the original cost to Uncle Sam. 

Mr. Brownson. Do you have any factor for estimating the original 
acquisition value of that property ? 

Mr. Mureny. Not with me. I can tell you the world-wide average, 
the average return was about 20 cents on the dollar. I think it was 
higher, I think we got more in Japan because it was somewhat of a 
selected sale. I can get for the subcommittee the exact figure, if you 
wish. 

Mr. Brownson. We would like to have that if we could, please. 
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(The material referred to follows :) 


Department of State—Status of surplus property credit agreements with foreign entities 
under the Surplus Property Act of 1944 as of June 30, 1951 
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Mr. Bonner. What was the nature of the property? 

Mr. Murpny. In general, the run of the mill war surplus, as I 
recall it, principally motor vehicles, some construction equipment, 
medical supplies. 

Mr. Bonner. In Japan? 

Mr. Murpuy. In Japan; yes, sir. These were supplies that were 
on hand in the various Army depots i in Japan. 

Mr. Brownson. These were all in Japan. None of these were 
moved into Japan from surrounding bases to be disposed of; is that 
right ? 

hx} Morpny. That is correct. 

Mr. Brownson. These were in Japan? 
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Mr. Murreuy. That is my understanding; yes, sir. 

Mr. Bonner. Asa result of the Army occupation ? 

Mr. Murpeny. Yes, sir. 

Mr. Meaper. Was that a bulk sale? 

Mr. Murpuy. No, Mr. Meader, it was not a bulk sale. There were, 
I think, five separate contracts all under the long-range credit agree- 
ments, but it was not a bulk sale in the ordinary sense. 

Mr. Brownson. What were the dates of those transactions ? 

Mr. Mourpeny. I do not recall the exact date. I know it was 1947 
and 1948. 

Mr. Brownson. The reason I ask is because at the end of the war we 
did not have anything in Japan because we were not in Japan until 
then. 

Mr. Mureny. Oh, yes; you had to build up these supplies after the 
war. 

Mr. Brownson. They were built up apparently in late 1945 and 
1946 and then were sold in 1947 ? 

Mr. Moreuy. That is right. 

Mr. Brownson. So it would seem to me that they must have been 
moved from some of those surrounding islands to Japan. 

Mr. Murpeuy. They undoubtedly were by the Army, but they were 
not moved for the purposes of this particular transaction, which was 
the case in Korea. Property was moved in to meet a particular 
requirement there. 

I would like to mention for the subcommittee that the exact dates 
and the terms of these agreements are all available in the reports that 
we furnished Mr. Roback. 

Mr. Ropack. We have the information. We also had a memo- 
randum prepared for members on some of the background material. 
I believe most of the members have that. 

Mr. Bonner. Did the State Department have any consultations 
with the Maritime Commission when they made a couple of contracts 
with a British concern with respect to scrapping the ships that had 
been lost at Okinawa and in the Pacific ? 


SALE OF SCRAP IN OKINAWA 


Mr. Murrny. I think you are probably referring to a contract that 
the Office of the Foreign Liquidation Commissioner originally made 
with American firms for the sale of the hulks that are under water 
off Okinawa. 

Mr. Bonner. That was a British firm. 

Mr. Murpuy. Mollers now own it, I believe, but they are the third- 
party owner. We originally sold those hulks I believe to the China 
Merchants & Engineers, Inc., which was a firm in Seattle, Wash. 
They resold their interest to the Oklahoma-Philippine Trading Co. 

Neither of those firms, as far as we know, actually did anything to 
scrap the vessels and move them, but the Oklahoma-Philippine outfit 
resold to Mollers, and as I understand it Mollers now owns the interest 
in those vessels. They have asked for permission to dispose of the 
scrap to Japan. We have a request from them before us now for 
consideration. 

94756—52——-6 
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Mr. Bonner. Did any of this scrap go to Hong Kong ? 

Mr. Murpny. As I understand it, the scrap has not been removed 
in any bulk. I think a few of the vessels have been floated and moved. 
As far as I know, the vast bulk of it has not yet been scrapped and 
moved. Do you know of any? 

Mr. Metcs. There was one shipment reported to Hong Kong in 
early 1949 or late 1948. That was not of scrap. 

That was some marine supplies, which were involved in the sale 
and there have been rumors that there have been small shipments of 
scrap since then, but I do not believe any of it is that scrap which re- 
sulted from the OFLC sale. 

Mr. Murrny. The bulk of the vessels were small landing craft, and 
that was handled by the Office of Foreign Liquidation Commissioner, 
and then there were some larger vessels which were sold by the Mari- 
time Administration. We had no part in that sale. 

Mr. Bonner. You had no supervision over the handling of that? 

Mr. Murpny. That is correct. That was handled by the Maritime 
Administration. 

Mr. Meias. Mr. Chairman, it might be of interest to the subcommit- 
tee to know that in the OFLC contract for the sale of those vessels, 
there is a clause requiring the return of that scrap to the United 
States. 

Mrs. Harpen. Pardon me; I was going to ask why they were plan- 
ning to sell it to Japan instead of permitting us to have it. 

Mr. Murrery. Well, they came in because of this clause in the con- 
tract; they have now approached us for permission to sell in Japan, 
1 presume because the market will bring a better price there, but I do 
not know why. But they are now seeking our permission to sell the 
scrap in Japan, and no decision has been made on that request as of 
today. 


SCRAP IN KOREA 


Mr. Bonner. Does your Department, your section of the State De- 
partment, have any contact with the movement of scrap out of Korea? 

Mr. Murpny. Yes, sir, we do, and that falls under Public Law 152. 

The different agencies, particularly the Department of Defense, 
are right now in consultation with the State Department on Korean 
scrap, and Mr. Meigs has been the one most actively in contact with 
them. Anticipating that you would want to know about that, he is 
here. ; 

Mr. Bonner. Mr. Meigs, is the Korean Government shipping a 
quantity of scrap from Korea ? 

Mr. Metes. So far as my information goes, there has not been any 
movement of scrap out of Korea in any direction. That is not based 
on any reports that I have received, but merely conversations with 
people who are connected with that. 

Mr. Bonner. Your Department does not have a representative out 
there making reports to you? 

Mr. Mureny. Yes, we do. We have an Embassy staff in Pusan. 

Mr. Bonner. Do they know anything about scrap? 

Mr. Mourpny. T have seen no reports about any scrap movements. 





FEDERAL SUPPLY MANAGEMENT 61 


Mr. Bonner. Has anything come to your attention about the esti- 
mated quantity of shell scrap that the Army should have received 
back in scrap, and what has become of it? 

Mr. Murpuy. No, sir, I haven’t seen anything. 

Mr. Bonner. Do you know anything about that? 

Mr. Metres. No, sir. 

Mr. Bonner. Have you anybody out there, or is that in your 
sphere at all? 

Mr. Mees. It is not within our sphere, strictly speaking. 

Mr. Murrpny. That would be the Department of Defense and 1 
understand that some sort of a survey mission has just completed 
work out in Korea on that scrap situation. 

Mr. Bonner. Do you have any knowledge about any surplus in 
that area? 

Mr. Mesias. In Korea, sir? 

Mr. Bonner. Yes. 

Mr. Mets. No. 

Mr. Bonner. At Okinawa? 

Mr. Metas. Surplus at Okinawa is that which was sold under Of- 
fice of the Foreign Liquidation Commissioner operations. We have 
not had any information from the Army or Department of Defense 
regarding any surplus on Okinawa since the closing of the Office of 
the Foreign Liquidation Commissioner. 

Mr. Bonner. Where in the Pacific do you have any knowledge of 
transactions on surplus property ? 

Mr. Meres. In Guam and in Japan and the Philippines, also the 
Trust Territory. That about covers the area. 

Mr. Bonner. What is your knowledge about it? 


STATE DEPARTMENT DISPOSAL POLICY 


Mr. Meies. In compliance with our statement on policy to the 
various executive agencies, when they have quantities of surplus prop- 
erty exceeding a cost value of $250,000, they communicate with us 
and ask us for our comments and suggestions as to disposition, and 
we, when we receive that request, canvass the situation thoroughly and 
reply, saying we approve or we disapprove of the proposed transac- 
tion. 

In the course of the last 2 years we have had had numerous re- 
quests for our comments from the Pacific area, and have in most cases 
given our qualified agreement to the disposal. In general, the qualifi- 
cations which we have attached to the disposals have been that the 
material disposed of be disposed of in a fashion which will prevent 
its falling into the hands of any persons or nations whose interests 
are contrary to our own. Otherwise, there has been no tremendous 
question of foreign policy involved. 

Mr. Murreny. You do have some information on particular sales 
that have been suggested ? 

Mr. Mries. Yes. For instance, on Guam the Army has our agree- 
ment to the disposal of about $13 or $14 million worth of property. 
In Japan nearly $4 million, in the Philippines—— 

Mr. Bonner. That is in the last 2 years? 








62 FEDERAL SUPPLY MANAGEMENT 


Mr. Mercs. In the last 2 years. That is since the coming into opera- 
tion of Public Law 152. 

In the Philippines about $500,000 worth of material. The Navy 
on Guam has disposed of approximately $5 million worth of prop- 
erty, and the Maritime Administration in Japan $365,000 worth of 
ae id in acquisition cost. 

Mr. Bonner. The big bite seems to be on Guam. Do you get a report 
broken down, as to what that surplus property is? 


SCRAP ON GUAM 


Mr. Morpny. In general terms. On Guam, for instance, non- 
reparable equipment, and other items, salvage and nonreparable equip- 
ment, scrap, and salvage materials, a scrapped vessel, ferrous scrap 
and lumber scrap and things of that sort. 

The Navy on Guam sold miscellaneous ordnance equipment in scra 
condition. To each of those approvals of sale of that sort we dath 
the condition that the scrap be adequately protected from finding 
its way to the Chinese mainland. 

Mr. Bonner. Now, the scrap in Guam, where did it go? 

Mr. Mourrenuy. I haven’t any direct information on that 

Mr. Bonner. That is not reported to you, then? 

Mr. Metes. That is not reported, no, sir. 

Mr. Bonner. The purchaser and the ultimate disposition of the 
scrap or surplus are not reported to you? 

Mr. Merces. That is right, sir. 

Mr. Bonner. What is your function, then? What are you doing? 
What are you accomplishing ? 

Mr. Murpuy. Could I try to answer that for you, Mr. Chairman? 

Mr. Bonner. Yes. 


PURPOSE OF STATE DEPARTMENT APPROVAL OF SURPLUS DISPOSAL 


Mr. Murrny. The idea behind that clause in Public Law 152 is 
to assure, for example in the Philippines—suppose the Army turned 
up or the Navy turned up with, we will say, $5 million worth of 
surplus property consisting of a lot of foodstuffs and perhaps a lot 
of motor transport equipment. 

If they were to dispose of that in one bulk package in the Philip- 
pines, it might have and probably would have a terrific effect on the 
local economy. 

Suppose they decided to sell it only for United States dollars, it 
might be that withdrawing that many dollars from the Philippines 
in one lump would seriously affect the economy for a period of time, so 
that the Defense Department or any other executive agency is required 
to come in and consult with the State Department to see whether the 
disposal of surplus property in a particular area can be done in 
accordance with the plan they have in mind. ; 

Now, it may be that we will say to them, “It doesn’t look as if you 
ought to sell all of this motor transport equipment in the Philippines 
or try to sell it for dollars at this particular time.” We might say, 
“Can’t some of it go back to the United States or can’t it be used 
elsewhere ? 
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On the other hand, suppose they had a lot of stuff in Germany that 
they wanted to sell. They might say that they are thinking of selling 
it for Gefman marks, and then the economists and other people in the 
State Department would examine that and see if it was the proper time 
to do that, if the German economy could stand that much of an impact, 
and whether that material might not better be sold to another country 
that we were trying to do things for. 

Perhaps it might be suggested to them that they ought to sell it in 
Italy or France rather than in Germany, and that is the function 
that we try to perform, as the contact point in the State Department. 
When a proposal from the Defense Department or the Maritime 
Administration comes to us, they say, “We want to sell a lot of this 
stuff in a certain area,” we then discuss it with each of the interested 
officers in the State Department. 

Mr. Bonner. You are just interested in it from an economic point? 

Mr. Murpuy. Economic, political, and military foreign policy, too. 

Mr. Bonner. Now, at Guam what is the economic 

Mr. Murpuy. They are merely following the pattern there. Actu- 
ally, Guam is a possession of the United States, and technically they 
did not even have to come to us for our approval, but they follow a 
pattern because the sale might be made to somebody who intended 
to move it to the Philippines, for example. 





KOREAN SCRAP 


Mr. Bonner. What kind of negotiations do you have with the 
Korean Government with respect to scrap surplus being exported 
from Korea ? 

Mr. Morpuy. I know of none that are under way. 

Mr. Bonner. That would not come within your sphere, negotia- 
tions? 

Mr. Murruy. Do you mean between private entities and Korea? 

Mr. Bonner. The State Department and the Korean Government. 
The Korean Government is controlling all the scrap in Korea, did you 
know that? 

Mr. Mourpuy. That is my understanding. 

Mr. Bonner. All the surplus in Korea. 

Mr. Mourrny. Well, there would not be very much surplus there 
right now while the operations are under way. 

Mr. Bonner. What we call surplus is material that is no longer of 
use to the Federal Government; but you do not have any connection 
with that ? 

Mr. Mourpny. I have no knowledge of any negotiations on scrap. 
Noel Hemmendinger, who has been here, is the man in charge of 
Korean economic matters, and he might know of some negotiations. 
I have not heard of any. 

Mr. Bonner. Mr. Hemmendinger, is he coming back? 

Mr. Moretanp. He will be here at 3:30. 

Mr. Lanrarr. With reference to this $14 million worth of surplus 

roperty which was disposed of by the military to Japan, do you 
i whether or not there is an agency within the Japanese Gov- 
ernment which handles the disposal of that surplus property either 
within Japan or to dispose of it to any purchasers by—— 
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Mr. Murreny. I would like to correct one point there. The dis- 
posal is not made by the military. It was turned over to the Office 
of the whiny “8 Liquidation Commissioner as far as disposal under 
the Surplus Property Act is concerned. 

Mr. Lantarr. In turn, the OFLC sold to Japan for a fixed amount. 
Now, is there an agency in Japan to handle that? 

Mr. Morreny. As far as I know, there is not. You probably have 
in mind something like the Philippine Surplus Property Commission, 
but as far as I know, there was no agency like that set up in Japan. 


USE OF SURPLUS PROPERTY BY JAPAN 


Mr. Lanrarr. What did Japan do with this equipment? Did they 
use it all within Japan, or has some of it been sold and disposed of 
outside of Japan? 

Mr. Mourpny. As far as I know, the bulk of it was used within 
Japan. I have never heard a report of any significant quantity hav- 
ing been exported. It is possible, but I simply have not heard of it. 

Mr. Lanrarr. Could you get for us the name of the Japanese 
agency that handled that surplus property ? 

Mr. Morruy. Oh, yes. 

Mr. Lantarr. Could you get it for the subcommittee ? 

Mr. Murruy. Oh, yes. 

(The material referred to follows:) 


JAPANESH ScRAP HANDLERS 


Nore.—The contract for the transfer of World War II surplus property was 
executed by the State Department acting through the Office of Foreign Liquida- 
tion Commission and the Japanese Government acting through the Japanese 
_ of Trade which was approved by the Supreme Commander for the Allied 

-owers, 

Mr. Lanvtarr. You do not know, then whether or not any of the 
surplus property that OFLC sold to Japan has been reimported into 
this country ¢ 

Mr. Murpny. I haven’t heard of any instances from Japan. 

Mr. Lanrarr. Now, is it my understanding that there is now avail- 
able on Guam surplus military equipment? 

Mr. Murrny. Do you have the dates on those? 

Mr. Mrees. I do not have the dates. These cover a period of time. 
JT think that all property that has been submitted to us for comment 
from Guam has been disposed of. 

Mr. Lantarr. You do not happen to know whether or not there is 
any surplus property available now for sale by the Army in Guam or 
the Philippines or Japan? 

Mr. Metas. I do not know. It is my belief that there is not. There 
may be small quantities of outmoded equipment. 

Mr. Lanvarr. Salvage? 

Mr. Metes. Salvage equipment. 


STATE DEPARTMENT PROCEDURE FOR SURPLUS DISPOSAL 


Mr. Lanvarr. If you have to approve the sales of surplus property 
from the standpoint of the impact on the economy of the country, how 
can you approve that unless you know who is going to buy it? 
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Mr. Metas. The plan that is submitted to us by the agency states 
that certain bidders will be solicited. 

For instance, in Guam they might say that they would ask bidders 
from the United States, from the Philippines and from Japan, and 
when we have such a request on hand, we act as the clearing office in 
the State Department. 

We will consult the Philippine desk, we will consult the Northeast 
Asia desk and ask them if they approve of this plan. If they have no 
objection to the property being sold, that may possibly wind up in 
the Philippines, then we pass that word on. 

Mr. Lanrarr. But you do not know whether or not a specific com- 
pany purchases this particular scrap ? 

Mr. Murpny. No, sir; we do not in advance know who the pur- 
chaser may be, and usually it is an invitation-bid basis. 

Mr. Lanvrarr. Suppose a representative of a Hong Kong company 
buying for the Chinese Reds was operating out of the Philippines 
under another name, and they submit a bid as Filipinos to the Army. 
That would have been transmitted to your office here without you 
knowing what company was submitting the bid or was being asked 
to bid, and you would go ahead and approve it. In fact then you 
would be approving a sale which would end up in China. 


IDENTITY OF ULTIMATE PURCHASER NOT KNOWN 


Mr. Murpuy. We would approve the sale in principle without 
knowing who would be the ultimate purchaser, but the Army, the 
local commander of the Army, we will say in Manila, is instructed to 
work with the Embassy, and our Embassy is instructed to go along 
hand in hand with the Army or Navy or Air Force, and between, 
them I think it is reasonable to say that they would be able to uncover 
any of these operations. 

If they could not, then it is possible that something like that might 
happen, but it can be said that both the Army and the State Depart- 
ment missions are instructed to work together on sales like this to 
prevent, among other things, exactly what you have in mind. 

Mr. Frne. On that point, you do not have a record of the purchaser. 

Mr. Morpny. No, sir; I am talking now about after the invitation 
is out and bids are open, suppose Mr. X of this company is high man. 
It is up to the Army, the local commander, to get with our Embassy 
there and use whatever checks they can, checks and cross checks, to 
be sure that the purchaser is a good purchaser. 

Mr. Lantarr. What representatives do we have on Guam ? 

Mr. Mourruy. None on Guam. 

Mr. Lanrarr. How would your planning officer on Guam check with 
the State Department ? 

Mr. Murruy. Only by coming back to headquarters here if he 
ane it necessary. To my knowledge that has not been done thus 

ar. 

Mr. Lantarr. As far as you know, on this $14 million worth of 
surplus property that was disposed of at Guam, no check was made 
by the Army commander there through State Department circles to 
determine whether or not any of that was going to a possible Com- 
munist-front company ¢ 
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Mr. Morrxy. I do not know what steps he took to make that check, 
but our letter of approval specifies that the sale must be made only 
to people who will use it for purposes that are not contrary to our 
interests. 

Now, what he did in carrying that out we simply do not know. We 
have no way of policing it on Guam. 

Mr. Lantarr. You get no final report from the disposing agency as 
to the bidder or company to which the property was actually sold? 

Mr. Morpny. Unless they volunteer it. 

Mr. Merges. It is our function to make known the policy to the 
disposing agency. It is the disposing agency’s responsibility to make 
os disposal in accordance with foreign policies we make known to 
them. 

CLAUSES IN SURPLUS SALES CONTRACTS 


Mr. Lanrarr. You stated in each of these approving certificates 
that you have issued, you have inserted clauses to prevent this prop- 
oe from falling into Communist hands. What is the nature of those 
clauses? 

Mr. Morrny. I do not have a sample letter here. Perhaps the best 
thing to do would be just provide the subcommittee with probably two 
or three or four samples of the type of letter that we send to the Army 
or Navy. Would that be satisfactory, Mr. Chairman ? 

Mr. Lantarr. I was just interested in what kind of a clause you can 
write into a contract. If a man buys something, he is going to sell it 
to whomever he wants to, regardless. ; 

Mr. Murpny. The language goes something like this: “It is under- 
stood that the sale will be made only to purchasers who will not use 
the property involved for purposes which are inimical to the interest 
of the United States.” 

Our lawyers worked it over and we worked it over, and we came up 
with what we thought was sound language. I do not recall the exact 
language, but I will be glad to furnish the committee with copies of 
some of the letters. 

Mr. Lanrarr. In other words, it is supposed to be understood by 
the person buying it that it is not to be used to the disadvantage of the 
best interest of the United States; is that right ? 

Mr. Murrny. We would hope that the Army or the Navy would go 
beyond that, and insert enforceable clauses in their contracts. 

Mr. Metcs. In some instances we have—— 

Mr. Lantarr. How could a clause in a contract prevent a so-called 
front company purchasing for the Chinese Communists from disposal 
of it in China? 

Mr. Morpuy. That is a problem. 

Mr. Lantarr. A clause would not stop them from doing that. 

Mr. Murpny. That is right. We are frequently confronted with 
that problem in some of our earlier disposals, upto 1949. It is virtually 
oo to police. 

ou can get warranties and sometimes we even require the posting 
of bonds, and we usually have language in the contract which, if you 
could catch up with them, would be useful, but when you are dealing in 
foreign areas it is almost impossible to enforce language like that. 
You have to stop it at the beginning, try not to let it get started. 
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SURPLUS MARKETS 


Mr. Lanrarr. Do your records reveal that there are now any active 
surplus property markets anywhere in the world? We have just 
mentioned three areas, Guam, the Philippines, and Japan. How about 
in the Middle East or in Europe? 

Mr. Murrpuy. To my knowledge there has been very little, in fact 
no activity in the Middle East. The Army has made some requests for 
sale to Germany, very recently. 

Mr. Lanrarr. What is the nature of those requests? 

Mr. Mercs. The latest ones are on scrap and scrap vessels, scrap 
aluminum, lead. 

Mr. Lanrarr. What were the dates of those requests? 

Mr. Metes. Those are within the last 2 months. 

Mr. Lantarr. And who made the request for permission to dispose 
of this scrap ? 

Mr. Metas. The Department of the Army. 

Mr. Lantarr. And who were they selling it to? 

Mr. Metes. They would propose to sell to a selected list of bidders. 

Mr. Lanrarr. And where are those selected bidders from? 

Mr. Meigs. From the United States and Western Europe. 

Mr. Lanrarr. Specifically, what countries in Western Europe? 

Mr. Meics. That was not stated. 

Mr. Lantarr. How do you know that one of the satellite countries 
in Western Europe might not be one of the bidders ? 

Mr. Metes. I do not know of any satellite countries in Western 
Europe. 

Mr. Lantarr. I may be using too broad a term, but is that all they 
say to you, that Western Europe is where they are selling? 

Mr. Meies. Western Europe; yes, sir. 

Mr. Lantarr. Don’t the various iron-curtain countries have pur- 
chasing agents throughout Europe ? 

Mr. Metres. I do not know that, but I do know that there are in- 
tensive efforts being made to prevent the export of critical materials 
to Eastern Europe. 

Mr. Lantarr. How can you tell if a sale is economically sound to 
any country in Western Europe? 

Mr. Meics. Well, Mr. Lantaff, they are our allies, you know. 

Mr. Lantarr. You are not talking about it from the standpoint of 
whether they are allies or not. You are talking about whether it is 
sound from the standpoint of their economy; is that not correct, Mr. 
Murphy? 

Mr. Murpuy. Yes. 

Mr. Lantarr. How can you tell if the Army says, “We are goi 
to sell this in Western Europe” whether it is sound Fest ae 
How do you know whether they are talking about France or Western 
Germany or England? 


SCREENING OF BIDDERS BY DISPOSAL AGENCY 


_ Mr. Bonner. Who approves the purchasers? Whoever is the sell- 
ing agent does not just take everybody. There is some screening of the 
purchasers. Who does that? 
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Mr. Morrny. The people who are making the disposal. 
Mr. Bonner. Are they required to screen the bidders? 
Mr. Mourpeny. Not by law. 
Mr. Bonner. For security? Do they practice that? 
Mr. Mourpuy. I do not know. 
Mr. Bonner. That would be something that the State Department 
would be interested in? 

Mr. Murpeny. They would certainly be interested in who ultimately 
bought the property; yes, sir. 

Mr. Bonner. But the State Department does not know whether 
that takes place? 

Mr. Morrny. There is no requirement. 

Mr. Bonner. I understand that there is no requirement, but the 
State Department is charged with a great responsibility and a varying 
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responsibility. 
Mr. Morpuy. That is right. ‘ 
Mr. Bonner. But that question has never arisen in the State : 

Department ? 


Mr. Mourrny. Not to my knowledge. 

Mr. Bonner. Well, it should come up. 

Mr. Mourrny. We, as I say, levy this restriction, but beyond that we 
rely on the disposal agency to carry it through. 

Mr. Fre. By this restriction you are talking about these general 
form letters that are being sent out ? 

Mr. Murrny. No, sir; we handle each separate request on its own 
merits. There is no form letter. 

Mr, Fine. You use the same form language “inimical to the best 
interests of the United States”? 

Mr. Morpuy. That is right. : 

Mr. Fixe. You know very well that what is or is not the best inter- 2 
ests of the United States depends upon the point of view, A or B. 3 

Mr. Murpuy. I believe that when you are dealing with one of our : 
own agencies, the Army, their interests are certainly the same as the 
interests of the State Department and their standard of screening cus- 
tomers should be 

Mr. Lantarr. Their interests are the same, yes; but here we are 
selling scrap iron and there is a terrific shortage of scrap iron in this 
country. 

There is a shortage of scrap iron and metals in England, in Belgium, 
in Italy would seem to me that someone would have to weigh the 
economies of various countries and relate it into the whole program 
to determine which particular sale would be the most advantageous 
and to the best interests of the United States, but not in terms simply 
of whether or not it could be sold in the United States or to anybody 
in Western Europe. 

I cannot see how you could accurately perform your mission just b 
a blanket request of the Army to sell to any one person submitting bids 
from within the United States or in Western Europe. : 

I do not see where we are considering at all the economy of any par- 
ticular country when such requests are submitted. 

Mr. Morpuy. Well, I do not know that I can agree with you that ; 
they are not considering the economy of the country because we go 4 
through these particular steps in checking requirements. 
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Mr. Lantarr. Now, let us take this scrap right here. What is the 
latest request by the Army to sell scrap in Germany ? 

Mr. Meas. Scrap aluminum and lead. 

Mr. Lantarr. What date was that request made by the Army ? 

Mr. Murrny. I do not recall the exact date, but within the last 2 
months. 

Mr. Lantarr. Now, have they received any bids on it? 

Mr. Moureny. They are holding up the sale. 

Mr. Lantarr. And what is the reason to hold up the sale? You 
have not given your approval ? 


POLICY FORMULATED ON RETURN OF SCRAP TO UNITED STATES 


Mr. Moreuy. No; we have given our approval. They are holding 
up the sale because of the fact that the scrap—it is a question of re- 
turning the scrap to the United States that is now being examined and 
a policy formulated. 

Mr. Lantarr. Has any policy been issued ? 

Mr. Meres. No. 

Mr. Lantarr. It is my understanding that the Department of the 
Army has issued a policy within the last 30 days, or the Munitions 
Board has. 

Mr. Meies. No, sir. 

Mr. Lantarr. With respect to all echelons of the service screening 
their units for scrap to be returned to the United States. 

Mr. Moreny. I think you may find, Mr. Lantaff, that the issuance 
of that policy is now being worked on, but my understanding is a 
general policy has not been issued. 

As a matter of fact, Mr. Meigs has spent a good bit of time in the 
last week or so working with people on the Munitions Board and the 
Department of Defense and our own materials policy people on that 
policy. 

Mr. Lanrarr. It seems to me that before you could approve any 
sale of any of this, you would have to know the names of the bidders, 
where and what they were acquiring for. I could see where a good 
picture could be presented if, for instance, Italy were purchasing 
this scrap metal for use in a particular arsenal to produce tanks in 
pursuance of the MDAP program than would be if the same scrap 
metal was being bought by a manufacturer of baby carriages in France. 


PROPOSAL FOR MORE INFORMATION ON SURPLUS BIDDERS 


Mr. Morpny. I think you have got a very important point there, 
and I think it is one that something should be done about. It may be 
that the answer is that we will have to go a step further with each of 
the disposal agencies and require the submission of the successful 
bidders. 

Mr. Bonner. Or the bidder. 

Mr. Moreny. The bidder, and the statement of the end use. 

Mr. Bonner. Some people, you know, would pay more than others 
for specific purposes. ~ 

Mr. Morpny. Oh, yes. I think it is a very important point, and 
possibly when the committee gets through with its survey, some more 
teeth ought to be put into the system. 
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Mr. Bonner. Mr. Brownson ? 
Mr. Brownson. When you have disposed of this scrap you were 
telling about, do you not still have to issue a permit to export to the 
purchasers ¢ 

Mr. Murreny. From the foreign country ? 

Mr. Brownson. From the country where your scrap is located. I 
am particularly thinking of the scrap out on Guam. 

Mr. Murreuy. That is covered by the same export procedures that 
govern the United States, but I believe it can be brought back into the 
United States. 

Mr. Brownson. But, in the case of Guam, if you issued a permit you 
would know where they finally sold the stuff? 

Mr. Murenuy. They would have to deelare their intentions there; 
that is correct. 

Mr. Brownson. You were talking about policy. Is the policy on 
scrap being determined by the State Department based on the economic 
conditions of the country involved? Is there any review once you 
have made that determination, or is the State Department’s word the 
final word on it? 


DECISIONS ON SURPLUS DISPOSALS 


Mr. Murpuy. Usually it is not sort of a mandatory decision. We 
get together and talk with the agency and with the ~~ in the 
State Department, frequently check with Commerce, talk with ECA, 
and since the coming into effect of these emergency agencies like 
NPA, they are contacted, so it really is not a decision that the State 
Department just makes and says this is how it shall be done, but there 
is not a higher authority as far as I know. 

Mr. Brownson. Was it in Germany that you had some lead in- 
cluded in the scrap? 

Mr. Mureny. I think it is lead. 

Mr. Metres. Scrap aluminum and lead. 

Mr. Brownson. Who is going to make the final decision? Will 
your section in the State Department make it? 

I mean the decision as to whether it is more important that this scrap 
goes into Germany or comes back to the United States or goes to 

‘rance? How is that decision made? 

Mr. Murrny. Well, that decision has already been made in the case 
of this sale. We have given the green light to the Army, and those 
very things were taken into consideration, and it was decided by 
everybody who put their attention on the problem that the best thing 
to do was to sell it in Germany. 

It is my recollection that there is a requirement for aluminum in 
Germany, and I think that ECA pointed out they would like to avoid 
a cross haul if possible, and sell it for use in Europe. There is a need 
there for aluminum. I know that is one concept that is frequently 
followed. 


BOOKKEEPING ON DISPOSALS TO JAPAN 


Mr. Brownson. I was curious quite a while back there when you 
were talking about the funds that accrued in Japan, this $14 million 
that the Japanese Government—— 
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Mr. Mureny. That accrued to the United States. 

Mr. Brownson. Yes; that is right, and then you were talking about 
how we would spend those funds over there. Do you have to have 
special authority to spend that $14 million? What is the bookkeeping 
transaction there in the case of the $14 million worth of surplus which 
was sold to the Japanese Government ? 

Mr. Murpnuy. The Japanese now owe us that money. 

Mr. Brownson. And now you are spending part of that $14 million 
in Japan? 

Mr. Murpnuy. Yes, sir; that is right. 

Mr. Brownson. Do you have any special authority—do you have 
to have any special authority to spend that in Japan? How does that 
work ¢ 


USE OF LOCAL CURRENCIES DERIVED FROM SURPLUS SALES 


Mr. Mureny. Well, there are several laws that permit the use of 
local currency, and one is what they call the FBO law, the foreign- 
buildings law, under which the State Department builds consulates 
and embassies abroad—buildings abroad. 

Under that law they are permitted to use local currencies that were 
acquired under surplus property and lend-lease, and they buy those 
local currencies from our ‘Treasury after we draw them down from 
Japan or Korea or whoever it might be, and they deposit dollars in the 
Treasury, so there is no outflow of dollars. 

Mr. Brownson. In other words, that does not serve, then, to aug- 
ment your appropriation ? 

Mr. Mourprny. Oh, no. 

Mr. Brownson. If you have, as the saying goes, X number of 
dollars appropriated to build an embassy in Japan and you use part of 
this $14 million to build that building, you have to deposit or put back 
in that much of your appropriation # 

Mr. Murruy. That is correct. You have to buy that local cur- 
rency. 

Mr. Brownson. So you are buying the yen with American dollars 
in order to build that embassy ? 

Mr. Murrny. That is right. Now, that does not apply to the Ful- 
bright program. 

Under the Fulbright law, they can draw the local currency and use it 
for the exchange of scholars and students and teachers, and they do 
not have to deposit a certain sum of money. They just draw the local 
currency and it is considered as being used. 

Mr. Brownson. Of course, that is an activity that has no appropri- 
ation, as such ? 

Mr. Mourreny. That is right. 

Mr. Brownson. So that is why it would have to work that way. 

Mr. Murruy. On the administrative expenses the new appropri- 
ation for the State Department authorizes the use of some of this local 
currency to defray some of our administrative expenses, but I under- 
stand that the appropriation is tailored to fit that possibility, so there 
is no dollar appropriation made. 
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SURPLUS PROPERTY ACT PROVISIONS ON FOREIGN SURPLUS NOT TESTED 


Mr. Warp. May I ask a question, Mr. Bonner? Was it a good 
idea to change the concept of the Surplus Property Act where 
one agency handled the disposal of foreign oarubes to permit the 
Army and the Navy to do that, or would it be better to have one agency 
and coordinate it ? 

Mr. Murpuy. Really, I do not think there has been enough time 
to test it properly. That did not come into effect until July 1949, and 
they did not get underway until some time in 1950, so I could not 
answer. 

I do not think we have had enough time to know. 

Mr. Warp. You have seen no lack of coordination as between the 
agencies ? 

Mr. Mureuy. No. The Department of Defense has, in my opinion, 
made a determined effort to try to manage the thing properly from 
Washington, here. 

In January of 1950, we, the State Department, wrote a letter to 
all of the executive agencies, a copy of which the committee has, out- 
lining the general framework within which they thought, or we 
thought, they ought to operate, and that letter was worked out after a 
long series of meetings with people from all of the interested agencies, 
and until Korea came along, I have the impression it was working out 
rather well, but there has not been really enough time to test the thing 

roperly. 
: Mr. Warp. I think you will remember, when Public Law 152 was 
being developed, that no agency wanted to have the onus of handling 
that surplus. 

Mr. Morruy. That is right. 

Mr. Warp. And I wondered if it had just fallen in the cracks, so 
to speak. 

Mr. Morenuy. No, sir; I think it has been working all right thus far. 
Now, whether it would continue to work well if things quieted down 
and we then had a tremendous surplus property effort abroad .I just 
do not know. 

Mrs. Harpen. May I ask a question? 

Mr. Bonner. Did you finish, Mr. Brownson ? 

Mrs. Harpen. Oh, pardon me. 


BASIS FOR STATE DEPARTMENT APPROVAL 


Mr. Brownson. In the light of your tremendous responsibility here, 
as far as this surplus is concerned, the State Department is in a position 
to weight the balance one way or the other on almost any foreign 
economy in the world. 

Take the surplus that develops, let us say, in Korea. If we have two 
or three countries bidding for that surplus, you would make your 
decision on the basis of the economic background of the country con- 
cerned: is that right ? 

Mr. Mourrny. That, and what our foreign policy objectives were— 
what we were trying to do there from the military standpoint. All 
of those things would be taken into account. 
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Mr. Brownson. You run into a situation, it seems to me, there, 
where X country might bid an awful lot more money for the same 
amount of surplus than Y country, and yet you still might make a de- 
— Y country’s economy needed the surplus more; is that not 
right ? 

‘Mr. Murruy. I think that isa possibility. 

Mr. Brownson. Then the private operator in X country who is 
going to pay more loses his opportunity completely, and the private 
operator in Y country stands to make a fabulous profit entirely aside 
from the effects on the national economy? I cannot help but associate 
this in my thinking with the operations of the Dawson syndicate be- 
cause our testimony, frankly, has indicated that it did not make too 
much difference what country bought them. They wound up anyway 
in the same places in two or three people’s hands. 

Are you empowered to make your decision purely on the basis of the 
country’s economy involved, without regard to the bidding price ? 

Mr. Mureny. We have never run up against that situation. I think 
that probably what you say is true, that you might think that foreign 
policy objectives, military objectives, sort of outweight the difference 
in return; is that what you have in mind ?¢ 


LACK OF CONTROL OVER RE-SALE OF SURPLUS 


Mr. Brownson. The thing that bothers me is the fact that once you 
have sold this salvage to the bidder from the country whose economy 
best fits into the State Department’s concept of the new world he may 
turn right around and sell it back to the other countries that you took 
it away from. 

Mr. Murpuy. I would say that was possible, yes. 

Mr. Brownson. That is all I have. 

Mr. Brownson. That is the point I was trying to develop there, 
and is something I would like to look for, Mr. Chairman, on this trip 
a little bit because I think that is an interesting point. That same 
thing happened in Bermuda. That is all I have. 

Mr. Bonner. Mrs. Harden. 


DISPOSAL BY MILITARY AGENCIES 


Mrs. Harpven. Do the Army and Navy have separate disposal 
agencies on Guam or do they have a joint and unified agency ¢ 

Mr. Morpny. I know that the screening process is unified here in 
Washington in an office of the Bureau of Supplies and Accounts in 
the Navy, so that in Washington it is channeled through this one 
agency. 

Now on Guam I just do not know the answer to that, whether they 
operate independently or jointly. 

Mr. Metres. I can answer that, Mrs. Harden. The Army disposes 
of its own and Air Force property on Guam, and the Navy disposes 
of its property on Guam. It is not unified, but there is a constant 
process of cross screening between the services. 

Mr. Moreny. That is required under Public Law 152, to screen the 
materials before they declare them excess. They are supposed to ex- 
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change that information with each other. Whether they do or not 
] just do not know. Are you going to visit Guam # 

Mrs. Harpen. We are not planning that, but you were discussing 
that a while ago. 


LOCATIONS OF SURPLUS 





Mr. Bonner. In your experience which is the largest, which base or 
area in the Pacific en the greatest congregation of surplus materials 
and scrap? 

Mr. Meigs. That would be Guam. That is of the overseas, outside 
of the tariff barriers. Hawaii of course would be more likely to con- 
tain greater quantities of property. 

Mr. Lantarr. Do you know how much equipment is available on 
Hawaii for surplus disposal ? 

Mr. Meres. We have no authority on Hawaii. 

Mr. Lanrarr. Whether or not any of that surplus in Hawaii was 
going to be sold to Japan or not? 

Mr. Murrpny. That is under the General Services Administration. 

Mr. Lantrarr. You have nothing to do with that ? 

Mr. Murrny. No, sir. 

Mr. Lanrarr. Would not the question of balances be part of your 
sphere? 

Mr. Murpuy. Yes; it would, and usually it works out at what we 
call the working level. We telephone back and forth. 

There is no formal procedure set up, and the same was true during 
the disposal of surpluses after the last war. 

We here in Washington kept in close touch with the Washington 
office of the War Assets Administration, and there was a checking 
back and forth, but there is no formal procedure as far as I know. 

Mr. Lanrarr. Do you know whether or not in Hawaii the Army, 
Navy, and Air Force have separate disposal agencies or is it much like 
Guam with Army and Air together and the Navy by itself? 

Mr. Murpny. I do not know. 

Mr. Lantarr. That is all the questions I have. 

Mr. Bonner. Mr. Meader? 

Mr. Meaper. I would like to ask how large an organization you 
have now. 

Mr. Murpny. I am always delighted when somebody asks that. I 


have eight. 
COLLECTION OF PAYMENTS ON BULK SURPLUS SALES 


Mr. Mraper. And do you have any responsibility for collecting 
these term payments for bulk sales? 

Mr. Murpny. Yes, sir. 

Mr. Meaper. That is not handled by Treasury ? 

Mr. Morreny. The Treasury does the bookkeeping and the billing. 
The State Department is charged with enforcing the agreements and 
following up on them. ° 

Mr. Meaper. Have there been any defaults so far? 

Mr. Mourrny. Oh, yes, sir, some of the accounts are in arrears. 

Mr. Meaper. Are any of them paid? 
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Mr. Mourruy. Yes, sir; quite a few of them are paid. I have a com- 
plete report on that here, if the committee would be interested in it. 

Mr. Meaper. I am quite curious about that. I do not know if the 
committee would like to know. 

Mr. Lantarr. What is that? 

Mr. Meaper. He said he had a report on the payments, term pay- 
ments on bulk sales which show which countries Sve paid and which 
ones have not. ' 


STATE DEPARTMENT REPORT ON FOREIGN SURPLUS 


Mr. Murrey. If you have a moment, would you like me to read 
off one or two of the principal accounts? 

Mr. Meaper. Yes. 

Mr. Mourenuy. This report is as of June 30, 1951. The Treasury De- 
partment puts it out every quarter, and it would be available to the 
committee on a quarterly basis. 

We are preparing now in the State Department a report on our 
surplus property activities for the period up through June 30 of this 
year, and that will bring all of this information up to date. 

Mr. Meaper. Perhaps you have a rough draft of it. 

Mr. Morrpny. This is just a big tabulation. For example, in 
Australia we have collected $20,000,000 on the lend-lease account in 
United States dollars. They have paid that off. They also paid 
$5,780,000 on some other lend-lease items. 

In Belgium the lend-lease account with Belgium was balanced off 
against the United States so that there was no actual payment. 

Mr. Meaper. Do you have some of the countries that have defaulted 
in these sales? 

Mr. Morpny. Yes, sir. This is alphabetical. It happens that 
China unfortunately is one of the countries in default on its lend-lease 
pipeline payments. For a while they were meeting their payments, 
but they have made no payment since 1948. I think we can all under- 
stand the reasons for that. 

India owes us $414 million on a lend-lease account which we are 
dealing with them on now. We are trying to clear that account up. 
Iran owes roughly one million, on one surplus property credit. 

Mr. Brownsown. Is that 1 million? 

Mr. Murruy. One million on one surplus property credit. That 
means that when these annual installments came due, they were not 

aid. 
" Mr. Meaper. Mr. Chairman, I think we can get that in the report. 

Mr. Bonner. Off the record. 

(Discussion off the record.) 

Mr. Bonner. Any other questions? 

Thank you very much. 

Mr. Lantarr. Mr. Chairman, is the committee going to Guam? 
ask Bonner. Well, we got some information that we did not have 
vefore. 

Mr. Brownson. If we go by way of Hawaii, I imagine Guam was 
one of the spots Mr. Lantaff was considering. 

94756—52——7 
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FURTHER STATEMENT OF NOEL HEMMENDINGER, OFFICER IN 
CHARGE OF ECONOMIC AFFAIRS FOR NORTHEAST ASIA, STATE 
DEPARTMENT 


Mr. Bonner. Do you know anything about the sale of scrap or 
surplus out of Korea? 

Mr. Hemmenpincer. I doubt that I can add very much to my 
remarks of yesterday, sir. Perhaps if you would like to put a precise 
question, I can be helpful. 

Mr. BonNeEr. Do you know the approximate estimate of copper from 
shell casings that should be returned from the amount of ammunition 
we have sent into Korea and what we have gotten out? 

Mr. Hemmenpincer. No, sir; that is entirely within the military 
province. 

Mr. Bonner. You deal with the Korean Government ? 

Mr. HemMenpincer. I will go off the record if you like. 
(Discussion of the record.) 





NEGOTIATIONS WITH KOREA ON TUNGSTEN 


Mr. Bonner. What is the success of the negotiations between the 
Korean Government and us concerning production of tungsten ? 

Mr. Hemmenpincer. The matter is at the moment, this very day, 
under top-level consideration among Mr. Larson’s office, the Under 
Secretary of the Army’s office and the Assistant Secretary of State’s 4 
office. : 

Mr. Bonner. It is the great producing area of the world. : 

Mr. Hemmenpvincer. That is right, with a view to concrete pro- : 
posals to the Korean Government, and with a full sense of the im- : 
portance that it has. 

Mr. Bonner. Have the armed services contacted the State Depart- 
ment in any way with respect to the recovery of our shells, brass 
shells? 

Mr. Hemmenpincer. I have seen 

Mr. Bonner. Would you rather leave this off the record? 

Mr. Hemmenpincer. No sir, because I really have no information. 
I have seen communications on it, but my belief is that they were all 
Army messages, and that there is no diplomatic negotiation with the 
Korean Government involved in it. 

(Discussion off the record.) 

Mr. Bonner. That is all. 
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COMPARISON OF LEND-LEASE WITH MPAP PROCEDURES 


Mr. Moretanp. Mr. Chairman, yesterday afternoon a question was 4 
raised either by Mr. Brownson or Mr. Curtis about the strings that ; 
we have tied on to the military assistance material as compared to ‘ 
the lend-lease material that we supplied during the war, and I find . 
that Mr. Cardozo here is very familiar with the steps that have been i 
taken along that line. 3 

Mr. Bonner. Will ‘you just make your statement for the record, M 


Mr. Cardozo? 


















SAO AS SR 





sa tage ae SOA gS 


FEDERAL SUPPLY MANAGEMENT 77 


STATEMENT OF MICHAEL CARDOZO, ASSISTANT LEGAL ADVISER 
FOR ECONOMIC AFFAIRS, STATE DEPARTMENT 


Mr. Carvozo. As I understand it, the question was whether we 
handle the disposition of material becoming excess differently in the 
new program from the way we did it in the lend-lease program, and 
the answer is that there are differences, although I do not think in the 
net result there will be a great deal of difference. 

You have quite a different situation because of the war that was 
going on when lend-lease was active from what you have now when 
there is not an active wartime situation. 


POLICY ON REDISTRIBUTION OF MDAP PROPERTY 


At the present time we have a policy on redistributable and excess 
MDAP property. This policy has been adopted by the International 
Security Affairs Committee on which the Defense Department, State, 
and ECA are represented, and it covers all MDAP property other than 
that which is purchased out of MDAF funds through the ECA. 

It does not cover machine tools and raw materials and the like which 
go through the ECA procedures, because that kind of thing is covered 
by regular ECA practices and is indistinguishable from ECA material 

enerally. 
. This policy covers mostly the end-use items, the guns, ammunition, 
and the kind of things used by forces themselves. And under it we 
have adopted a policy as to what should be done when a recipient 
country finds that it no longer needs some item. 

They report it to us and our plan is that it will then be sent either 
to another country where it is needed or back to this country if it is 
needed here, and under the policy the State Department is to nego- 
tiate agreements with the other countries covering this kind of mate- 
rial and following the general policy. 

We are moving ahead in the direction of getting such agreements, 
and the agreement that is in draft form now but has not been sent 
out as yet is consistent with this policy and also with the provision of 
the Mutual Security Act, section 524, which requires that material no 
longer needed by a recipient country for the purpose for which it was 
originally furnished shall be returned to the United States for proper 
disposition to other countries or back to the United States. 

Mr. Lanrarr. Is that type of clause written into all of the agree- 
ments we have with the MDAP countries? 

Mr. Carpozo. We do not have those particular clauses in the agree- 
ments now. What we have in the agreements as a protection against 
any improper disposition of material is the provision that the ma- 
terial will not be disposed of outside its originally intended pur- 
poses. 

Mr. Lantarr. In other words before France, for example, could 
sell 100 trucks that would be given to her under the MDAP as surplus, 
they would have to get our approval. 

Mr. Carvozo. That is right, and that in fact is in the lend-lease 
agreements too, a very similar provision. 

Mr. Lantarr. They own the absolute title to that, do they not? 
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TITLE TO MDAP PROPERTY 


Mr. Carvozo. Under the MDAP title passes at the time it is shipped. 

Mr. Lantarr. So there would be aethine to actually prevent them 
from going ahead and selling them if they wanted to because we have 
ri way of keeping track as to whether they sold or did not sell them, 
do we? 

Mr. Carvozo. Our military assistance advisory groups observe. Of 
course you cannot keep your eye on everything all the time. 

The fact that title passes is not, I do not think, significant as to 
whether we have control over that or not, because it always depends 
on the cooperation of the other governments anyway. 

Mr. Lantrarr. What are our policies with reference to those 100 
trucks when they are worn out and junked ? 

Mr. Carpozo. If they become scrap we have a provision in this 
statement of policy that we may get it back, too, if we want it. In 
other words, scrap is recognized as one of the important 

Mr. LanraFr. This policy then follows the amendment which was 
put into the MDAP bill? 

Mr. Carpozo. Yes, sir; it does follow that, whether it is in usable 
condition or whether it is scrap. 

Mr. Lanrarr. Mr. Chairman, I think it might be interesting for this 
committee to have that policy set out in the record. 

Mr. Bonner. Yes. 

Mr. Carpozo. I have only a marked-up copy. 

Mr. Rosack. We have one copy furnished to us already. 

Mr. Bonner. How long has that been in effect ? 

Mr. Carpozo. Well, it was adopted in August. 

Mr. Bonner. Of this year? 

Mr. Carpozo. This year. That has, I believe, been in effect as a 
general operating policy longer than that. 

Mr. Bonner. Evidently it has not been adhered to back in the 
past, has it? 

Mr. Carpnozo. Well, I imagine that the practice has not been very 
different from this. I do not know of any case where it has been. 

Of course, goods have been going over in increasing quantities more 
recently. The problem has not become acute even yet, so that you do 
not have very much excess material because we are only just shipping 
it now. 





PROPOSAL FOR REPURCHASE OPTION ON SURPLUS 


Mr. Lanrarr. Where we sell surplus property to a country, do you 
think it would be a good idea to provide a clause in the contract for 
sale giving the United States an option to repurchase that surplus 
at the same price it was sold to the foreign government, provided they 
had not disposed of it or contracted for the sale of it? 

Mr. Carpozo. I think if you put the proviso in, it probably would 
be a good idea. You have to recognize that when you are selling 
surplus, it is presumably something that you think you do not need 
and you are selling it in the hope that it will go into useful channels. 

Mr. Lanrarr. We have found that our hopes are not always 
realized. 
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Mr. Carvozo. Of course, as a matter of fact—and I think Mr. Mur- 

phy could confirm this—we have found that when we want things 

ack, we can get them back even though we have given full title to 
them in most cases. 


CLAIMS AGAINST THE GOVERNMENT ON SURPLUS 


Mr. Lantrarr. Well, of course we had an experience where a British 
operator came in and got options on everything, and now when the 
Army freezes that property he puts in claims against the United 
States Government for freezing it for our needs. 

Now if we had a clause in the contract specifically setting forth 
the right of the United States to repurchase that from that govern- 
ment at the procurement cost—provided, that such a clause would be 
put in such contracts, then anybody having an option would take that 
option with the understanding of the rights of the United States. It 
would prevent millions of dollars worth of claims now filed against 
the United States.- 

Mr. Carpozo. It depends of course on the point at which our option 
can be exercised. 

Mr. Lantarr. After a bona fide sale there is not much you can do 
about it, I know. 

Mr. Carpozo, It is true that you would not be able to sell very much 
if you had this string on it all the time, you would have trouble getting 
rid of it, but as a matter of fact there have been cases where private 
buyers have bought things from us and we have gotten them back. 

Mr. Lanrarr. After paying them a profit. 

Mr. Carpozo. No. I think in one case the stuff had not moved yet 
and we decided to take it back and just held on to it. 

Mr. Lantarr. Where, in Germany ? 

Mr. Morpuy. Is that in Newfoundland ? 

Mr. Carvozo. Newfoundland. What ultimately happened, the 
buyer is a man of good will in that case and I gather the result will 
be that he will merely get his money back or not have to pay. 

Mr. Murruy. We have returned some of his money already and 
kept the property. 

fr. Lanrarr. Mr. McCloy had filed with him numerous claims not 
only for money which had been put up, but for expected profits to be 
realized, and I think in two or three cases payments have been made. 
That is one of the things that this committee will ask the Depart- 
ment of the Army to do, not to make any further payments without 
reporting to this subcommittee. 

Mr. Bonner. These are claims for anticipated profits or contracts? 

Mr. Caxpozo. Well, of course you have all kinds of problems. There 
is a case of a man who bought some aircraft and he made subcontracts 
to sell them to other people, and he had a good profit on them. 

He was in business, and in that case we decided that in the interests 
of the United States those aircraft should not be delivered, and so we 
said we were not going to deliver them. Now he is suing the United 
States, too, for his profits. 

Mr. Lanvrarr. I can see they have got something there in their favor. 

Mr. Carpozo. There are all kinds of problems. The more you tie 
it up to protect the United States, the less sales you make and the less 
proht. 
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Mr. Rosack. I have just one question, Mr. Bonner. 

Did you say that the State Department was going to become the 
redistributing ny for that surplus under the MDAP program ? 

Mr. Carvozo. No; I do not think that would be accurate. It would 
not be certainly under the new act. The redistribution would be made 
by the same authority that decides where the stuff goes in the first in- 
stance. 

Mr. Rozack. How will that redistribution policy integrate with 
the redistribution of the normal service surplus, surplus that is gen- 
erated by the services in the same‘area ? 

I mean, will there be any kind of agency which will be able to coor- 
dinate that so that if there is service generated surplus, it can be used 
for the same redistribution sampeenst 

Mr. Carpvozo. I think that the services will be responsible for de- 
ciding where the stuff goes when it is returned in this redistributable 
case as well as in others. 

(Whereupon, at 4:20 p. m. the subcommittee adjourned to reconvene 
Friday, October 12, 1951, at 10 a. m.) 
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FRIDAY, OCTOBER 12, 1951 


Hovse or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerparTMENTs, 
Washington, D.C. 

The subcommittee met at 10 a. m. in room 1015, New House Office 
Building, Hon. Herbert C. Bonner, chairman of the subcommittee, 
presiding. 

Members of Congress present: Herbert C. Bonner, chairman; Cecil 
M. Harden, Charles B. Brownson, Thomas B. Curtis, and George 
Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, chief counsel; Herbert Roback, staff member ; 
Bay Ward, Bureau of the Budget; and Nathan Brodsky, Munitions 

oard. 

Mr. Bonner. We will hear from Mr. Warner? 


STATEMENT OF ROBERT WARNER, SPECIAL ASSISTANT TO THE 
ADMINISTRATOR, DEFENSE PRODUCTION ADMINISTRATION 


Mr. Bonner. Will you please give your full name and title for the 
record, Mr. Warner. 

Mr. Warner. I am Robert Warner, special assistant to the Admin- 
istrator in the DPA. 

Mr. Roback of your staff told me that you were planning to go to 
the Far East, and he asked me if I would come up and say a few 
words on this scrap problem. I told him I would be happy to do so, 
though I had just gotten into the salvage picture myself. 


SCRAP MISSION TO FAR EAST 


A mission has just returned from the Far East, and they have not 
yet submitted a report. They were sent out by the General Services 
Administration. Three top steel men went with them, one represent- 
ing the scrap dealers. I think a report will be forthcoming within a 
day or two, and I will be happy to get a copy to Mr. Roback. 


Mr. Bonner. We certainly want to have a copy of that. 


Note.—Asterisks denote classified material deleted for security reasons. 
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(The report is as follows :) 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Tokyo, Japan, September 22, 1951. 
Mr. A. J. WALSH, 
Commissioner, General Services Administration, 
Emergency Procurement Service, Washington 25, D. 0. 

DearR Mr. WaAtsH: A preliminary report on Korean and Japanese scrap is 
enclosed in duplicate. Colonel Thomas and Commander Heck have asked that 
a copy be sent promptly to the Chairman of the Munitions Board. 

Separate reports will follow on United States Army generated scrap in 
Japan and Okinawa. 

We are scheduled to leave for Formosa on Monday, September 24 and hope 
to be back in the States the first week in October. 

Very truly yours, 
A. W. SNYDER. 


REPORT OF MISSION—STEEL SCRAP IN KOREA 
Tokyo, Japan, September 15, 1951 


Prepared by A. W. Snyder, chairman, Robert L. Lamborn, Harry Marley, 
Leonard S. McCall 


I. INTRODUCTION 
BRIEF STATEMENT OF COMMISSION 


The mission appointed by the General Services Administration of the United 
States Government, consisting of three members of the steel industry and one 
from the scrap-iron industry, to survey the steel scrap situation in Korea respect- 
fully renders its report after careful personal investigation and observations. 

The mission traveled extensively throughout Korea by plane, jeep, railroad, 
and boat actively observing steel scrap, including United States Government, 
ROK (both private and Government-owned) and scrap whose ownership is in 
question. 

It has been kept in mind by the mission that there are many factors involved 
in addition to the physical survey of scrap and it will, therefore, report on such 
subjects as Japanese steel production and scrap requirements, previous sales of 
scrap by the Korean Government, preparation facilities now available, and trans- 
portation and port facilities. 

Based on the foregoing, this mission has drawn conclusions and made recom- 
mendations concerning the collection and return to the United States of this 
scrap now in such short supply in our country. 


II. JAPANESE PRODUCTION oF STEEL AND IRON, ScRAP REQUIREMENTS, AND CURRENT 
INVENTORIES 


Japanese scrap requirements have a direct bearing on all scrap produced in the 
Pacific area so a short study was made of recent production records, also present 
and projected use of scrap and current inventories. 

The planned steel production for the period April 1, 1951, to March 81, 1952, is: 








Metric tons 

NE IRIE IN is oe eee 5, 664, 000 
Steel epmwerters Tmemeses ok Ne ee 200, 000 
Steel electric furnace_ win judi 742, 000 
<1 ahaa phe ola erie EA tele Se eo AlN SOE fA eee Pe See EET 6, 606, 000 


The current operating rate is said to be 80 percent and the production during 
June and July was 557,139 and 592,000 metric tons, respectively. 

The planned production of pig iron April 1, 1951, to March 31, 1952, is 3,504,000 
metric tons. Actual production in July was 270,485 metric tons. 
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The Japanese Ministry of International Trade and Industry has estimated 
scrap requirements for the April 1, 1951 to April 1, 1952, period as follows: 




















Metric tons 

(home and purchased) 

Open hearths 3, 435, 000 
i a rs cache ws en erichideemimenve-enmnin cons onroeaieig ora eatimeemertnen eyes 10, 000 
Electric furnaces_........--.--_._-.--._- As _-- 837,000 
Rerollers 3 315, 000 
en ean a rig a ee ete an 770, 000 
rg cares a a caseneeet nara ce peinerigt oeiercnotnoceee 520, 000 
I ai ec cclig Scag ee ss are ae eran ner genni aeren crch exeomeensohiane 10, 000 
oi RRR La gl SE A I 3 ARIS cs reli, ich tie ae ERI IE REA 5, 897, 000 


Home scrap rolls and ingot mold will amount to 2,266,000 metric tons, so there 
will be an outside purchased scrap requirement of 3,631,000 for the period, or 
roughly 300,000 metric tons per month. The last available inventory figures 
show 1,177,302 metric tons on hand as of June 30, 1951, or a supply of about 4 
months for all operations. 

Fortunately the open hearths and electric furnaces with a planned yearly pro- 
duction of 6,406,000 metric tons held 1,091,428 metric tons of all grades of scrap 
which is slightly over a 5 months’ stock. This figure is arrived at by deducting 
estimated home scrap of 1,750,000 metric tons per year from the planned total 
requirements for these two operations of 4,272,000 metric tons per year, which 
leaves an outside purchased requirement of 2,522,000 metric tons. 

MITI has also furnished a breakdown showing the arailability of scrap as 
follows: 











Metric tons 
Home scrap production- Se Te ee ey ec 2, 030, 000 
ets eee wee more Beran. ee 236, 000 
Current and prompt industrial__._____---__-_-_---___-_-------~------ 530, 000 
Dealer discarded material___._______ etn Ruteeah ated a ee ac, 1, 400, 000 
Extra retirement scrap, war damage, etec____--___-_._.-___----- _-._. 550,000 
Imported PRL Sa ASE SORE er eT Face ee 851, 000 
Reduction in manufacturers stocks__________---_------------------ 300, 000 

5, 897, 000 


Exports of finished steel excluding United States and United Nations ship- 


ments have been as follows: 
Metric tons 


Seip shasaes coh dialed acentan tenes eoiceesceacedlonmeniahiliempatiens tailed nae ss copes ean ees titi 12,000 
BO ca SA og ciaes slain aaa sng eae cipal pci ag icieg ahd sm iagicha eas 224, 000 
alice bhietec literate hepionin tnisnnintindnacantiptalps elie mabeainiticion tole aalitigliantiin alanis 498, 000 


The record month on this movement was May 1951 with shipments of 86,000 
metric tons at an average price of $225 per metric ton. 

In connection with the above tabulation SCAP is figuring on bringing in 
300,000 metric tons of imported scrap instead of 851,000 metric tons. Mills have 
paid as high as $72 per metric tone for good scrap and today’s price is $50 to 
$55 per metric ton. This drop is said to be due to the mills pricing themselves out 
of the export market with a resultant drop in demand. 

Blast furnaces require 4,500,000 metric tons of iron ore annually, of which 
only 1,000,000 metric tons is available from local sources. All cooking coal is 
imported, the portion from the United States costing the Japanese mills $31 per 
metric ton. This results in high cost iron and scrap is naturally used in 


preference. 


Contracts have been let and salvage operations are in progress on 200 sunken 
merchant and Japanese naval vessels. This program will yield approximately 
130,000 metric tons of scrap. The United States Army has sold 91,000 metric 
tons of scrap to the Japanese Government in the period January 1950 to August 
1951. This scrap was generated in repairs to about 44,000 vehicles brought from 
the Pacific Islands to Japan and now being used in Korea. 

A considerable amount of war-damaged buildings is being held by the Minister 
of Finance for a price of $80 per metric ton, “as it, here is” and the amount is 
estimated at 1,000,000 tons. 
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III. TERRITORY COVERED IN KoREA 
(See map exhibit) 


South Korea extending north to the thirty-eighth parallel comprises an area 
approximately 150 miles wide and 200 miles long containing approximately 
30,000 square miles of rugged terrain with very limited highway and railroad 
facilities, there being only two highways running north and south and one double 
track railroad line (Korean National Railroad) used by the armed forces to 
transport personnel and materials. It is only along these transportation routes 
that scrap has accumulated other than the accumulations contained in the 
bombed-out cities, harbor installations and airfields. 

It is believed therefore, that a brief chronological record of the mission’s 
movement of approximately 2,100 miles by various means of transportation will 
indicate that all areas of importance were surveyed. 


Wednesday, August 22, 1951 

Mission departed from Haneda Airport, Tokyo, for Taegu, Korea. Met and 
briefed at Taegu by Col. Harold Bays and Lt. Col. J. H. Doyle of UNCACK. 
Made tour of Taegu and visited small local scrap yards. 


Thursday, August 23, 1951 
Traveled via jeep from Taegu to Kumchon, approximately 42 miles north to 
inspect battle-damaged scrap consisting of tanks and military vehicles. 


Friday, August 24, 1951 

Taegu to Taejon via air. Met Colonel Hart, Major Davidson, and Captain 
Beard of Civil Assistance Command, were briefed on the Taejon area. Left for 
Chonchiwon by jeep to survey damaged roadside military equipment. Left Taejon 
this day by air for Pusan and billeted at EUSAK under command of General 
Cristy. 
Saturday, August 25, 1951 

Upon conclusion of programed conferences with American Ambassador Muccio, 
Mr. Kim Suk Kwan, Minister of Transportation for ROK, Mr. Wayne Gessinger 
and adviser to the President of Korea, Mr. Syngman Rhee, the mission pro- 
ceeded to make a thorough physical study of the Korean scrap situation. 


Sunday, August 26, 1951 

Via boat from Pusan to Masan on the southern coast of Korea where inspec- 
tion tour was conducted through the Quartermaster Department by Lieu- 
tenant Colonel Gaefe, Lieutenant Colonel Piland, and Captain Beck, a very lim- 
ited amount of scrap is accumulated at this port. Returned to Pusan via boat. 


Monday, August 27, 1951 

Met with Col. R. T. Carmichael of the G—4 second log and Col. E. M. Hauseman, 
Pusan port commander, who conducted the mission on an inspection tour of the 
Pusan dock area, first by jeep and later by boat. 


Tuesday, August 28, 1951 

Flew from Pusan to Kunsan on the west coast of Korea and was conducted 
through this base by Lt. Col. H. Z. Pippin, port commander. Inspected small 
private scrap yards and port facilities. Proceeded to Taegu via air. 


Wednesday, August 29, 1951 

Taegu to Seoul via air. Met by Colonel Hays and Colonel Munsky. Were 
briefed by Colonel Munsky’s headquarters on scrap situation in Seoul-Inchon 
area. An inspection trip was made by jeep within the city of Seoul to acquaint 
the mission with the destruction of the city and the probable scrap potential 
which would result from reconstruction of buildings and industrial plants. 


Thursday, August 80, 1951 

Seoul to Susack via Korean National Railroad. Inspected large quantities of 
damaged railroad cars and locomotives along railroad right-of-way and/or 
repair shops. 
Friday, August $1, 1951 


Seoul to Inchon via jeep, where a complete tour of the city of Inchon and 
harbor areas was conducted by Major General Tweddy. Returned to Seoul 
via Kimpo Air Base to inspect bomb-damaged aircraft and military installations. 


Saturday, September 1, 1951 
Seoul to UijJambu via jeep. Inspected army and railroad scrap en route. 


Lage eR ae 
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Sunday, September 2, 1951 


Seoul to Taegu via special Diesel-powered car (Korean National Railroad) for 
Taegu. Made actual count from both sides of train of both railroad and military 
highway of battle-damaged military equipment. This area was surveyed for 
a distance of approximately 135 miles over an 8-hour period. 


Monday, September 8, 1951 


Taegu to Pusan via plane. Conferred with Allen Loren, economic counselor, 
United States Embassy, regarding Pacific Island scrap contract; also, had further 
meeting with Kim Suk Kwan, Ministry of Transportation. 

Tuesday, September 4, 1951 

Further discussions with Allen Loren and Ambassador Muccio. 
Wednesday, September 5, 1951 

The mission returned to Tokyo to make survey of scrap situation in Japan and 
study the data collected in Korea. 

The non-scrap-productive areas not accessible by any means vther than plane, 
areas north of the thirty-eighth parallel, and areas of known guerrilla activities 
were effectively covered by Maj. Kenneth Hunt of General Heudquarters, who 
accompanied the mission throughout Korea. Major Hunt and pilot in small 
single-engine aircraft followed a definite pattern in their inspection at altitudes 
of from 200 to 300 feet and reported findings which the mission feels were rea- 
sonably accurate. 

The detail of all scrap viewed by the mission with reference to quantity and 
general physical conditions is amply covered under another section of this report. 


IV. ESTIMATE OF SCRAP IN KOREA 


A. Republic of Korea railroad scrap: Freight and passenger cars, locomotives 
buildings, machinery and bridges are estimated to yield a maximum of 60,000 
metric tons of iron and steel scrap. Due consideration has been given to salvage 
items such as reusable trucks under shot-up and burnt-out bodies, machinery 
and structural material from buildings which can be readily reused. Some 
cars and locomotives have already moved to Japan for rebuilding. Eighty percent 
of this scrap material is located in the Seoul-Inchon-Susaeck area. 

B. United States Army Scrap: Most of the Army scrap is located along the 
main supply route between Taegu and Seoul, which was the most active section 
in the push-back to the thirty-eighth parallel. Southwest Korea was bypassed; 
so, very little Army scrap is located there. 

An Army salvage yard is in operation at Masan, and since April 15, 1950, 6,500 
carloads of materials and equipment have passed through from the front areas. 
All of this material was reshipped to Japan for repairs and rebuilding. Out- 
bound shipments during June and July were 36,000 and 25,000 tons, respectively. 
A high percentage of their shipments is made up of clothing items, although we 
understand that material shipped back as meta] scrap amounted to 18,000 tons 
since operations started. 

We estimate that Army scrap would amount to approximately 20,000 tons, 
the majority of which would be tanks and truck bodies. We have lost a heavy 
tonnage which has passed through Korean collectors’ yards, and this is still 
going on today. A check of these yards shows United States material running 
from 10 to 50 percent. Tanks and trucks along the road are completely stripped 
down until nothing remains but the chassis or the hull. 

This scrap is located at widely scattered points along the main roads north of 
the Taigue-Taijon area to the thirty-eighth parallel. 

C. Korean dealer scrap: Dealer stocks are estimated at 60,000 tons in accumu- 
lations from 50 to 4,000 tons in many yards and back lots throughout the country. 
These accumulations include Republic of Korea and United States Army Scrap, 
such as wheels, axles, trucks, ete., plus a high percentage of rusted-out galva- 
fiized sheets in loose bundles and other miscellaneous light scrap. Structural 
steel from wrecked buildings is remarkable for its absence. 

1D. Industrial and marine scrap: A clean-up of the harbors at Pusan and Inchon 
would yield about 8,000 tons of scrap. Structural scrap from burned-out indus- 
trial buildings, the majority of which are in the Inchon-Seoul district. would 
prohably result in about 10,000 tons of scrap. The scrap estimate from industrial 
buildings is low because most of the steel, will be salvaged. The total for this 
division is 20,000 tons. 
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E. Rubble scrap from destroyed living quarters is nothing but a tangled mass 
of burned thin sheets, originally the sides and roofs, plus a small amount of 
piping. Very little of this class material has been collected, and it is extremely 
hard to estimate the amounts involved. In our judgment, not less than 10,000 
tons are involved. 





Totals: Tons 
ERE SS Ee eee ered Dee Cah feet ae alee ane ore oP eae Ra -..-- 60,000 
DD 0 Fe RO  cruicinin re ecditteminth mbeeid a tbinauditee sats 20, 000 
Ul Be RR ere eR SN aS IEE 60, 000 
(d) Republic of Korea industrial and marine____----_--___-----__ g 
at) ER BN ina se ec Bape ERE MWS Ls LR 10, 000 
21" 2S ISR PE 2 SORE SEA SS rR aE a a er eg 170, 000 


V—PREPARATION FACILITIES 


Adequate facilities for the preparation of scrap are not presently available in 
Korea. It will be necessary to import all such equipment, either from Japan 
or the United States. Japan can supply trucks, cranes, cutting torches, and gas 
in cylinders. They cannot supply magnets or shears. Shears could possibly 
be built in Japan provided plans and specifications are furnished by United 
States builders. 

Preparation is now being done by torch only, using gas shipped in cylinders 
from Japan. There is one small oxygen plant at Pusan operated by Army 
engineers that supplies the Republic of Korea with 50 to 60 cylinders per day for 
repair work. A 300-cylinder-per-day plant is contemplated at Yongdong-Po, to 
be in operation in about 60 days. 

Collector scrap is broken down only to a size that can be carried on the backs 
of men with A frames or on small one-horse wagons. Smaller pieces are packed 
in rice-straw bags or tied together with rice-straw rope or wire. 

There are no baling presses. The Koreans have no conception of how scrap 
should be segregated and prepared for American open-hearth furnaces. The 
Pacific Island Scrap Corp., as a condition of their contract, agreed to furnish the 
following equipment: 


SD tir i A CRN th et sn chet whee bess 2 
Ee ot gk” > eee Pe eS aT POE EAE SEN Ea 3 
PR, eee 
CFURRAIEES  TRRI ios ca eicpemioetoes 





1 
sd - 400 


After completion of the contract this equipment becomes the property of the 
Republic of Korea. We understand all commercial United States equipment 
landed in Korea is subject to confiscation by the Korean Government and be- 
comes a consideration as an item of cost in the preparation of the Republic of 
Korea scrap. 





VI. SHIPMENTS OF KoREAN SCRAP TO JAPAN 


Official Government records obtained from the Korean Government by United 
Nations Civil Assistance Command (Korea) (exhibit A) reveals that during the 
period November 9, 1950 to August 24, 1951, a total of 21,045 metric tons of 
privately owned ferrous scrap was exported to Japan by Korean Shipping Corp., 
which is Korean Government-owned. Since August 24, 1951, up to September 
4, 1951, there is about 7,000 metric tons now loading or in transit to Japan, 
according to information supplied by Alfred L. Melchter, United Nations Civil 
Assistance Command, 8201, Eighth Army. This 28,000 tons is moved in small 
lots ranging from 70 tons to 2,360 tons through the ports of Pusan-Masan and 
Inchon. 

Evidence of this movement was seen during our visit at Inchon on August 
31, 1951. A small boat with a carrying capacity of about 200 tons was being 
loaded by men with A frames, from a collection yard containing approximately 
1,000 tons. It was assumed this cargo was to be reloaded to a larger ship, which 
was then anchored in the stream about 1 mile offshore, from which coal was 
being discharged to barges. 

It is impossible to check or even estimate the total tonnage of ferrous scrap 
that has moved from Korea to Japan. There are many small craft plying be- 
tween these two countries that can,load at beaches during low tide by human 
pack train from privately collected stockpiles. From our observation, we are 
convinced that considerably more than 28,000 tons has been exported. 
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VII. TRANSPORTATION 
A. PORTS AND PORT FACILITIES 


A briefing on Republic of Korea ports by the Army Port Command in Pusan 
indicated that only four ports could be considered for the loading of any scrap 
purchased by the United States Government. These ports are listed below. Three 
were visited ; the fourth (Yosu) was surveyed by small plane. 

1. Pusan.—The principal port in Korea for the movement of military supplies. 
It is currently handling 650,000 metric tons per month. Estimated port capacity 
has not been reached, but a further increase in tonnage will be possible when 
equipment shortages and internal distribution problems are overcome. The 
harbor is well protected and affords ample deep-water anchorages. There are 
three cargo piers ranging from 383 feet to 475 feet in width, which will berth 
19 Victory ships, three quayways for LSTS, and an additional pier which has 
been reserved for rail-water passenger-transfer. All piers are solid fill-in down 
the center with stone facing. Each has adequate rail spurs. Five additional 
Victory ships can be worked in the stream. 

Scrap has been and is scheduled to be loaded by barge in this port. For 
instance, Korean shippers have loaded several ships for Japan, the Lipsett Co. 
has outloaded 7,500 long tons for the United States and the Pacific Island Scrap 
Co. is planning to lift approximately 8,000 long tons. This method of loading, 
however, is time-consuming and expensive and is used only when piers are not 
available. In this connection, it is pointed out that in Pusan the loading of 
scrap at piers, which are in a congested area, is dependent upon the volume of 
military and civil-assistance cargo that must be handled through the port. 
In the past the Army has not permitted commercial interests to outload scrap 
over the piers and has even directed that Army-generated and battlefied scrap 
be transshipped to Japan via the port of Masan; some 40 miles from Pusan. 
Since there appears to be little likelihood of any appreciable decrease in inbound 
argo, any scrap loading would have to effected in the stream during the forsee- 
able future. 

2. Masan—An Army port with Quartermaster and Ordnance salvage units 
to make limited repairs on equipment returned from battle areas, or to process 
such equipment for shipment to Japan whenever major overhaul or us of com- 
ponent parts is economically feasible. In addition, brass shell cases, metal 
containers, and fiber shell cases are shipped to the United States and Army-gen- 
erated scrap to Kobe, Japan. The port has two solid-fill-in piers capable of berth- 
ing a total of two Victory and one C-1 type ships. Each pier has a rail spur 
down the center connecting with a single-track railroad that joins up with the 
Pusan to Seoul main line at Samnangjin. There is also a quayway for LST’s 
and barges, and tive deep-draft anchorages where ships may be loaded. The port 
is currently handling about 110,000 metric tons per month with a relatively small 
increase in Army personnel and equipment. The mision considers this an excel- 
lent port to out load any Republic of Korea scrap that may be purchased by the 
United States Government, and believes that such shipments could be loaded 
dockside if properly coordinated with the Army. ‘The port area is not congested, 
and a convenient location for accumulating and/or preparing scrap for shipment 
could be found without difficulty. 

3. Yosu—Not under Army Control. Port is used psimarily for unloading Civil 
Relief in Korea (CRIK) supplies, which consist mostly of grain, coal, lumber, 
and fertilizer. It has a protected harbor, unlimited anchorage for deep-draft 
vessels, and would be ideally suited for barge operations were suflicient barges 
available. Port facilities, otherwise, are good and include six deep-water berths 
(Victory ships), and a long quayway for LST’s and barges. However, ships 
must be lightened to 21-foot draft to berth because of silt accumulations. Berths 
have adequate rail spurs, and a fair single-track railroad connects Yosu with 
the Pusan to Seoul main line at Taejon. The use of this port, however, is not 
recommended for the loading of United States-purehased scrap because (a) there 
would be little likelihood of Army supervision, (6) the port is within guerrilla- 
infested territory, (c) ships would have to be topped off at other ports or barges 
would have to be obtained for loading in the stream, and (d) the diversion of 
rail equipment to carry scrap a considerable distance off the main line would 
naturally reduce the over-all availability of railroad cars. 

4. Inchon—An Army-operated port used for the discharge of military sup- 
plies. It has a wide outer harbor with ample anchorage for deep-water vessels 
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and a tide range of 31 feet. The inner harbor has considerable bulkheaded shore- 
line but its use is restricted to barge and landing craft operations. Excessive tide 
changes, however, sometimes leave craft high and dry for approximately 15 hours 
aday. There is also a tidal basin with a capacity for eight Maru type vessels, or 
seven LS'T’s, but it is now used only for lighterage as the locks have not been 
completely restored. In any event, it is believed that the width of the locks 
will preclude the passage of Liberty ships into the basin. With present lighter- 
age the average tonnage handled will approximate 8,000 metric tons per day. 
The port has adequate rail trackage and a single track access to Seoul. In addi- 
tion, a single track, narrow gage line crosses the Seoul to Pusan main line and 
connects with Suwon. Although a major portion of available scrap is in the 
Inchon-Seoul area, the mission does not recommend the use of this port for the 
shipment of Government-purchased scrap. Some relatively small shipments have 
been made by Korean dealers but it is considered inadvisable and expensive to tie 
up a large ship over the period that would be required to load a full cargo. It is 
deemed much better to ship scrap by rail, after proper preparation in the area, to 
Masan where dock facilities are available. 


B. BAIL FACILITIES 


The railroad system in Korea is operated by the Korean National Railroad 
under the supervision of the United States Army, which schedules movements 
and allocates space. The condition of its tracks and roadbeds is good considering 
that there has been little maintenance effected since 1945. While much equip- 
ment has been damaged or wrecked, a considerable number of units have been 
restored, or shipped in by the Army and the system is meeting present require- 
ments. However, further extension of the fighting front might well result in a 
greater demand for rolling stock. 

The only double-track line runs northwest from Pusan through Taegu, Kum- 
chon, Taejon, Chochiwon, and Suwon to Seoul and carries the bulk of military 
traffic. It has been estimated that this line can handle 2,000 cars a day if they 
are promptly unloaded. Other important lines are: (1) A single-track line from 
Pusan north to Yongchon, thence northwest to Wonju via Andong, Yongju, Tan- 
yang, and Chechon. Originally, this line continued to Seoul but war damage has 
made this section inoperative. It has extensions to Pohangdong and Mukpo on 
the east coast, and is linked to the Pusan to Seoul double-track line by connec- 
tions running from Taegu to Yongchon, and Kumchon to Andong. (2) A single- 
track line connecting Chinju and Masan (near Pusan) with the double-track 
Pusan to Seoul line at Samnangjin. (38) A single-track line from the port of 
Yosu on the southern coast to Kunsan on the west coast via Chonju and Iri and 
thence to Chonan on the Pusan to Seoul double-track line. (4) A single-track 
line running from the port of Mokpo north through Iri to Taejon on the Pusan 
to Seoul double-track line. (5) From Seoul there are single-track lines west to 
Inchon, north to Susack and Munsan, north to Uijongbu, and northeast to 
Chunchon. 

In connection with the above it is pointed out that all large accumulations of 
scrap are in cities with rail connections. Rail rates for shipping scrup are (1) 
under military contract with the Korean National Railroad, 660 Wan ($0.11) per 
kilometer per car and (2) the commercial rate of 855 Wan ($0.1425) per 100 
kilometers per ton. 


C. HIGHWAY FACILITIES 


Highways in Korea generally follow the rail lines and are comparable to the 
poorest country roads in the United States. They are usually a lane and a half 
wide with a very poor surface. ‘The exception is the highway from Seoul to 
Inchon, which is hard-surfaced, wide, and in good condition. 


D. STEVEDORING KATES FOR LOADING SCBAP 
1. Korea 
(a) Army contracts with commercial stevedoring companies in Masan’ but 
does not require miscellaneous labor or equipment. Rates charged are: At dock, 
900 wan or $0.15 per metric ton; in stream, 1,980 wan or $0.33 per metric ton. 
(b) Commercial rates at Pusan are: At dock, 4,000-wan or $0.67 per metric 
ton; in stream 11,000 to 12,000 wan or $2 per metric ton (includes lighterage). 


1No scrap has been loaded by the Army in Pusan. However, it is believed that similar 
rates would apply. 
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2. Japan 


(a) There is no commodity rate in Army contract covering Kobe and work 
is done on a man-hour basis. Cost of unloading one ship with 1,595 metric 
tons and 4,770 measurement tons was $1.3415 per metric ton or $0.449 per 
measurement ton. 

(0) Commercial rate 250 yen, or $0.6944 per revenue ton. 


8. San Francisco 
Commercial rate approximately $3 per revenue ton. 


E. WATER RATES FOR THE TBANSPORTATION OF SCRAP 


1. Korea to United States 

(a) By MSTS (FIO): Pusan to San Francisco, $28.04 per metric ton’? ; Masan 
to San Francisco, $23.22 per metric ton. 

(b) By commercial vessel (berth terms) on per long ton basis (Trans-Pacific 
Freight Conference of Japan), Pusan or Masan to San Francisco, $19.75. 

(c) By commercial charter (FIO): Pusan or Masan to San Francisco, $18 
per long ton (at current rate of $153,000 for 8,500 long tons—more or less— 
which would allow 25 days loading and unloading time). 


2. Japan to United Btates 


(a) By MSTS (FIO): Kobe to San Francisco, $21.35 per metric ton’. 

(0) By commercial yessel (berth terms) on a per long ton basis (Trans- 
Pacific Freight Conference of Japan: Kobe to San Francisco, $16.25 per long ton. 

(c) By commercial charter (FIO): Kobe to San Francisco, $14.12 per long 
ton (at current rate of $120,000 for 8,500 long tons—more or less—which would 
allow 20 days loading and unloading time). 


F. COMPARISON OF SHIPPING COSTS—KOREA TO UNITED STATES 


(In calculations, 1 long ton of prepared scrap equals 45 cubic feet, or 8,500 
long tons, an average shipload, equals 9,563 metric tons). 

1. If cargo is loaded under Army stevedoring contract at dock in Masan, 
lifted by MSTS vessel and discharged at commercial stevedoring rate in San 
Francisco: 


stl My he Eta AIRS aan es Re eee al cone, Selene aT SC CN Os EE $1, 435 
wa Weer Sista Gr a a eae ret aaa ee ee eee 222, 053 
SeePSR arse we Temas Wa ose pie Scene orien ae 28, 689 

C2, eR Sak ee a SEM ERM SR Ae EO I 252, 177 
COMING Tee iia Cin i ho aS ceca abana 29. 67 


2. If cargo is lifted at dock in Masan by commercial vessel on berth terms and 
delivered to San Francisco: 


Stevedoring at Masan_________- Ga aa a a SP a ak a 











Transportation by commercial vessel -. $167, 875 
Stevedoring at San Francisco____.------ s Cues ee 

ON coo i cae 167, 875 
CORE weer Manna Tin Sh i ee ee 19. 75 


By shipload. Probably would be in part lots. 

3. If cargo is loaded at dock in Masan under Army stevedoring contract, lifted 
by chartered commercial vessel, and discharged at commercial stevedoring rates 
in San Francisco: 








Steveddring st -25ewaR oo el sigs cana sian ita $1, 435 
Transportation by chartered vessel_...______.______-__ 153, 000 
Stevedoring at San Francisco_--- 28, 689 

UE, hii ei So el pk Sed A A A st 183, 124 


Cost ner eee Oils a ee Se Sie ee 21. 54 


2 Based on MSTS rate for general cargo. 
* Based on MSTS rate for general cargo. 
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4. If cargo is purchased f. o. b. vessel in Pusan and delivered by chartered com- 
mercial vessel to San Francisco: 


SN AG on en ee ae a en eek | es 


Transportation by chartered vessel__._-..------------------------- $153, 000 
Seaveaguring At Ban’ Pranciseo. ooo. oo ne 28, 689 

jG ea as ad A EN EIN Ty AOE pe ek WOE a On ee oe ee ee RESTA 181, 689 
Cost per long ton_-_.-------- SBP ota SW eo ahs! SUES AE RE 21. 38 





5. If cargo is lifted by NSA or MSTS vessels at out of pocket expense. No 
such cost figures were available in the area. However, it can be assumed that 
the transportation cost per long ton, when computed, will be substantially below 
the costs shown in 1, 2, 3, and 4 above. 


G, AVAILABILITY OF VESSELS TO LIFT SCRAP 


1. Korea to United States. 

Commercial steamship companies probably will not want to divert their “berth” 
vessels to Korea to lift scrap. However, sufficient commercial vessels are said to 
be on the market for charter. There are also MSTS vessels returning empty or 
with light cargoes, or NSA vessels in ballast from India to the Pacific coast 
that could be utilized. 


2. Japan to United States 


Sufficient commercial vessels are said to be on the market for charter and 
considerable shipping space will be available in berth vessels. As in 1 above, 
MSTS vessels in Japan or Korea, and NSA vessels from India, could be used. 


VIII. Pactric Istanp CONTRACT 


The Republic of Korea, on the 5th day of July 1951, entered into a contract 
with the Pacific Island Scrap Corp. of 55 Montgomery Street, San Francisco, 
Calif., whereby it agreed to sell to Pacific Island 100,000 tons of prepared steel! 
scrap at a price of $38.23 per metric ton f. o. b. Korean port, trimmed and 
stowed. The contract states the intent of sale as the desire of the Korean Gov- 
ernment to assure the benefit of the final use of such scrap iron to the United 
States war effort. The contract further states that the countervalue of the 
scrap purchased will be in the form of finished steel products to the United States 
only for consumption. 

There are certain other factors in connection with this contract which should 
be mentioned. An agreement was made by the ROK on April 18, 1951, with the 
Lipsett Co., a scrap salvage concern of the United States, for the sale of 10,000 
tons of steel scrap at a price of $16.67 f. o. b. Korean port, with the warranty by 
Lipsett that the scrap iron would be shipped to the United States. Seven 
thousand five hundred tons of steel scrap has thus far been shipped to the 
United States by the Lipsett Co. A representative of the Lipsett Co. told this 
mission that his company later executed a second agreement with the Korean 
Government for another 30,000 tons of steel scrap at the same price to be 
shipped to the United States, but the ROK asked that it be released from this 
latter contract. 

Attached hereto, as exhibit A, is a copy on the Pacific Island contract. Cer- 
tain facts in connection with this contract were brought to the attention of 
the commission. On August 25, 1951, Pusan, Korea, the mission met with ROK 
Minister of Transportation, Kim Suk-Kwan, and his assistant. We were shown 
the contract with Pacific Island and also the performance bond issued by the 
Firemen’s Fund Insurance Co. of San Francisco, Calif. The mission was then 
told that our State Department had sent the ROK a wire advising that it 
was satisfactory that the ROK enter into such agreement. We were shown the 
aang to come from our State Department and it is annexed hereto as 
exhibit B. 

The mission returned to Pusan after surveying scrap in Korea and inter- 
viewed Mr. Allen Loren, economic counselor of our United States Embassy, who 
stated that our State Department did not send a wire authorizing or confirming 
the Pacifie Island contract. Mr. Loren arranged a meeting an hour later with 
the Minister of Transportation. At this meeting in September 8, 1951, with 
Mr. Loren present, the minister admitted that this was not a wire from our State 
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Department but actually was from the ROK State Department in Washington. 
He further stated that Pacific Island and others were requested to bid on the 
basis of the scrap being returned to the United States and they first knew it was 
to be in the form of countervalue when the contract was brought to them by 
Pacific Island. F 

A staff study indicate that the countervalue mentioned in the Pacific Island 
contract would result in only 15,000 tons of finished steel products being returned 
to the United States. 

Following is an excerpt from the Korea Times,. August 29, 1951: 

“Minister of Transportation, Kim Suk-Kwan, has issued a statement denying 
rumors that scrap iron had been exported to Japan and that his ministry had 
drawn up Contracts with American firms to export this metal in an amount 
exceeding the total available here. In squelching the first rumor, the minister 
pointed out that scrap exports to the United States must first make a stop-over in 
Japan to be processed in Japanese ironworks. He stated that in the contracts 
his office had reached an agreement with the United States firms, to insert a 
clause permitting refinery work in countries other than the United States.” 
(See cable from Korean State Department July 11, 1951.) 


CABLE FroM Korean STATE DEPARTMENT, July 11, 1951. 
Proposed agreement with Pacific Island’s Scrap Co. reference 100,000 tons of 
scrap is completely satisfactory to us and we have no comments to make with 
respect thereto. Suggest contract be signed as soon as possible. Advise by cable 
date of execution of contract. 
(Signed) K. O. R. T. C. 
Received : 10: 55 p. m., July 11, 1951. 


IX. CONFERENCES IN KOREA 


On two occasions the group met with the Minister of Transportation, Kim 
Suk-Kwan. The Korean position is as follows: 

(1) Scrap was offered to American dealers and brokers. Pacific Island was 
the high bidder and the Koreans feel that our Government should be able to 
control the operations of our own nationals. 

2) No further tonnages of ROK scrap will be sold until a substantial amount 
of the present contract is shipped out. 

(3) In the eventeof further sales the Korean Government expects the top price 
applicable at the time of sale. This position is taken because exports of scrap, 
rice, and products of the fishing industry are the only sources of outside exchange. 

The group also met with Ambassador Muccio and his economic counselor, Mr. 
Allan Loren, the latter being present ca our last visit with the Minister of 
Transportation. 

In the Seoul area we discovered cases where collectors were being paid by the 
ROK military police a price of about $6.50 per metric ton for miscellaneous heavy 
scrap. We indicated to Kim that this represented a very low price when com- 
pared to the Pacific Island contract. Kim attempted to explain the difference as 
being due to further preparation, handling, and transportation costs. 

Korean dealer stocks and shipments contain a heavy percentage of obviously 
United States material. ‘The minister promised to correct this in the future. 


X. RECOMMENDATIONS 


1. That the United States Government should (where it will not directly 
interfere with the active prosecution of the war effort) have additional Army 
salvage companies collect and immediately return to Masan or other salvage 
depots all battlefield scrap owned by it or the United Nations. The Masan 
operation should be equipped with additional cranes and torches. 

2. That Army scrap ard salvage depots, Masan and in Japan, be directed to 
segregate and prepare ail ferrous scrap to conform with standard United 
States specifications for remelting. This will facilitate its direct movement to 
consuming mills on arrival in the United States. Light scrap, such as cabs, 
fenders, hoods, drums, etc., to be sold locally. 

3. That all military and civil personnel be appraised of the acute dangers 
resulting from the use of scrap contaminated by explosives and urgently enforce 
the complete demilitarization of all explosive materials before return to the 
United States for remelting. 
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4, That all ferrous battlefield or military-generated scrap in Korea and Japan 
be returned by the Army in MSTS vessels at a rate which will permit such 
scrap to be landed and allocated by the NPA, at prices not e~ceeding the OPS 
ceiling price in the United States. 

5. That immediate steps be taken by the United States Government to purchase 
(where is and as is), the approximate 50,000 tons of available ROK scrap not 
committed to the Pacific Island Scrap Co.: provided that: 

(a) A contract is let by the United States Government to a United States 
Commercial firm or firms to collect and prepare scrap for overseas shipment. 

(b) The Army is made responsible for the ship loading of ROK scrap. 

(c) Shipments are made in MSTS vessels at out-of-pocket expense with neces- 
sary price adjustments by the Government in the event the landed cost per ton 
exceeds the OPS ceiling price in the United States. 

6. A very considerable quantity of ferrous scrap has been (and is being) 
collected by ROK citizens and presently lies hidden in scores of spots, many of 
which we viewed and submit photographic evidence herewith to show that 
much of this scrap is of United States origin. It is recommended that our 
Government take steps to induce the Government of Korea to have this scrap 
brought to collection depots where it can be appraised and purchased for return 
to the United States, as there is no conceivable use for this scrap in Korea 
in the near future. 

In addition to the above source of scrap that can be immediately used there 
will be left in Korea a considerable amount of steel in damaged buildings and 
facilities which in accordance with United States standards would be considered 
as scrap but the Koreans will restore to use. 

7. That competent military and/or civilian personnel be assigned in Japan, 
Korea, and other appropriate Pacific areas as liaison officers to cooperate with 
interested United States and foreign governmental agencies and to follow through 
with the work already accomplished by this mission. 

8. The Army engineer and ordnance depots in the Tokyo area are currently 
holding a very substantial tonnage of ferrous materials resulting from the roll-up 
program and returned material from Korea. Much of this material is already 
scrap and by transferring from class C to class D we estimate approximately 
100,000 tons of scrap could be shipped to the United States in Government vessels 
in the next 12 months. It is our recommendation that this movement be started 
immediately by Army directives. 

This scrap has been going to Japanese mills on a negotiated basis; however, it 
is now about to be offered to United States bidders. The issue of directives on 
this scrap is our best opportunity to get reasonable quick scrap from the Pacific 
area. 

Paciric ISLAND Scrap Corp., 
San Francisco 5, Calif., July 28, 1951. 
MINISTRY OF TRANSPORTATION, 
Pusan, Korea. 

GENTLEMEN: We refer to paragraph 8 of our agreement dated July 5, 1951, for 
the sale and purchase of 100,000 tons of steel scrap. In interpretation of the 
phrase “Finished steel products” this means any and all products of steel mills as, 
for instance, ingots, billets, steel plate, steel bars of all shapes, coated or uncoated 
steel sheets, structural steels, rails, or wire products. 

Very truly yours, a 
FRANK Korn. 


Pactric ISLAND Scrap CorPoRATION, 55 New MonTaoMERY STREET, 
San Franctsco 5, Carir., Jury 5, 1951 


AGREEMENT 


Following is an agreement for the purchase of 100,000 metric tons of Scrap 
steel between the Ministry of Transportation of the Republic of Korea, repre- 
senting the Government of the Republic of Korea, in the following called the 
Seller and represented by Mr. Pack Kwan Sook, Director of Supply Bureau and 
the Pacific Island Scrap Corporation, in the following called the Buyer and 
represented by Mr. Frank Korn. The agreement is based on the “Bidding con- 
ditions of scrap sales” of May 29, 1951, the bid offered by the buyer on June 15, 
as well as their Memorandum dated June 21, and the subsequent award with 
letter of the Ministry of Transportation dated June 23, 1951. 
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It is understood by both parties that the intent of this sale is the desire of 
the Korean Government to assure the benefit of the final use of such scrap to the 
United States war effort. Both parties will cooperate in every way to attain this 
goal as quickly as possible. 

1. Quantity: The Buyer agrees to buy and the Seller agrees to sell 100,000 
M/T (One hundred thousand metric tons) of Steel scrap (5% more or less). 

2. Quality and Size: The scrap to consist at least in 50% of the delivered 
tonnage of Railroad scrap the balance equivalent civilian scrap. In any case 
all scrap to be free from Alloy scrap, also any Explosives and light iron (ma- 
terial below 2 mm. in thickness). 

No piece of scrap to exceed either 5 ton in weight or 1 meter in width, 0.5 
meter in thickness or 2 meter in length. 

3. Price: The purchase price of this scrap is to be US$38.23 per metric ton 
(Thirty-eight Dollars and twenty-three cents for one metric ton) F. O. B. Korean 
port trimmed and stowed. 

4. Equipment and Materials: The following equipment and material shall be 
furnished by the Buyer for use in the collection, preparation and shipment of 
above-mentioned 100,000 M/T of scrap: 

1 20-ton Stem Locomotive Crane 
3 10-15-ton Truck cranes 

1 Alligator shear 

400 Cutting torches 

600,000 kgs. Carbide 

Oxygen contained in 40,000 bottles 

All equipment to be new or used and in good condition. 

The maximum amount of oxygen bottles at any one time to be 2,000 bottles, 
including bottles in use, being refilled or in transportation. 

All equipment becomes, after completion of the contract, property of the 
Seller, whereby it is however understood that oxygen bottles are not considered 
part of equipment; they are to be returned promptly to the Buyer. 

All quantities of equipment and materials are based on the delivery of 100,000 
M/T (5% more or less) by the Seller. 

5. Delivery: The material is to be delivered within 10 (ten) months from the 
signing of this contract. After the first three months the minimum delivery in 
any one month to be 8,000 M/T. 

6. Preparation of Material: Seller agrees to prepare the material in such a 
way that it will stow flat in the hold of the vessels. The material to stow at a 
maximum of 50 Cubic feet per 1 M/T. 

7. Loading: Seller will load all vessels employing labor for 24 hours each day. 
Seller guarantees to load per day 500 tons at Pusan and 300 tons at all other 
Korean ports. 

Seller to furnish safe berths for all of Buyer’s vessels. 

8. Destination of Material: The buyer warrants that the countervalue of the 
scrap purchased under this contract will be sold in the form of finished steel 
products to the United States only for consumption. The place of the barter of 
the scrap into finished steel products is at the Buyer’s option. 

9. Bond: Buyer agrees to furnish Seller performance bond in the amount of 
US$1,000,000— (One million Dollars) guaranteeing the fulfillment of all terms of 
this contract. Bond to be forfeited in case of nonperformance. 

10. Delivery: Delivery of any shipment is to be effected upon issuance of 
clean on-board ocean Bills of lading. 

11. Title and Risk: Title and risk for each shipment shall pass to the Buyer 
upon delivery as hereinabove provided. 

12. Export procedure: It is the responsibility of the Seller to furnish all 
necessary Export licenses in agreement with this contract. 

13. Payment: Buyer agrees to open irrevocable Letter of Credit for 
-US$1,000,000 (one million dollars) with the Chase National Bank of the City of 
New York at New York, this letter of credit to be available for 90% of invoice 
value against Seller’s sight draft drawn on the Chase National Bank at New 
York if accompanied by the following documents: 

1. Full set of clean on-board Ocean Bills of Lading (Charterparty Bills of 
Lading acceptable). 

2. Weight certificate showing the weight by draft measurement, signed by 
R. J. Del Pan or other inspection agency acceptable to Buyer. 

3. Seller’s invoice in triplicate. 
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The balance of 10% to be available against Seller’s sight draft drawn on The 

Chase National Bank at New York if accompanied by: 
1. Seller’s final invoice in triplicate. 
2. Weight certificate showing the out-turn weight at port of destination 

Buyer agrees to take the necessary steps for the opening of additional letters 
of credit for US$1.000,000—immediately after the balance of the preceding letter 
of credit has been reduced to US$100,000 (one hundred thousand dollars). 

14. Contract: The contract is issued in both the Korean and English languages 
(6 copies each) and signed by both parties. The English version is to govern in 
ease of any discrepancies. 

Repusiic oF Korea, MINISTRY OF TRANSPORTATION, 
By /s/ K. S. Pack, 
/t/ K.S. Pack, Director of Supply Bureau. 
Pactric IsLAND ScRAaP CORPORATION. 
By /s/ Frank Korn, 
/t’ Frank Korn, Representative. 





MINISTRY OF TRANSPORTATION, 
GOVERNMENT OF THE REPUBLIC OF KOREA, 
Pusan, Korea, July 17, 1951. 
To: Pacific Island Scrap Corp. 
Subject: Authorization 


This is to certify that Mr. Pack Kwan Sook, Director of Supply Bureau of 
the Ministry of Transportation is duly authorized to execute, on behalf of the 
Ministry of Transportation of the Government of the Republic of Korea, the 
sales contract and all documents and letters pertaining thereto for 100,000 tons 
of scrap steel. 

S. K. Kiy, 


Minister of Transportation. 
SEASONAL FLUCTUATION IN SCRAP AVAIL \BILITY 


Mr. Warner. Now, as regards the situation, you all know, of course, 
that scrap is in desperately short supply. Scrap falls off, starting 
about November, and it is inclined to fall off about 30 percent. We 
require about 3 million tons a month to keep the steel mills in opera- 
tion. Some of these mills now are working on inventories of less than 
a week’s supply. 

One of the real possibilities of keeping these mills from closing down 
this winter is foreign scrap. A few hundred thousand tons could 
actually mean that the mills kept in operation. 


SCRAP FROM JAPANESE STEEL MILLS 


Now, the Japanese presently are reported to have about half a year’s 
supply of scrap for their own mills, plus the fact that it is my under- 
standing that there is considerable untouched scrap available, and 
that is not listed in that supply. I mean the bombed-out buildings 
that have not yet been cut up. 

They have been buying the Korean hattlefield scrap. It has been 
going back to Japan. 

So far as the alloy scrap is concerned, they have been buying it, I 
understand, from us at around $18 a ton and then turning around and 
selling it to us and to other countries as high as $40 a ton. 

It is my own feeling that this overseas scrap constitutes an above- 
ground resource and belongs to the United States. I think we ought 
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to do everything possible to see to it that this equipment that cannot 
be returned to the battlefield and repaired is returned to the United 
States in Army bottoms. 


KOREAN BATTLEFIELD SCRAP 


I understand now that the Army has frozen Korean battlefield scrap. 
The battlefield generates, I believe, about 100,000 tons of scrap a year. 

I think that one thing that would be worth considering would be 
having the Koreans deliver this scrap to Pusan, and sell it to us, and 
then having it come back to the United States on Army bottoms. 
It would be difficult and expensive for us to handle it and to get it 
back to Pusan. 

Mr. Bonner. Let me ask you a question right there. Do you know 
of any negotiations with the Korean Government in an effort to get 
this scrap from the Korean Government? 

Mr. Warner. | believe negotiations have gone on but that they 
have been completely unsuccessful. The Koreans have corraled most 
of the scrap generated so far, but I believe the price has proved pro- 
hibitive, the price that the Koreans want for it. 

I talked to a large scrap broker the other day, and he said that the 
price is impossible, you could not get it back to the United States 
without a very heavy subsidy. I do not think we have to subsidize 
this battlefield scrap. What is generated from now on, if it is brought 
back on Army bottoms, I think can be brought back economically. 

Mr. Bonner. On ships sailing light? 

Mr. Warner. Yes. 

Mr. Bonner. Do you know who en to have any knowledge of 
people dealing in scrap in Korea? You say there are many partners. 

Mr. Warner. Well, I talked last night until very late, when I knew 
about coming down to this committee, with a broker who came in 
from New York, and he asked that his name should be withheld and 
that I should not quote him. How accurate his information is I do 
not know. 


SEIZURE OF BATTLEFIELD SCRAP BY KOREANS 


I have heard from the Pentagon, also—and I again am not in a 
position to name individuals—that that scrap has been cut up on the 
battlefield by the Koreans and buried and then lugged back. The 
Korean Government has it. We just are unable to get any of it out. 

Mr. Curtis. Are you speaking of the South Korean Government 
now ? 

Mr. Warner. Yes. Syngman Rhee’s government. 

Mr. Brownson. And that is battlefield scrap that has been gener- 
ated from American vehicles and so forth? 

Mr. Warner. Correct. 

Mr. Brownson. As distinguished fronr Korean scrap which would 
naturally result from the damage to their own cities? 

Mr. Warner. That is correct. This is battlefield scrap. 

I certainly hope you do have an opportunity to look into this. The 
story I have been getting is that the Koreans themselves have been 
cutting it up on the battlefield and that it has been taken out on he 
backs of Koreans and taken out as fast as it is generated. 
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Mr. Curtis. What is done with it? Do they sell it? 

Mr. Warner. I do not know. They will bury it and leave it there, 
and, of course, if they are treating it as the Chinese did the stuff they 
got hold of during the war, they will dig it up and use it later. 


SCRAP SALES 


Mr. Bonner. Do you happen to know, or did any of your inform- 
ants know, of sales made by the Korean Government ? 

Mr. Warner. I believe there have been sales to the Japanese. To 
my surprise, we have also, I am informed, sold scrap to the Japanese. 
Scrap has been sold from Korea to the Japanese, and it has been sold 
from Okinawa to the Japanese. 

Mr. Bropsky. By whom? 

Mr. Warner. By us. ‘The Army has been accepting the highest 
bids on scrap. That is something we are very anxious to have stopped. 

For instance, there are a number of sunken vessels. There are 97 
of them, in one area approximately 450,000 tons, which may be sal- 
vageable, or that could be turned into the scrap drive. We are very 
anxious to get those back into the United States. 

Mr. Bonner. Has your agency looked into any of the contracts 
that have been made by the Maritime Commission or by other Gov- 
ernment agencies? 

Mr. Warner. The only thing that I can tell you, Congressman, is 
that I became interested in this battlefield scrap, and I was informed 
that it was a State Department problem and not an Army problem. 
If we were to stop the sale of scrap to the highest bidder, we would 
have to clear with the State Department, so I was told. 

I simply have not been in this long enough to have done that. 

Mr. Bonner. We had State Department people here yesterday. The 
only thing they seemed to know about it was that they were notified 
when this scrap was to be sold, when the scrap sales would take place; 
they were asked with respect to the economic effects; they had no 
way of knowing about the background of those persons buying the 
scrap. 

Mr. Warner. Yes. 

Mr. Bonner. Has your agency had anybody in the field looking into 
this matter? 

Mr. Warner. You mean overseas? 

Mr. Bonner. Yes. 

Mr. Warner. No, sir; they have not. We authorized a $7 million 
loan to the General Services Administration to purchase far-eastern 
scrap, not only in Korea but in India. 

That is something I would like to mention very briefly here, too. 

Mr. Bonner. First, I want to stay on this subject. 

Mr. Warner. Yes. We have not. I was very sorry that we did 
- have someone go over with the GSA. I thought we should have 

one it. 

Mr. Bonner. That is ship scrap. Has scrap been brought back 
a Okinawa from any of the islands and stored there or gathered 
there? 

Mr. Warner. Not so far as I know. Some scrap has been sold. 
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SHIP SCRAP AT OKINAWA 


There are presently 40,000 tons of beached vessels at Okinawa. A 
contract was let for those in 1947 by the Office of Foreign Liquida- 
tion Commission to a Chinese Nationalist outfit. They did not fulfill 
the contract. The contract has changed hands twice since, and now 
it is a contractor named Muller, of Hong Kong, who has it. We 
certainly do not want to lose that 40,000 tons. If you are going out, I 
hope that can be recovered. 

Mr. Bonner. Yes, sir. 


SCRAP IN FORMOS.\ 


Mr. Warner. Now, there is reported to be about 100,000 tons of 
scrap in Formosa; 30,000 tons belong to the Nationalist Government 
and was sold to the Universal Trading Co. I believe that is a New 
York outfit. There is another 70,000 tons scattered around. I think 
that this GSA report will state that the Nationalists have promised to 
make a report on this, to see what can be done about it. There, again, 
that is a large quantity and would be of great value to us. Also, if 
you had a chance to investigate the 30,000 tons, we should see if we 
can get hold of that. 


SCRAP SITUATION IN INDIA 


The only other one that I would like to mention now is India, because 
Tata has got a lot of scrap and would like to sell it to us. They are 
reported to have about 250,000 tons. 

Mr. Curtis. Who? 

Mr. Warner. Tata, the steel company in India. 

Mr. Brownson. How do you spell that? 

Mr. Warner. T-a-t-a. That was the largest steel operation in the 
British Empire. ‘This scrap has been piling up for a long time. 

Mr. Curtis. Where are their main plants? 

Mr. Warner. This is located in the Calcutta area. 

Mr. Curtis. In the Calcutta area. 

Mr. Warner. Which is, of course, a deep port. There are scrap- 
loading facilities and yards. 

This information I got from Mr. L. D. Green, the former purchas- 
ing agent at Bethlehem, who is a scrap expert and who has been 
working with this GSA committee in the preparation of their report. 
As I say, I have not been able to get hold of that report yet. It has 
not been finally completed. I will get it down as soon as it has been. 

The gentleman to whom I talked the other evening, who, again, did 
not want his name given, says it is true that there is a considerable 
quantity of scrap there but that it is of a very poor grade and that it 
needs a lot of cleaning up. Again, I think that ought to be gazed at. 

Mr. Bonner. Is this scrap generated from materials we sent abroad ? 

Mr. Warner. That Indian scrap would not be. That would be 
scrap generated at their own steel mill. 

Mr. Bonner. Commercial scrap ? 

Mr. Warner. The reason it is for sale, I believe, is that pig iron 
is easily accessible to them at a low cost. They have an amply supply, 
so that they will not go to the extent that we will now to obtain scrap. 

Mr. Curtis. Did the State Department try to trade wheat for scrap? 
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Mr. Warner. Not that I know. 

Mr. Curtis. In speaking of scrap, of course, I think you are prob- 
ably mainly speaking of steel, are you not ! 

Mr. Warner. That is correct. 

Mr. Corris. How about aluminum? 

Mr. Warner. During the last war they never had a nonferrous scrap 
drive. They needed nonferrous. It just came in automatically with 
the steel. 

SCRAP IN PHILIPPINES AND MAKIN ISLAND 


Mr. Curtis. Of course, there is a terrific amount of aluminum, from 
your scrap airplanes. I know of terrific dumps that existed in the 

hilippines. 

Mr. Warner. The Japanese are presently getting that Philippine 
scrap. 

Mr. Curtis. The aluminum, too? 

For example, on the little island of Makin we junked two carrier 
loads of obsolete planes, or around 500 of them. ‘That is a lot of 
aluminum. 

Mr. Warner. That is a lot of aluminum. 

Mr. Curtis. I know just where they put those things. I am just 
curious if the jungle has grown up over them. It would be well to 
go in and get that for secondary aluminum. 

Mr. Warner. As I say, the Philippines are now selling scrap to 
Japan. The Japanese will pay a good deal more than we can afford 


to : 
r. Curtis. That includes aluminum scrap? 

Mr. Warner. I assume it does. We are even more interested in 
what nonferrous scrap might be brought in, such as copper, aluminum, 
lead, brass, bronze; more interested than in steel. 

Mr. Curtis. You really are? 

Mr. Warner. Yes. 

Mr. Curtis. That is very interesting. 


PRICE OF SCRAP 


Mr. Bonner. I would like for you to develop your statement that 
the Japanese are paying more for scrap than we are able to pay. 

Mr. Warner. That is not only true of the Japanese, sir, but it is 
true throughout the world. I do not know what the Japanese are 
able to pay for it now. 

For instance, the Belgians can operate successfully by paying $70 
a ton. 

Mr. Bonner. And haul it to Belgium ? 

Mr. Warner. They can pay $70 a ton for it in Belgium, whereas 
the United States, if it is top-grade scrap, will pay on the west coast 
or on the east coast $50 a ton. The mills will take that. 

Mr. Bonner. Just what is the reason for that ? 

Mr. Warner. I do not know. 

Mr. Bonner. How does Japan do that? How are they able to 
pay more for scrap than we are able to pay? 

Mr. Warner. Well, presumably their steel is not under a ceiling 
and they are able to sell steel for more than we are. 
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To give you an example, before I took over this job I had a smal! 
company come in from the Birmingham area which was actually on 
defense work, and they had been “nate to get their third-quarter allo- 
cation for steel out there. They were keeping their mill going b 
buying Japanese. steel in the Birmingham area at 12 cents a pound. 

Mr. Bonner. You mean that it was being imported into this coun- 
try from Japan? 

Mr. WarnER. Yes, sir. 

Mr. Brownson. Where does your agency, the DPA, have any co- 
ordinating level with the State Department ? 

The State Department told us yesterday that they pretty well 
determined where all of this scrap is going to go and whom they are 
going to let export it, on the basis solely of the economic conditions in 
the country concerned. In other words, that was true regardless of 
the price they would pay for that. 

I brought up the matter of the American scrap dealers who were 
in Italy after the war, who I understand had 20,000 tons of American 
scrap all ready for shipment at Rome, and the State Department 
refused them an export license. This State Department man said he 
was not sure of that particular case, but that it was entirely possible, 
because they would say that Italy needed more scrap, more iron for 
her industry, and that they would not let Italy export any scrap 
regardless of anything else. 

Then it developed that they have a policy of pretty well regulat- 
ing the flow of all of this scrap from the State Department. 

Mr. Warner. That is correct. 


STATE-DEFENSE PRODUCTION AUTHORITY COORDINATION 


Mr. Brownson. You are trying to do a job here on defense pro- 
duction, and here is the State Department trying to build up the 
economies all over the world. Where do you and the State Depart- 
men ever get together to argue out which is the more vital, taking 
care of American industry or building up all of these rundown polit- 
ically corrupt economies ? 

Mr. Warner. The only answer I can give to that is that I do not 
think oh have done anything. I have been in this scrap business about 
2 weeks. 

One of the first things on my agenda is to get together with the 
State Department and to see what can be done to stop the sale of 
scrap to Mexico and other countries. As regards the European situa- 
tion, that is pretty serious. The only scrap there I have reason to 
think we might get is some scrap out of Western Germany, and there 
it isa problem of the western Germans just not wanting to sell it to us. 
Also, France has a large tonnage of scrap and could probably sell us 
10,000 tons per month. But the price is too high. 

Mr. Curtis. I might mention that aboyt 2 months ago I had occa- 
sion to write a letter to the State Department on behalf of some 
salvage people who wanted to salvage some ships that had been sunk, 
some lend-lease ships. One of the cargoes was magnesium, I believe. 

No private person could get anywhere with the State Department at 
all, toward finding out about it, let alone actually bidding on it. The 
thing came to a head. The reason I wrote the letter was that we had 
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heard that Russia was going to claim she had a right to salvage them 
and get those materials. I think that was stopped, but I pass that on 
to you. 

Mr. Warner. Where are the ships? 

Mr. Curtis. In Canada. One of them was in the mouth of the St. 
Lawrence; but it was lend-lease. 

Mr. Warner. Yes. 

Mr. Curtis. There were a number of lend-lease ships sunk that had 
strategic metals on them. 

Mr. WARNER. Yes, sir. 

Mr. Curtis. This local informant told me of a list of some eight or 
nine that he was particularly interested in. This one in particular 
had magnesium on it. 

Mr. WarneER. Well, I understood recently that the Japanese were 
trying to buy scrap in the Aleutians, in Alaska, and that that has been 
stopped, but they were there trying to get it. 

re there any questions anyone would like to ask? AsIsay,I have 
just gotten into this, but I will be happy to do the best Ican. If I do 
not have the answer I will try and get it. 

Mr. Bonner. You say you have not arranged for collaboration with 
the State Department ? 

Mr. Warner. No. 

Mr. Bonner. With respect to having them consider the vital neces- 
sity of bringing scrap into this country in preference to the economic 
picture that they have regarding other countries. 

Mr. Warner. My thought was that the first step would be to have 
Mr. Fleischmann talk with the Secretary of Defense, Mr. Lovett, and 
Mr. Small of the Munitions Board, and see what the Army could do. 
My impression is that Mr. Lovett has the authority to order Ridgway 
to return all the United States scrap to this country. If that is not so 
then we have to go over to the State Department. 

I do not think we have much of a chance of getting any European 
scrap. Whether we have to go to the State Department or whether 
the Army actually can see to it that this scrap is brought back to this 
country, I am not yet in a position to state. 

The Army people whom I have talked to in the Pentagon tell me 
that the ROK scrap is a State Department matter; but so far as the 
scrap around Okinawa is concerned I think probably it would be a 
defense matter. 

Mr. Bonner. Especially shell casings. Have you discussed that 
matter with the armed services? 

Mr. Warner. The shell casings? 

Mr. Bonner. Yes, sir; the return of shell casings. 

Mr. Warner. Mr. Green told me that that was also discussed in this 
GSA report and that the shell casings are going to come back to 
the United States. I hope that is correct. 


TONNAGE OF SHELL CASINGS 


Mr. Bonner. Do you have any idea of the estimate of tonnage in 
shell casings that should have been gathered, and what has been 
returned ? 

Mr. Warner. No. I do not. I would say none of them have been 
returned to date. 
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Mr. Bonner. I understand we have about 5,000 tons. 

Mr. Warner. Back? 

Mr. Bonner. But it should have been 50,000 tons. 

Mr. Warner. I am surprised to hear that. 

Mr. Bonner. It should have been 50,000 tons. That is my under- 
standing, or so I am informed. ’ 

Then you are not progressing very rapidly in cooperation with 
other agencies for the return of scrap metal to this country, which is 
apparently very short here? 

r. Warner. Well, I would say that if you had called me 1 week 
later I think I could have reported pretty good progress. I have just 
gotten into this job. 

SOURCES FOR SCRAP 


This foreign scrap is third on my list as an immediate source of 
obtaining scrap. I think there are two other quicker sources for 
carrying us through this winter. 

Mr. Bonner. Would you mind stating the other sources? 

Mr. Warner. I think first of all we have to get it out of the services, 
the Army, Navy, and so on. We are working now trying to get them 
to agree to our putting experts into these military installations to 
review obsolete equipment and so on. The feeling is very general 
among all scrap people that there is an enormous amount of obsolete 
equipment and scrapable stuff in these military installations. 

The second is doing something about the automobile business. They 
have not moved their scrap at all since the last drive in the Second 
World War. I think we are going to do that. I propose that we put 
out an order and require them to turn their pre-World War IT cars 
over every 90 days. That should produce a million tons. [Note: 
Order now in effect. ] 

Mrs. Harper. Mr. Warner, does the scrap that the Japanese get 
go into the war effort? 

Mr. Warner. What do you mean by “go into the war effort ?” 

Mr. Bropsky. Yes. 

Mr. Warp. They doa lot of ordnance work, for instance, 

Mr. Warner. I do not know what happens once it gets into the 
Japanese steel mill. 

Mr. Bonner. Did you have a question, Mr. Brownson ? 

Mr. Brownson. I was going to ask the witness the question that 
Mrs. Harden asked. We were led by both the Department of State 
and the Department of Defense to believe that. we are buying a lot 
of things all over the world for support of our armed services in 
those remote corners of the world. This is one reason, of course, that 
the Department of State and also the Department of Defense gives us 
for keeping scrap in that area. They are able to make a lot of prod- 
ucts that our military in Korea need in Japan, which saves that long 
haul. ‘ 

What I would like to ask in connection with this general scrap sit- 
uation both here in the United States and abroad is this: Are you con- 
centrating now on nonferrous metals? 

Mr. Warner. Yes, sir. We persuaded industry to set up a very good 
working committee, and they really have put their shoulders to the 
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wheel in ferrous. We are doing the same thing with nonferrous. We 
had a meeting the other day, and they are very enthusiastic. My hope 
is that they will do just as good a job as the steel people have. It is 
our feeling that industry is better able to do this job, really, than the 
Government. The Government should lend all possible assistance. 
We are going to work with them just as we are working with the iron 
and steel people. 


RELATION OF STOCKPILE TO SCRAP 


Mr. Brownson. Of course, the stockpiling works right against the 
development of more scrap. 

Mr. Warner. That is right. 

Mr. Brownson. The minute you stockpile structural shapes you do 
not get the scrap from the structural shapes. 

Mr. Warner. That is right. 

Mr. Brownson. Are you going to have a general scrap drive like 
you had before? 

Mr. Warner. Not house to house; no. 

Mr. Brownson. That was not productive? 

Mr. Warner. On the contrary, it did a good deal more damage than 
it did good during the last war. 

I know that in my own State of Vermont I can take you into 
towns now where they have not cleaned up the scrap on the village 
squares. The stuff just was not usable. Everything came out of the 
attic. 

Then the reaction of the worker was: “Well, if they will not pick 
this stuff up off the village square, why should we get this farm scrap 
in? Why should we cooperate so far as our plant is concerned?” 

Mr. Brownson. That is all I have. 

Mrs. Harpen. You mean that we will not have to save our tin cans? 

Mr. Warner. I do not believe so. In certain areas we may be able 
to use them. The detinning facilities now, I believe, have an open 
capacity of some tonnage. The quick way to get that is through 
Government institutions and so on, such as prisons, where they can 
prepare it easily. I do not believe we will have a Nation-wide tin- 
can drive again. 

Mr. Brownson. Would you care to give a priority on the present 
critical situation in scrap? Start out with the nonferrous metals and 
just give us roughly an order of the need of the situation that exists 
today. Which would be the most scarce? Then go down the line 
where scrap would help the situation. 

Mr. Warner. No; I cannot do it. I have not been able to uncover 
anyone who could. Since nonferrous was brought to my attention I 
have some economists and experts preparing reports on copper and 
copper based alloy scrap, and aluminum scrap. I hope we are going 
to be able to alleviate this nonferrous scrap situation, once the OPS 
straightens out the price mess, whether they cut it or raise it, or 
whatever they do. 

This nonferrous scrap presently is being held in the hope of a 
price increase. They raised the price of virgin lead and zinc 2 cents a 
pound. That stopped all the nonferrous scrap, because the dealers 
are waiting for that 2 cents to get them. 
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NEED FOR FERROUS SCRAP 


Mr. Brownson. On the ferrous scrap that you were speaking of, 
what is our normal annual need for ferrous scrap ? 

Mr. Warner. Of course, that just depends upon what your steel 
mills are turning out. During the last war the highest collection we 
had in 1 year was 24% million tons. We now need 3 million tons a 
month. Next year we are going to need a little more. 

Mr. Brownson. We are going to need more now in the way of scrap 
than we.ever did during World War IT? 

Mr. Warner. About 14 million tons a year more. 

Mr. Brownson. The reason for that being, of course, that we have 
less pig iron. 

Mr. Warner. Yes. Of course, the pig-iron situation is going to 
adjust itself. Presently more pig iron will be brought in. That will 
alleviate the situation somewhat. Of course, also, as the machine-tool 
program gets completed there will be a lot more production scrap. 

Mr. Brownson. They work against each other. The higher the 
price of pig the more scrap they like to use, and then when pig gets 
cheap they use less scrap. 

Mr. Warner. That is correct. 

Mr. Bonner. Mr. Ward? 

Mr. Warp. I would like to ask Mr. Warner this question: Are you 
fairly well organized in that program with the military to generate 
scrap from obsolete equipment and one thing and another? 

Mr. Warner. From the military ? 

Mr. Warp. Yes. 

Mr. Warner. Well, in brief, the first day I got into this I attended 
a meeting in the Pentagon which had been arranged by our Salvage 
Division with representatives of the three branches and the Munitions 
Board. Their feeling was, as expressed to us, that they were doing 
everything possible. Regulations had changed since the last war. 
It was much more difficult to declare things surplus. They did not 
want our help. 


SCRAP SURVEY OF NAVY INSTALLATIONS 


Since that time—in fact, the day before yesterday—the head of our 
Salvage Division, Mr. Greb, called me and told me that the Navy 
had contacted him and had asked him to come along and survey a 
number of Navy installations. Mr. Greb did that during the last war 
very successfully. He turned up an enormous amount of scrap in 
Philadelphia and Brooklyn and some of these big Navy installations. 

That I find very encouraging, because it is my feeling that if we 
can point to scrap in half a dozen installations then I am sure the 
services will be very happy to let down the bars and cooperate with 
us right across the board, which is what we do want. 

Mr. Warp. Is most of that under cover, in your opinion, in the 
military ? 

Mr. Warner. I would say, if you want a guess, “Yes.” 

Mr. Warp. I asked that, Mr. Bonner, because of the warehouse 
space work that this committee has been doing, and the fact that the 
military want to build tremendous quantities of warehouse space to 
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house the material that will be coming off the lines in the next year. 
They do not have room for it under the present conditions. That is 
one question that the committee has asked: Whether or not space that 
they now have is being properly used. 

Of course, if your program is successful in getting tremendous 
quantities of surplus out of the existing space it is going to alleviate the 
need to some extent, at least, for bringing additional warehouse space 
into existence. 

Mr. Warner. That is right; yes. We are of the opinion that the 
services are carrying an awful lot of obsolete parts and equipment. 


DELAYS IN D&CLARATIONS OF SURPLUS 


Mr. Warp. The second part of the question is this: Do you feel and 
do the military people feel that the pressure that the Congress has put 
on disposal has caused them to freeze items that they otherwise would 
declare ? 

Mr. Warner. Yes; I think that is hurting us. I believe it now 
takes about 9 months to declare something scrap. It is first declared 
surplus and then it is screened by the Veterans’ Administration, the 
Bureau of Prisons,and soon. We need it now. 

I do not question that it ought to be screened; that it ought to be 
looked over. Some of it is perfectly usable. But we ought to be ina 
position to get it in the steel mills a little faster than we can presently. 

Mr. Warp. What steps are under way with the General Services Ad. 
ministration to speed up the disposal regulations, or do you know? 

Mr. Warner. We have not gone to General Services yet. We are 
working on the list to see what can be done. As soon as we know 
exactly what we want we are going to take it up with the General 
Services Administration, yes. 

Mr. Bonner. Mr. Warner, has there been any consideration given 
to setting up a scrap-gathering team, a civilian organization, in the 
islands or in Korea to gather scrap that belongs to the United States? 
Has there been any thought about that? 

Mr. Warner. I suppose you might say that this General Services 
Administration team is more or less that. They were instructed when 
they went out tnere to purchase no scrap, but they are in a position to 
buy it. As I told you, we gave them a $7 million loan to allow them 
to buy it throughout the Far East. They can operate almost any 
place they want. 

ORGANIZATION FOR SCRAP 


Mr. Bonner. How is your scrap organization set up in DPA 
and NPA ? 

Mr. Warner. Well, most of it is really an NPA operation. We 
have a Salvage Division. That is headed by a man named Edward 
Greb. There are roughly 25 people in that Division. Most of them 
worked on salvage under the War Production Board. It is their job 
to collect scrap. 

_ Then in the Steel Division we have a scrap group also. It is their 
job to allocate scrap where it is scarce, to place it where it is needed. 

My own job is Special Assistant to the Administrator, to work on 
this salvage program. I am not connected with either division. 
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Mr. Bonner. You are depending on General Services getting this 
scrap from abroad ? 

Mr. Warner. From abroad, presently, yes. 

Mr. Bonner. Do you know what effort they have made? 

Mr. Warner. Well, this mission has just gone forth and just re- 
turned. I think we should have been represented on that mission. 
Had I known it was going there earlier I would have suggested that 
somebody be put on it from our organization. If they go again I think 
our outfit should have a scrap expert with them. 

Mr. Bonner. If you think of anything that might be of value to 
us, in addition to what you have said, which has been very valuable, 
I wish you would send us a memorandum. 

Mr. Warner. Thank you. 

Mr. Bonner. Thank you very much. 

Mr. Bropsxy. Mr. Chairman, may I say something about scrap? 

Mr. Bonner. Yes, Mr. Brodsky. 

Mr. Bropsxy. I am not a scrap expert. I know that Mr. Warner 
says, however, that he has been in it about 2 weeks. There may be some 
chance that he does not know this, for he omitted it, and I would like to 
bring it forth. 

REPORTS ON SCRAP 


The GSA report is available. We have a copy of the report. I have 
one on my desk right now. 

In addition to the GSA team the Munitions Board sent out two 
people. They have come back, and they had a report, which I am 
looking at right now. 

I have told Mr. Kennedy, your counsel, that I would make our team 
available to your committee, and he has scheduled our team to talk to 
you as to what they actually found in Korea in terms of scrap, and 
how much scrap actually is there and how much has been a figment of 
some people’s imagination. 

As to Mr. Fleischmann’s asking for a return of scrap to the United 
States, I think Mr. Warner should know—unfortunately he is gone, 
I guess—that Mr. Fleischmann some months ago did make such a 
request and that there is a specific State Department policy with re- 
spect to Japan, that a certain amount of scrap does have to go to 
Japan. As to the validity of that or not I am not arguing, but I do 
want to say that our team has returned. I have talked with them only 
briefly, because they are physically worn out. I told them to take 
the rest of the week off, to be ready for you next week. 

Our team did find, in connection with engineer bridging equipment, 
better than 90 percent of the equipment used in Korea in this present 
war came directly from Japan. If that is true I think we would want 
to take a second look as to whether or not scrap should be brought 
back from Korea to the United States. 

Mr. Lovett’s policy is definitely that scrap should be brought back 
to the United States except in areas such as Japan. A similar situa- 
tion may arise in Europe. 

I did want you to know that these two people on our team will be 
available. They have seen the situation and can give you all the dope 
on just what is available in Korea. They have talked to Syngman 


Rhee and his people. 
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Mr. Bonner. Thank you, Mr. Brodsky. Of course, we want to 
weigh all the information and come to some conclusion of what should 
be done ourselves. I appreciate your statement very much. 

The next gentleman is the colonel? 

Mr. Bropsky. Colonel Hains will speak on the military advisory 
assistance groups. 

Mr. Bonner. Colonel, will you please give your full name. 


STATEMENT OF COL. PETER C. HAINS, DEPUTY DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY OF 
DEFENSE, DEPARTMENT OF DEFENSE 


Colonel Harns. I am Col. Peter C. Hains, Deputy Commissioner, 
Office of Military Assistance, Office of the Secretary of Defense. 

Mr. Chairman and ladies and gentlemen: As I understand it, sir, 
in your trip you will visit six countries in which we have military 
assistance advisory groups; those six countries being the Philippines, 
Turkey, Greece, Italy, France, and England. 

I have for you a list of the names of the chiefs of these various 
missions which I will leave with you, sir. 

Mr. Bonner. Did you include Trieste ? 

Colonel Hains. Pardon me, sir? 

Mr. Bonner. Did you include Trieste? 

Colonel Hatns. No, sir; I did not include Trieste. We do not have 
a military assistance advisory group in Trieste. 

Mr. Bonner. What do you have there? 

Colonel Harns. Sir, I have no responsibility in my office with 
respect to Trieste. 

Mr. Bonner. All right. 


AMERIOAN MILITARY MISSIONS ABROAD 


Colonel Harns. Under Public Law 454 of June 1946, the Congress 
provided for assistance to the Philippines. 

Under Public Law 75 of May 1947, the Congress provided for 
assistance to Greece and Turkey. This was the initial military 
assistance program. 

The missions that the Department of Defense furnished to these 
countries—that is, the Philippines, Greece, and Turkey—have a name 
which is slightly different from the names of the military missions 
that are furnished under Public Law 329 of October 6, 1949, the 
MDAP Act, the Mutual Defense Assistance Program. In the Phil- 
ippines and in Greece they are known as the Joint United States 
Military Advisory Group, or JUSMAG. In Turkey it is known 
as the Joint American Mission for Aid to Turkey, or JAMMAT. 

The policy is that the chief of each military mission will be either 
a general officer or a flag officer from the Navy. In the Philippines 
we have General Pierson; in Turkey, General Arnold; in Greece, 
General Frederick. 

In Italy, France, and England we have what are known as the 
military assistance advisory groups, MAAG. That pertains to all 
the other countries of the NATO organization and countries such as 
Indochina, Thailand, and Indonesia. 

94756—52——9 
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General Rice is the chief of the mission in Italy; General Richards 
in France; and General Johnson in England. 

I think that it is of interest to this committee to know that difference 
in names, and the difference in function of a JUSMAG or aJAMMAT 
as compared to a MAAG, 

When the aid was set up for the Philippines, for Turkey, and for 
Greece, in the Philippines they were fighting the Huks, and in Greece 
they were fighting the guerrillas; so that there were active military 
operations going on in those countries. It was believed at that time 
that a similar type of organization was required for Turkey. The 
essential difference is that in the JUSMAG or the JAMMAT—these 
are all reporting directly to the Joint Chiefs of Staff—they are au- 
thorized to undertake on the request of the Governments of Greece and 
Turkey, some operational responsibilities, such as assisting and advis- 
ing in training the personnel and troops of the military establishment 
of the country and military planning. In all the other military assist- 
ance advisory groups, unless spectifically written into the bilateral 
agreement with the country, this operational policy does not exist; so 
that you would have for the MAAG’s in France, Italy, or England a 
different relationship with their military than you will have in Turkey, 
or Greece, or the Philippines. 


TEAMWORK AMONG AMERICAN GROUPS ABROAD 


Now, I think I should point out at this point that this is not a De- 
fense Department operation in a vacuum, but we have in each of these 
countries that I have mentioned a team composed of the Ambassador, 
the chief of the Military Assistance Advisory Group of whatever type 
he may be, for whatever organization there may be, and the chief of 
the ECA Mission. Pursuant to a letter of December 19, 1950 in 
which the President set up the International Security Affairs Com- 
mittee there was drawn up a memorandum of understanding among 
the agencies represented in that committee. In that memorandum of 
understanding it was provided that each of these three key people 
would work together under the leadership of the ambassador but with 
primary responsibility in their own fields; the military man for mili- 
tary judgment, the economic man for economic judgment, and the po- 
litical man for political judgment, so that you would find in each of 
these countries that the chief of the MAAG, the ambassador, and the 
chief of the ECA mission are working together in the development of 
their program and in the execution of the program. 


TYPES OF MILITARY AID 


Now, our program provides under the law for generally four dif- 
ferent types of aid. The major type, dollarwise, is the grant aid 
on end items. I will develop that a little bit. 

Equally important but small in dollar consideration is training of 
the foreign nationals. ; 

Also equally important but not nearly so large is the stimulation of 
military production in the country for the country’s support of the 
military establishment which we have agreed bilaterally with them to 
develop in the Mutual Security Program. 

Finally, under section 408 (e) of the law, there is the provision for 
reimbursable aid, wherein the country may procure through the as- 
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sistance of the United States Military Establishment certain agreed 
types of equipment in order to stimulate standardization, in order to 
provide equipment which has been determined necessary for the se- 
curity of the country but for which they do not qualify as recipients 
of grant aid. ne Sa 

Now, the Military Assistance Advisory Group has responsibility in 
and the end-item program, the training program, and the production 
program. They do not have responsibility with respect to the reim- 
bursable-aid program. That is direct from the country through the 
appropriate channels of the State Department to the Defense Depart- 
ment. 

REGIONAL AND NONREGIONAL ORGANIZATIONS 


In the Far East and the Middle East there is at present no regional 
organization to coordinate the activities of the advisory groups in the 
various countries. Those have been considered, but it has not been 
deemed desirable to create regional organizations at this time. 

However, in NATO in Europe there is a regional organization, and 
that is the European Coordinating Committee. The members of that 
Committee are Mr. Spofford, who is the Ambassador; the ECA repre- 
sentative, who I believe is Mr. Porter now; and General Handy, who 
is military representative; and General Schuyler, a representative 
from SHAPE who sits without vote; and Mr. Batt, who is the senior 
United States Representative to the Defense Production Board, which 
is an international organization. 

Working for General Handy in his capacity as Military Repre- 
sentative appointed by the Secretary of Defense is the Joint Ameri- 
can Military Advisory Group, or JAMAG, under General Kibler. 

The point I am trying to develop is this: With respect to the Phil- 
ippines, General Pierson comes directly back to the Defense Depart- 
ment to the Joint Chiefs of Staff. General Arnold and General Fred- 
erick likewise come directly back to the Pentagon. In the case of 
Italy, France, and England, the MAAG chiefs go through JAMAG 
to the Pentagon; the reason for that being that due to the extremely 
complicated nature of the NATO organization it is essential that 
there be regional coordination of the activities in those countries. 


RESPONSIBILITIES OF AMERICAN MILITARY AID GROUPS 


Now, I think it would be of interest to you to know what the 
MAAG’s or the JUSMAG or the JAMMAT do. In the first place, 
they are responsible for developing our program. The first element 
in developing the program is to determine the force basis that will 
be used for programing gross matériel requirements. This force 
basis with respect to the three countries in NATO is geared to the 
medium-term defense plan, which is a multilateral agreed defense 
plan for the European area, which is the one General Eisenhower 
is over there to implement. 

With respect to Greece, Turkey, and the Philippines, force bases 
have been developed that are consistent with the security missions 
of those countries with respect to the security of the United States. 

For instance, in Greece, first you eliminated the guerrillas, and then, 
later, after that threat was wiped out, it was necessary to build an 
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international security situation and to provide a force that will resist 
aggression. 

I think you can apply that likewise to Turkey. Of course, in the 
Philippines it would be the Huks instead of the guerrillas. 

Mr. Brownson. Do we negotiate that with the country concerned ? 


NEGOTIATION OF BILATERAL TREATY WITH AID RECIPIENT 


Colonel Harns. Yes, sir. In each country the first step, before any 
aid is given, is to negotiate a bilateral agreement. In that bilateral 
agreement all of these things are agreed to between the two countries, 
before we do anything. 

Mr. Brownson. Who makes that negotiation ? 

Colonel Harns. The negotiation is conducted by the State Depart- 
ment with the assistance of the Defense Department. The military 
aspects of the negotiation are developed by Defense, working wit 
the Ambassador in the country. 

Actually, in my own office the draft agreements are coordinated 
between the Department of State and the Department of Defense. 
We develop in our office the actual instrument to be negotiated. 

I should say here, to make it clear, in every case these matters are 
always cleared through the Joint Chiefs of Staff, so far as the Secre- 
tary of Defense is concerned. Before any approval, disapproval, or 
recommendation is made, there is first the action of the Joint Chiefs 
of Staff to secure their recommendations on the matter. 

Right now we are negotiating with Yugoslavia. We have passed 
through our staffing procedure a draft of the bilateral agreement. 
That is now over there with a mission. The Ambassador over there 
and the military people assisting him are trying to negotiate with the 
Foreign Minister of Yugoslavia the terms of that bilateral agreement. 

Mr. Brownson. On the terms of that bilateral agreement, I sup- 
pose that you would talk to Yugoslavia, and Yugoslavia would say, 
“We need X number of troops.” You may say, “According to your 
mission, it looks like Z number of troops or Y number.” Then you 
work back and forth until you reach an agreement for a troop basis. 
Is that correct ? 

Colonel Hains. No, sir; the first step is to reach an agreement, first, 
that the country will agree to participate in a mutual security arrange- 
ment with the United States; that they will agree not to use any of the 
aid furnished for any other purpose than that for which it is furnished 
without the prior approval of the United States; that they will agree 
to have within their country and free to inspect, supervise, and coordi- 
nate the Military Assistance Advisory Group. The negotiation we 
just referenced is having difficulty over numbers, in order to pro- 
vide an advisory group of Army, Navy, and Air Force personnel to go 
into the country, work with the military people in the country, and 
decide from a United States standpoint what is really required. It 
takes quite a few people. That always isa difficulty with any country. 
They are always reluctant to have us send a lot of people in. Usually, 
the pattern has been uniform that we first meet reluctance and then, 
finally, they accept it, and then they find out that it really is not large 
enough to do the job that is to be done, and it increases a little bit. 
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The size in each case is geared to the job that has to be performed. 
If there is a small Navy requirement, one or two Navy personnel would 
be the figure, but if it is a large Navy requirement that might run to 
10 or 15 or 25. 


PROVISIONS OF BILATERAL TREATY 


To get back to the bilateral, the bilateral provides that they will 
accept this team, this Military Assistance Advisory Group, and that 
that advisory group will have the authority and freedom to go in and 
inspect right down to the last soldier the utilization of the equipment 
and aid that we furnished. 

And, so far, it has worked out successfully in every country where 
we have presently had these advisory groups working. 

We have run into no real difficulties after you get over the initial 
hurdle of suspicion or reluctance to have an outsider pry into your 
affairs. 

Having developed a force basis, the Military Assistance Advisory 
Group, which is broken down into three rough sections—Army, Navy, 
and Air Force—working with their opposite numbers in the military 
establishment of the country, get from that country and assist that 
country in developing their gross material requirement for that force. 

I mighi say that is the first screening step. 


DEVELOPMENT AND SCREENING OF DEFICIENCY LIST 


Having developed that gross material requirement, they then re- 
quire a look at all of the assets that the country has, either the stocks 
they have on hand in the hands of troops, in depots wherever it may be 
coming out of indigenous production or available from another coun- 
try through procurement. Anything that the country can provide 
for itself against this gross requirement, or has actually in being, is 
then subtracted. You then get what we call a deficiency list. 

The Military Assistance Advisory Group then screens the deficiency 
list against criteria laid down by the Joint Chiefs of Staff. 

Except where there is an overriding military requirement, which 
would roughly not occur except in a nation, say, like Indochina, 
we will not provide what we call soft goods and common-use type 
of equipment—the typewriters, the personal equipment, and the things 
that the soldier uses, which you have to have but which are not major 
production problems. They should get them for themselves. We do 
not provide any of that. That comes out initially. 

We then screen the remaining quantities, see whether it is the 
equipment required or supposed to be required, is consistent with the 
mission that is assigned to the forces that are in the country, and 
screen out whatever we believe is not consistent with their mission. 

We further screen out any equipment, of course, that has a security 
classification, which they would have to get from us. 

You finally boil this list down to the hard items, usually artillery 
and ships, tanks, aircraft, ammunition, things of that sort, which they 
are incapable of obtaining for themselves within the time that they 
should have it in order to be in this position of security. 

Mr. Brownson. What did you mean by screening out the classified 
items? 
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Colonel Harns. There are a number of things, like the V-2 fuze, 
that we would not permit those countries to have, and atomic stuff, 
and things of that sort. Certain classified electronics we will not give 
to them. They do not have it of their own source or knowledge, and 
it is considered by the Joint Chiefs to be objectionable and unsafe to 
make it available and not required. 

If a requirement exists during a state of actual war, then, of course, 
all of this changes; but my program is prior to any war, and its 
objective is to put the country in a position to maintain internal 
security, to be in a military posture that discourages aggression. So, 
we do not carry it beyond that phase at the present time. We do not 
go into the operational planning of the conduct of an operation. 

That list that I mentioned, after it is screened there, if it is the 
NATO countries, it then goes to JAMAG, where the JAMAG and 
the Defense Production Board people in Europe and the ECA people, 
OSR, the senior representative in the Paris office, all look this list 
over for each country to see whether from an over-all standpoint 
there are not more things that come out. 

We also pick up and mark those things which could be produced 
in the country if the country’s unoccupied production were put into 
production. If the country has the capacity to produce 105 military 
howitzers, and the capacity is idle—and it is usually idle for lack of 
financing—those items are marked for our attention back here for a 
further look. And the regional level gives us recommendations as 
to whether or not they can and should be produced in the country; 
and, therefore, not given to the country, either in the country itself or 
for an adjacent country in the program. 

That is roughly what MAAG does on the program. 


HANDLING OF EQUIPMENT IN RECIPIENT COUNTRY 


When the equipment arrives, the MAAG is responsible for receivin 
the equipment and transferring title to the country. The MAA 
is responsible for seeing that that country properly services its equip- 
ment, that that equipment is immediately distributed and not passed 
into warehouses to be held; that no equipment is called forward unless 
there are actual troops in being and capable of absorbing the equip- 
ment, so that there will be stockpiling of equipment in the country 
or any provision of equipment over and beyond the actual require- 
ments of forces in being. 

Mr. Brownson. That comes to a point in which we are particularly 
interested. Have you in your thinking and planning figured out 
what is going to happen after this equipment becomes in a scrap state 
or salvage state? 

Colonel Harns, Yes; I can cover that in a very narrow sense, as it 
applies to the MDAP equipment and the MDAP problem. 


REDISTRIBUTION OR SALVAGE OF MILITARY EQUIPMENT 


We have a policy in effect in all of the countries that if the country 
has equipment that reaches the salvage stage, where it is no longer 
usable or repairable or capable of rehabilitation, then that must be 
reported; and the MAAG is supposed, with the ECA chief—the 
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MAAG chief—to keep track of that and report it back, so that we will 
have knowledge of its whereabouts. Beyond that, we have no au- 
thority to direct its use. 

However, within the NATO complex, we have a way of exerting 
pressure through the Defense Production Board, which is an inter- 
national body. And the first claim is generally that this scrap go 
back into production in the country for military equipment which 
we would have to furnish if it were not produced. 

If it cannot go into the country itself, it is then reported to the DPB, 
and they recommend what country it should go to within that com- 
plex in order to produce the same result. 

If it is strictly United States type, it is also reported, so that we may 
make the decision whether we want it back or whether we want it to 
go into the production effort. 

As I say, we have no authority to enforce any of that, but only 
to find out about it and recommend on it. 

Mrs. Harpen. You say “we make the decision” whether it should 
come back here. Who is “we’’? 

Colonel Hains. Iam sorry. When I said “we” I meant the Mutual 
Defense Assistance organizations; that is, the MAAG, the JAMAG, 
and the Department of Defense—my office in the Department of De- 
fense. We then have to transfer that through the Munitions Board; 
and, the same way, they are the direct contact with Mr. Batt, who is 
the United States member of the DPB. He reports to the Secretary 
through the Munitions Board. 

So that when I said “we” I was thinking of the Office of Military 
Assistance, not of the United States. 


TRAINING UNDER MILITARY AID PROGRAM 


Another responsibility of the MAAG is the training responsibility. 
Since a lot of United States equipment is going into the hands of 
foreign nationals, they are not trained in the utilization—particularly, 
the technical aspects of the utilization—of this equipment. There- 
fore, we have an important training function. We carry that out in 
three general ways: 

We bring foreign nationals who are eligible for this aid back to 
schools in the United States. 

We send others to the schools that are conducted in EUCOM in 
Germany. 

And, third, we send teams of specially trained technicians to the 
countries to train them on the utilization, maintenance, and care of 
their equipment. 

All three methods are used. 


DRIVE TO STIMULATE PRODUCTION ° 


At present we are making a heavy drive to stimulate in Europe, 
particularly, production. The objective is two-fold: 

One, to increase the availability of end items and, particularly, of 
spare parts and ammunition that are needed to implement the pro- 
gram. 
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Secondly, to place the European countries in particular in a posi- 
tion whereby they can eventually take over the burden of supporting 
this equipment. 

The problem has been a difficult one because it is a financing problem. 


OFFSHORE PROCUREMENT 


As far as the military is concerned, we now are undertaking to pro- 
cure offshore certain types of items in the unused capacity of the 
country which will cause those countries to go into production that 
they are not now in and produce spare parts and munitions and some 
end items that are needed in the program, so that we will not have to 
furnish those items. That program will, undoubtedly, have some effect 
on the interest that your committee is showing with respect to scrap. 

I am not qualified to discuss scrap, but I think you should know 
that that program is taking hold and does have a bearing. 

The control of the dollars that flow into Europe will be carefully 
exercised. Mr. Harriman’s office, the Treasury, the ECA, which will 
under the new law signed yesterday, become an MSA, and the State 
Department, and the Defense Department have been working on that 
aspect. 

~ far as defense is concerned we are increasing the production base 
to get more equipment and put these people in a position of being 
able to support the load themselves. 

As far as the control of dollars, it is not in the Defense Department’s : 
hands, but it is being carefully studied both by Treasury and State =~ 
and the Economic people. ; 

Mr. Brownson. The control of the dollars does not seem to be in our 
hands any more, either. 

Colonel Harns. One other last point that I believe would be of 
interest to you, sir, is an additional responsibility that is devolving 
upon the MAAG’s in the European countries in particular. 


FOREIGN MILITARY BUDGETS 


In order to be sure that these countries raise the proper kind of mili- 
tary budgets that will support the forces that are promised to come 
into being and for which we are going to provide the equipment, we 
are asking for MAAG’s to work closer, that is, the MAAG and the 
ECA and ambassador team, the country mission, to work closer or 
more closely with the ministers in the country where the budget is 
being developed, to try to get the type of budget that will permit them 
to do what they should do during their coming fiscal year. 

That might come to your attention in visiting the countries. That 
is a sort of a new burden that is being placed on the military assistance 
advisory groups. 

I do not have anything further, sir, unless you have some questions. 

Mr. Bonner. Have you any questions? . 

Mrs. Harpen. No questions. 

Mr. Brownson. I served on the same staff with Colonel Hains. I 
want to compliment him on his testimony. 

Mr. Bonner. You know each other? 

Mr. Brownson. Yes, sir; I can certainly speak very highly for his 
ability, both in his present position and as an armored force officer. 
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Mr. Meaper. I have no questions. 
Mr. Bonner. We certainly thank you for coming down, and we 
none the information and the frank way you have advised us. 
olonel Harns. Thank you, sir. 
Mr. Bonner. We will stand adjourned. 
(Whereupon, at 12 noon, the subcommittee adjourned.) 


AFTERNOON SESSION 


Mr. Bonner. Mr. Kennedy, will you introduce the next witness. 
Mr. Kennepy. We will now hear from Mr. Harlan Cleveland. 


STATEMENT OF HARLAN CLEVELAND, ACTING ASSISTANT AD- 
MINISTRATOR FOR PROGRAM, ECA; ACCOMPANIED BY JOHN 
PIERSON, ECONOMIC ADVISER TO THE DIRECTOR OF THE FAR 
EAST PROGRAM DIVISION; AND WALTER STETTNER, SPECIAL 
ASSISTANT FOR EUROPEAN PROGRAM DIVISION 


Mr. CiEevELAND. I am not wholly clear about this. It might be 
helpful if you would indicate just what would be most helpful to you. 

Mr. Warp. The committee is interested in general supply activi- 
ties and related matters concerning scrap and salvage—that type of 
thing—as well as foreign-aid programs in the various countries. You 
might outline what aid is being given the various countries, what the 
programs are and the accomplishments under the programs. 

Mr. CieveLanp. I take it your special interest is in the countries 
that this group will be visiting? 

Mr. Bonner. Yes. 

Mr. Warp. You could start with Japan. 

Mr. Bonner. You can hand him the itinerary. 

Mr. Cievetann. Mr. Chairman, perhaps the best way to proceed 
would be for me to give you a very brief statement on the major phases 
of the operation of the Economic Cooperation Administration which 
is about to become the Mutual Security Agency under the bill which 
was enacted into law a few days ago and signed by the President 2 
days ago. 

We are really engaged in two quite different types of operation. 
You will remember, of course, that ECA was set up as the agency 
responsible for the administration of the Marshall plan, and was 
engaged for the first 2 years, up to Korea, in a job that was primarily 
related to the recovery of the European countries in an attempt to 
get them on their feet; get them in a position where they could earn 
the dollars they needed to pay for their own imports. 


EMPHASIS ON MILITARY EXPENDITURES IN AID PROGRAM 


As soon as Korea hit the world, the focus of the activities of the 
ECA began to change rather rapidly, and over the last year or more 
we have been increasingly engaged in the use of economic assistance 
as an instrument for both assisting and persuading countries in the 
European areas to make the largest possible military. expenditures 
consistent with the continuing economic health of the countries them- 
selves. For that purpose many of our negotiations, and much of the 
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work of our missions in Europe, are concerned with the size and the 
composition of the military budgets of the countries of our NATO 
allies, and of other countries not now in the North Atlantic Treaty 
Organization, particularly Greece, Turkey, and Germany. 

n the other side of the world, the ECA is engaged in the use of 
economic and technical assistance for a purpose that is also very 
important to the security. of the United States and the security of the 
free world, but which takes a very different form. There, the problem 
in most of the countries—in a country like the Philippines which you 
will be visiting—is primarily a problem of internal security. 


PROBLEMS OF NEW GOVERNMENTS IN SOUTHEAST ASIA 


The Communists, as you know, always prefer the weapons of in- 
ternal subversion to the weapons of external aggression. One of the 
reasons for this preference is very clear and will be particularly clear 
to a group like yourselves. It is cheaper. It costs a lot less to run 
a Communist Party, even a big Communist Party in a big country 
like France, than it does to conduct even what is sometimes called 
a limited war, though it does not look so limited to most us, in Korea. 

So their primary concern in the whole of south and southeast Asia 
is to try to subvert the Nationalist governments in those areas. 

Throughout that area—in the Philipines, Indonesia, Burma, India, 
and Pakistan—the areas are dominated by new governments; gov- 
ernments that did not exist before the war, which are the result of the 
Nationalist movements which have finally gotten rid of colonial mas- 
ters and who are really starting out on a new road of their own. 

They feel very independent ; they feel very self-conscious about their 
idependence; they feel, in short, very much as George Washington 
and his contemporaries must have felt about the new endeavor they 
engaged in. 

I think it is probably true to say in Indonesia, apart from their 
own national heroes, the people they look to for inspiration are the 
leaders of our own American revolution. 

So that in these areas these governments have just been set up. 
They have to survive. Their purpose is to build governmental ma- 
chinery; to build a relationship with their own people which will 
enable them to survive and which will act as a counterweight to the 
constant attempt of the Communist groups in every one of those areas 
to make life more difficult for these new Nationalist governments so 
that they will collapse and a government subservient to the dictates 
of the Kremlin can take over. 


AMERICAN SHORTCOMINGS IN PHILIPPINES 


The Philippine case is exceptional in some respects to the general 
pattern, partly because its relatioinship to the United States is obvi- 
ously so much closer, we having been the previous colonial power in 
the picture. But in the course of our work in the Philippines ever 
since the Philippines were an American possesion several decades ago, 
the United States did not adequately build up the local governmental 
machinery ; did not put the government and the economy in sufficiently 
strong shape where it could really survive under its own steam without 
further ado. 
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I do not think we need to be more ashamed of that than the other 
colonial powers. I think probably we did better in the Philippines 
by and large than many of the other colonial powers, but the fact 
remains that there are not enough trained government people; there 
are not enough trained agricultural and health people. Because of 
these and other problems, in relation to the needs and wants and ex- 
pectations of the Philippine people, the survival power of a free 
government in the bag: ce is not as strong as it could be. 

It is for that reason that the United States Government has an eco- 
nomic and technical assistance program in the Philippines. 

Why is it that these governments are in such difficulty? Sometimes 
it is with their own people. It is because throughout Asia people have 
come to feel that a rising standard of living and more economic op- 
portunity are really things that should be available to them. 


‘AWAKENING OF ASIATIC PEOPLES 


A couple of centuries ago in China the situation never was that a 
peasant felt that he could be better off at the end of his life than at 
the beginning, or that a son could be better off than his father was. 
This is a twentieth-century development that people throughout Asia. 
suddenly feel primarily because we have demonstrated with our con- 
stantly rising productivity that it is possible by the application of 
science and technology in the problems of ordinary living to get more 
out of the land. The pie can get bigger and everybody can have a 
bigger share of it. 

So this revolution which takes the form of rising expectations on 
the part of the people is a revolution that the Nationalist Govern- 
ments have to do something about quickly because, having thrown off 
the colonial masters, their people expect a great deal from them; they 
expect a great deal more than they are physically able to deliver. 
They expect much more than we are able to deliver, obviously, but we 
can help them in the key fields of public-health services, agricultural 
extension work, small rural industries, and the building of a reason- 
able transportation system and increasing the productivity of their 
agriculture, and so forth. 

In that kind of a program, the people can come to feel that they 
have a stake in things as they are and as they are developing. 


BELL MISSION TO PHILLIPINES 


In the Philippines there is a special circumstance because of the 
history of the program with which ECA is concerned. There was a 
mission that went to the Philippines headed by Daniel Bell, which 
made a report on the situation in the Philippine Islands, a report on 
the problem of the Government there, and on the needs of the Philip- 
pine economy for development. It was a very astute report. 

Those of you who may go to the Philippines might well read that 
report because it is worth reading, especially the excellent summary 
that takes up the first part of the report. 

Mr. Curtis. A commission report or an individual report ? 

Mr. Crievetanp. A commission. It consisted of about 15 or 20 
Americans who went with Daniel Bell. It was the so-called Bell 
mission. It was sent to the Philippine Government at the request 
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of the then President in a letter to President Truman, and they made 
a very frank report; a report that was criticized in the Philippines as 
being too frank, but a very hard-hitting and realistic report indeed. 
It is on the basis of the recommendations of that report that there 
is now an economic and technical assistance program in the Philippines 
administered by the ECA. 

Now, one of the recomendations of that report was that no program 
whatever ought to be started in the Philippines until a couple of things 
happened—until, first, the Philippine Government adopted tax legis- 
lation that would draw in a great deal more revenue and would change 
somewhat the incidence of taxation so that the low income people did 
not take the main brunt of the tax burden. 

The other thing they recommended was that it really was not worth 
while starting a program there until and unless the Philippine Gov- 
ernment adopted minimum wage legislation for agricultural workers 
in order to bring the lowest paid worker in the Philippines up to what 
we would probably consider a very minimum wage indeed, but a wage 
that probably would be more than a quarter or a third above the total 
that the agricultural laboring population has been getting. 


FOLLOW-THROUGH ON RECOMMENDATIONS 


So, in the first few months of our Philippine program we did not 
spend a cent except for advisers on minimum wages and tax legislation 
and people who were engaged in negotiations with the Philippine 
Government. Then they went ahead and produced a piece of tax 
legislation which would do credit to any minister of finance in the 
world. They increased their total tax bill at a single session of their 
Congress by 60 percent, which would be quite hard to do in this country 
and quite hard to do in most countries of the world. 

They did pass a satisfactory agricultural minimum wage law, and 
based upon those two earnests of performance, we moved in with an 
economic and technical mission in Manila, based in Manila but getting 
around the country a good deal, which is now headed by Dr. Renne 
of the University of Montana. 


RELATION OF JAPAN TO SOUTHEAST ASIA AREA 


Following your itinerary, we do not have any operation in Japan 
at all, so I will say only one word about Japan. 

Japan, of course, is potentially a very great source of industrial 
materials and equipment for the whole southeast Asia area. In turn, 
the whole of the south and southeast Asian territory is an important 
source of supply for Japan, since Japan is a country, like Italy and like 
the United Kingdom, which exports manufactures and imports raw 
materials and food. 

This is particularly important since Japan has lost what had been 
historically her normal source of supply, both for food—soybeans 
coming from Manchuria—and for raw materials and fuel—the iron 
and coking coal that previously came from Manchuria and north 
China. 

So it is particularly important to develop this relationship between 
Japan and the southeast Asian area. That is, if Japan is ever going 
to be able to pay its own way in the world. 
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The United States Government is one of the biggest sources of the 
present earnings of Japan. There is no aid ea ig for Japan. They 
do not need it. They are earning a lot of dollars from the military, 
but that is not, we hope, a permanent source of revenue. 

It is important, I think, to look ahead to the time when that ab- 
normal situation will not exist and Japan should stand on its own feet 
and not be the subject of any continuing dole. In other words, so we 
do not have to start a Marshall plan for Japan after the Korean 
thing is over because we have not paid attention in the meantime to 
the development of this vital trade between Japan and her potential 
trade partners in the rest of Asia. 

We used to have a program in Korea before the North Koreans 
came across the thirty-eighth parallel. 

Mr. Curtis. For the sake of the record, the population of Japan 
now is around what ? 

Mr. CLeveLANp. Eighty million, I believe. 

Mr. Curris. And Korea—South Korea is about what? 

Mr. Cievetanp. It was about 20 million before the invasion. I am 
not sure what the population now is. 

Mr. Curtis. And the Philippine Islands? 
Mr. CieveLANp. About 20 million. 


AID SITUATION IN KOREA 


During the last fiscal year we got out of the business entirely in 
Korea, and the remaining funds that were not spent for the sort of 
relief and rehabilitation program we had taken over in turn from 
the Allied Military Government a -couple of years before, those 
funds reverted in part to the military and are being used for 
relief purposes by the United Command now there, and in part they 
are available under the authorization bill that has been passed— 
and I think there is $50 million left—to be used for getting the United 
Nations Korean Rehabilitation Agency on the ground as soon as 
there is some kind of military settlement under a cease-fire and this 
United Nations relief group is able to move in and give attention 
to the massive task of reconstruction that is ahead of the Koreans. 

I cannot help you on Okinawa. 

Singapore is not a part of the far eastern program since it is part 
of a British colonial set-up. 


EFFECT OF TAXES IN PHILIPPINES 


Mr. Bonner. Before you leave the Philippines, has the tax increase 
caused private capital to withdraw ? 

_Mr. Cueveranp. I do not know. There was a good deal of discus- 
sion about the incidence of the tax increase on foreign business there. 
By and large, however, I believe the American business community in 
the Philippines understood and sympathized with the need for the 
tax program in order to promote economic and financial stability in 
the Philippines. I think that a good deal of the objection was not so 
much to having more adequate tax burden on the country as a whole, 
but to the feeling it might be enforced on foreign enterprises and not 
enforced on domestic enterprises as such. My impression is—and 
John Pierson, of our Far Eastern Division, can check me on this— 





120 FEDERAL SUPPLY MANAGEMENT 


that there has been no indication so far that the increase in taxes 
has caused any American businessman to go out of business in the 
Philippines. 
Mr. Pierson. I think that is correct. I have not heard of any 
instance. 
CHINESE IN PHILIPPINE ISLANDS 


Mr. Curtis. There used to be—and I presume there still is—quite 
a number of Chinese investments there. Do you know the picture on 
that? 

Mr. CLeveLAnp. That is a big part of the picture in the Philippines, 
as in Indonesia and Thailand. They were always the traders, the 
merchants, and the money lenders in that whole part of the world. 

Mr. Curtis. I imagine they are allied with the Nationalist Chinese 
by and large rather than with Red China. Would that be a fair 
statement ¢ ; 

Mr. Cieveianp. I think it varies a good deal. I think by and large, 
if you had any way to take a vote among all of them, the largest part 
of the Chinese community in the Philippines would probably side 
against the Communists at this stage, but you must remember, too— 
and this is something that will be very interesting, I think, which you 
should look at country by country—that the Chinese are the main 
target of Communist propaganda. There are the Chinese Communists 
and behind them the Kremlin, and they rely on the Chinese com- 
munity in these Asian countries as a fifth column. 

Mr. Curtis. In the Philippines? 

Mr. CievetAnp. In the Philippines and everywhere else in that 
area, and their Chinese embassies in these areas are important centers 
of fomenting subversion. In fact, so much so in Indonesia that the 
Chinese Government got into a great deal of trouble with the Indo- 
nesian Government over just that kind of thing. 

Mr. Currts. Indonesia has recognized Red China while the Philip- 
pines would be Nationalist China ¢ 

Mr. Cievetanp. That is right. 

Mr. Bonner. Does your mission in the Philippines feel that you 
are going to be able to stabilize and perpetuate the present Philippine 
Government ? 

OUTLOOK FOR PHILIPPINE ECONOMY 


Mr. CieveLanp. Well, I think that our mission there feels that it 
is going to be possible to stabilize a Philippine Government that will 
be oriented toward the free world, and that can eventually do enough 
about the rising expectations of their own people and enough about 
the Huk group, from a purely military standpoint—and it is really 
an active insurrection against the government—to be able to make 
out. I do not think either our economic mission there, or the Amer- 
ican military mission there, feels it is going to be possible to do that 
without a great deal of support and assistance, and particularly a 
great deal more support and pressure on the Government to do the 
things that are going to be necessary for its own survival. 

Mr. Bonner. Her imports are greater than her exports? 

Mr. Cuevetanp. Yes. I think that we have the balance of trade 
and their balance of payments, if it would be useful to have that in 
your record. 
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The excess of imports over exports is, for the calendar year 1950, 
$42 million. That is expressed in American dollars, and our estimate 
of what the excess of imports over the exports is likely to be in the 
current fiscal year, 1952, is $91 million. 

(Discussion off the record.) 

Mr. Bonner. Your statement on the Philippines parallels that of 
the State Department so closely that I wonder if your prospective 
duties and responsibilities are clear cut. 

Mr. CLevELAND. You mean as between the State Department and 
the ECA? 

Mr. Bonner. Yes, your prospective duties, are they clear cut in the 
Philippines ? 

Mr. CLEVELAND. I think they are; yes. Our duties are to administer 
an economic and technical assistance program in the Philippines. The 
State Department does not administer an economic or technical 
assistance program. 

HUK MENACE 


Mr. Bonner. It has been told to this committee that the situation 
with the Huks is of such magnitude that one can hardly go out from 
Manila without jeopardizing his life. How are you carrying on your 
mission ¢ 

Mr. Cievetanp. That situation is true for certain areas. It is not 
true for every large other areas. 

Mr. Bonner. We have been told that they come into Manila. 

Mr. Cievetanp. Iam sure some of the Huks probably live in Manila. 

Mr. Bonner. So you feel even with that condition going on, that 
your mission and your expenditures in Manila are bearing fruit ? 

Mr. Cievenanp. We think they will—of course, the expenditures 
have only started very recently because this program has only been 
underway for a very few months. 

Mr. Bonner. When did your program start? 

Mr. CreveLanp. Well, it started in April, and a good many months 
before that were consumed with these negotiations. 

Mr. Bonner. What has been your expenditures up to now? 

Mr. Creve.anp. Up to date? . 

Mr. Bonner. The total expenditures and all preparation. 

Mr. Cievetanp. I would imagine the expenditures, strictly speak- 
ing, have been very small indeed. 


COST OF AID TO THE PHILIPPINES 


Mr. Bonner. The cost of your mission in the Philippines? 

Mr. CieveLanp. You mean administrative? 

Mr. Bonner. The whole thing, what have you spent there in dol- 
lars and cents? 

Mr. Cirve.anp. I will have to dig that out of the brief case here. 
The total amount of this fiscal year that is contemplated is just over 
$30,000,000, which will be the obligations during fiscal] 1952. 


There were obligations of $15 million in the last fiscal year, which 
represented mostly obligations in the last 2 or 3 months of the year 
after the minimum wage legislation and the tax legislation. 

Mr. Bonner. You carry that forward to the new obligation? 
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Mr. Cievetanpn. That carries forward and is, in effect, consolidated 
with, as a single program, the new obligations. 

Mr. Bonner. tell us what you have accomplished. 

Mr. CieveLAND. Well, the first and most important accomplishment 
in the Philippines is to get their economy and their governmental bud- 
get in a situation where they are not going to run a governmental 
deficit that they simply cannot meet, and that was the primary pur- 
pose of this tax legislation in the Philippines. 


EFFECT OF NEW TAX LEGISLATION IN PHILIPPINES 


That, in itself, I think, had two effects. One, it improved almost 
immediately the prospects of the Government for financial survival, if 
you will. 

Second, it had a very large psychological effect because it indicated 
that the Government was capable of Sakis a really tough, hard decis- 
ion and carrying it through with the congress, and that the Philippine 
Congress was prepared to face up to that kind of a tough decision and 
pass through tax legislation involving that kind of an increase, so 
that the whole impression of governmental weakness or strength was 
pushed over onto the side of strength by that action. 

Mr. Bonner. That is your major accomplishment so far? 


OTHER ASPECTS OF AID PROGRAM 


Mr. Cievetanp. That is a major accomplishment. In addition to 
that, we have started in the Philippines a number of activities which 
we can give you quite a detailed statement on if that would be helpful 
in the record, in the fields of the improvement and building up of their 
Public Health Service, of the assistance to agricultural extension 
work, the beginnings of building of additional power-generating ca- 
pacity and a number of other projects which enable the Government to 
establish its relationship with its own people, which is really a neces- 
sary condition for survival. 

One of the projects that we think is really going to make a big dif- 
ference over a period is the project for the development, agricultural 
development particularly, on the island of Mindanao, the southern 
big island, so as to enable people to move there from overcrowded 
Luzon, and in that way both to relieve the economic pressure in some 
of the areas that are particularly subject to this Huk-movement propa- 
ganda because of the depressed conditions there, and to move people 
out of there onto what really is, from an economic standpoint, the 
frontier of the Philippines, large unused lands on the island of Min- 
danao. . 

Now that is not something that happens overnight, but it is some- 
thing that even by starting it, a hope is generated in the hearts of 
people who may find in that, find in the hope, even before anything 
tangible happens, an alternative to the sort of phony hope that is held 
out to them by the Communists. 

Mr. Bonner. You work in collaboration with the American military 
mission ? 

Mr. CLevELAND. Yes, indeed. 

Mr. Bonner. What is your collaboration with them ? 
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Mr. CieveLanp. Well, they have a mission in the Philippines which 
is concerned primarily with assistance to the Filipinos in training 
and the provision of equipment for the internal security forces, for 
the forces that are actually out trying to mop up the Huks. 

Our problem is aimed really at the same security problem, only 
at the economic and social conditions that enable the Huks to main- 
tain themselves and receive support in the countryside, and there are 
a nuinber of points at which the interest of the two groups are identical! 
and in which we can help each other. 

Mr. Bonner. Do I understand, then, that a great part of your 
mission now is to build up the economy of the Huks and thereby wean 
them away from the communistic trend ¢ 

Mr. Curveianp. Well, I would put it slightly differently. The 
Huks are Communists. Our problem is to build up the possibility for 
people to produce more and to get more of what they produce so that 
they will no longer listen to the blandishments of Communist propa- 
ganda from China and Russia, and to the stories told them by their 
own Huk leaders, and will not, for example, be willing to hide them 
out in their own houses in the villages and that kind of thing. 

It is impossible for a guerilla movement to maintain itself without 
the support of a large majority of the people in the countryside in 
which it operates. 

The Communists had that support in north China at the time they 
were operating there, and the Huks have it in certain limited areas in 
the Philippines today. 

Mr. Bonner. Any questions, Mrs. Harden? 

Mrs. Harpen. No questions at this time. 

Mr. Bonner. Mr. Curtis. 

Mr Curtis. In your dealing with the Philippine Government I pre- 
sume you are dealing solely with the Federal Government, not the 
Provincial Governments; is that correct ? 

Mr. CieveLanp. Largely so, yes; although our field people get out 
and make contacts with the Provincial people, and some of our pro- 
grams which will operate primarily within a Province will involve 
very extensive contacts between our field people and their Provincial 
government, but our formal arrangements, of course, the bilateral 
agreement under which this assistance is given, and all of the transfers 
of goods and services which are the form that our aid takes, are to the 
Central Government. 


CULTURAL DIFFERENCES IN PHILIPPINES 


Mr. Curtis. This is just a matter of curiosity, but transferring 
people from Luzon who speak a different language down to Mindanao 
where they are mainly Mohemmedan, are you not running into some 
difficulties there ? 

Mr. Crevetanv. Well, I am no expert on the cultural problems of 
the Philippines, but my understanding is that the areas in Mindanao 
into which they would move are largely areas which are not now culti- 
vated at all, and where no people live, and that what is involved is 
large tracts 6f land and new settlement on those tracts of land. 
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So what would tend to grow up would be pockets of Luzon people 
who would gradually, I suppose, get merged into the countryside, but 
who would be, by and large, in areas they themselves would be 
developing. shu 

Mr. Curtis. Many people who do not know the Philippines look 
upon it as a homogeneous group not realizing that there are many 
different languages spoken and different cultures. 

Mr. CreveLanp. Yes. The same was always true of China. People 
would talk glibly of moving from one part of the country to another. 

Mr. Curtis. It is more comparable to Europe where you have many 
countries and many different languages. 

Mr. Crevetann. That is right; yes. 


AID NOT FOR BUDGETARY PURPOSES 


Mr. Bonner. Why did you find it necessary to increase your expen- 
diture when, as you say, they are raising more money by a different 
tax system ? 

Mr. CieveLanp. Our expenditures are net primarily, are not really 
at all, for budgetary support. 

Our feeling was that it did not make sense for the United States 
Government to be meeting the Philippine Government’s budget deficit, 
that that was something that should be done by revenue collected 
from the Philippine people, and that was one of the reasons why the 
Bell mission said this really ought to be a precondition of assistance, to 
fix up the budgetary problem that the Philippine Government had 
at the time the Bell mission was there. 

Our assistance is additional to what the Philippine Government 
itself is doing in the field in which we operate, and makes possible a 
much more rapid development of governmental services to people and 
of economic development projects like a power project and like a 
project for the building of a fertilizer plant, or like this land-settle- 
ment business we were just talking about, projects that simply would 
not be possible without outside assistance coming into the picture, and 
that is why the primary basis of our program is approached by a 
project type of program. 

Mr. Bonner. We have been informed that the Philippines are 
holding a large quantity of scrap. Do you know anything about that? 

Mr. CLEVELAND. I know, in general, about the problem, but not verv 
much in detail. 

Are you familiar with that? 

Mr. Pierson. No. 

Mr. Bonner. Could it be true according to your information ? 

Mr. CLeveLanp. I understand that there is a good deal of metal 
scrap in the Philippines and scrap resulting from the destruction 
of Manila, and so on, but I am not familiar with the negotiations. 

Mr. Bonner. Does your agency plan to assist in the establishment of 
any heavy industry there? . 

Mr. CieveLtanp. Nothing that you could really call heavy industry, 
with the exception of a project for increasing the power generating 
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ECA OPPOSES PHILIPPINE STEEL PLANT 


Mr. Cieveiann. No; that probably would not use scrap metals, and 
in any case that would be done on a loan basis, and our participation in 
it is really that of brokers to make sure that it gets done, the Export- 
Import Bank being actually the financing agency. Specifically, we 
have strongly discouraged the Philippine Government from going 
ahead with a steel plant which would use scrap, because of the short 
supply prevailing at present. 

Mtr Boirwiin. Mr. Meader? 


DIFFERENT TYPES OF AID PROGRAMS 


Mr. Mraver. I understood you to say that point 4 of the State 
Department did not operate in the Philippines but that you handled 
the technical assistance program there. 

Mr. CLeveLAND. That is right; yes. 

Mr. Meaper. Is it contemplated that you will continue that under 
the new arrangement ¢ 

Mr. CLevetanp. Yes. The general arrangement is that 

Mr. Meaper. I had the impression that your technical assistance 
program was very largely of an indusirial character where you brought 
these British people over here and showed them our factories and 
that kind of thing, and that the point 4 people seemed to centralize 
more in agricultural fields. 

[ just wondered whether their type of operation was not more 
suitable to the Philippines than yours. 

Mr. CieveLanp. Well, I think that that is why I tried to emphasize 
at the beginning that we really have two entirely different kinds of 
programs, one in Europe and one in the Far East, and our program 
in the Far East is very analogous to the point 4 kind of operation. 

The difference is that because of the special security problem in 
the area and the need for very fast results, the impossibility of waiting 
for the years that it might take to do small-scale technical assistance 
and to have that really come to fruition, in our programs, for example, 
in the Philippines we include a certain amount of equipment and sup- 
plies along with the technical assistance, and in that sense therefore it 
is different from and more than what might be called the standard 
point 4 type of program, but in objectives and character it is very 
similar to it indeed. 

So the position is that in taking the technical assistance alone, just 
the provision of services we have in Europe a program primarily 
designed to increase productivity, particularly in industry, but also 
to some extent in agriculture in Europe. 

In the Far East we have a technical assistance program with sup- 
plies and equipment associated with it which is for the purpose of 
building these institutions within Governments for their survival, 
and the point 4 program operates in other areas. 

Mr. Meaper. You do not anywhere parallel the State Department, 
that is to say you do not have a mission, a technical assistance mission 
in any country where point 4 is operating ? 

Mr. CLEevELAND. That is right. The general arrangement is that 
in a country where this special emergency ECA type of program 
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exists, as in the Philippines, the point 4, the technical cooperation 
administration, Dr. Bennett’s group does not operate. 

Mr. Bonner. Well now, do you want to go on to some other country / 

Mr. Curtis. I have one question. Did you want to put something 
else in there? 

Mr. Cievetanp. Well, the situation that I am describing is this 
fiscal year. During the fiscal year 1951, the technical cooperation 
program did get into rather minor operations in the Philippines be-- 
fore it was clear that this program resulting from the Bell mission 
analysis of the problem was going to go into effect, so in the fiscal year 
1951 the bilateral technical cooperation program, so-called, for the 
Philippines cost $104,000. 

Mr. Meaper. That is State Department funds? 

Mr. Cievetanp. That is the State Department, last year’s. 

Mr. Meaper. Their whole program was only 35 million. 

Mr. CieveLanp. That is right. 

Mr. Meaper. You spent about half that in the Philippines alone. 

Mr. Creverann. That is right. 

Mr. Meaper. Their world-wide program was 35 million and your 
program in the Philippines was 15 million or about half. 

Mr. Creverann. That is right. It is a different kind of program. 
The point 4 program is mostly for the provision of services, that is 
people, whereas our program involves both people and tangible goods. 


AMERICAN CAPITAL IN THE PHILIPPINES 


Mr. Curtis. The question I wanted to ask you is what are you 
doing, if anything, to encourage private American capital to take 
over and do some of these things. 

Mr. CLevELanp. In the first place, in the Philippines there is, of 
course, a very large American business community, as you know. 

It is the largest one outside of the United States, and our hope is— 
and I think it is a reasonable certainty—that as our kind of program 
succeeds, as it enables the Government to get control of the Huk 
situation and enables the people in the countryside to begin to in- 
crease their production and thereby increase their standard of living 
and their purchasing power, that that will react favorably on the 
whole development of business activity in the Philippines. 

Mr. Cortis. It is just in a general way, then. You are not doing 
anything specifically to encourage American private enterprise to 
take over some of these details, some of the particular jobs to en- 
courage them to invest here, invest there, or see what reason there 
is that they do not invest, and possibly report back so that maybe 
the Congress could take a stone out of the way or do something that 
would encourage private enterprise to do the job. 

Mr. Cieve.aAnp. I see the point you are making. We do that really 
in two ways, in fact, and another way potentially 


AMERICAN BUSINESS OPPORTUNITIES IN PHILIPPINES 


The two ways in fact are, first, that some of the goods that go 
into the Philippines—and this will be increasingly true as we go 
along—are actually imported through private commercial channels 
as we do in Europe, as you probably know, so that the funds that 
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we make available actually go to finance a private transaction, but 
the goods, once they get to the Philippines, are earmarked for a par- 
ticular project under considerable control of the United States eco- 
nomic mission there. That is one way. 

Another way is that in the Philippines and elsewhere we can fi- 
nance private contracts with engineers, for example, and in the In- 
donesian situation, for example, we are assisting in financing a con- 
tract between the Indonesian Government and J. G. White & Co. 
in New York, which has some engineers down there helping the 
Indonesians build a development program and engineer the indi- 
vidual projects in that program, there is another way potentially 
that we can help, but there has not been a whole lot of interest in 
it actually on the part of the private business community as yet, and 
that is our guaranty program. 

We can guarantee under the arrangements that have been passed 
previously by the Congress and expand it some in the Mutual Security 
Act this year, an investor in the Philippines, for example, against 
the risk of: nonconvertibility of currency, and we can also guarantee 
against expropriation under certain conditions. That kind of pro- 
gram has not had a tremendous influence in encouraging investment, 
I must say frankly, primarily, I think, because the main worries in 
the minds of investors are not the worries that we can guarantee 
against. 

They are worried about a world war or the general deterioration of 
the whole area, and that is something that is pretty hard to formulate 
a piece of insurance against. 

Mrs. Harpen. Do you have any further questions? 

Mr. Ward, do you have any questions ? 

Mr. Warp. No; I haven't. 

Mrs. Harven. Do you care to proceed then ? 


AID TO GREECE AND TURKEY 


Mr. CLEveLAND. I guess the best way to proceed is according to 
your itinerary. Turkey and Greece, as you know, of course, the United 
States Government has been in business there for several years and on 
the whole very successfully, indeed. 

I think it is very fair to say that if it had not been for the original 
Greece-Turkey assistance programs, that certainly Greece and quite 
possibly Turkey would not be on this side of the iron curtain today. 

We have an economic cooperation administration in each of those 
countries. Both of those countries have been part of the Marshall plan 
from the beginning. 


AID TO TURKEY 


The programs differ substantially in their character. In Turkey 
during the Marshall plan, during the period when recovery was the 
chief emphasis, pre-Korea, in other words, our primary emphasis was 
on development of their basic resources, mining, ports, railroads, roads, 
that kind of thing. 

We have been concerned also to assist the Turks in meeting the great 
problems that they have in their trade with the other European coun- 
tries, and in trying to help them pay for imports from the other 
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European governments that are in excess of the exports that they can 
possibly develop to the rest of Europe. 

We have also tried to help them increase their exports both to Europe 
and to the United States, so that they could again increasingly pay 
their own way and become solvent and independent of the United 
States assistance. 

In the last couple of years and to some extent even before, our pro- 
gram has taken the form in Turkey of a program of support to a 
country that is putting on a very sizable military show of its own. 

The Turks are good fighters, they have got some good troops. Our 
military people are very enthusiastic about the Turks as allies, but the 
maintenance of a large, in relation to their total population and re- 
sources, a very large military force makes it extremely difficult for the 
Turks to—— 

Mr. Curtis. What is their population ¢ 

Mr. Cievetanp. About 21 million. Therefore in Turkey we have 
assisted in bolstering the economy that is supporting these troops, and 
also assisted directly in the provision of items which are common to 
both the civilian economy and to the military economy, such things as 
textiles and petroleum and so forth, which are used both for military 
purposes et for civilian purposes. 

We have assisted in providing that. 


AID TO GREECE 


In Greece our economic mission there, which is led by Roger Lap- 
ham, who used to be mayor of San Francisco, is engaged again in 
really a double operation, an attempt to continue and complete the 
purposes of the Marshall plan for recovery purposes on the one hand, 
and on the other hand to enable the Greeks to support again a sur- 
prisingly sizable military effort. 

Our hope this year is that their military effort expressed in terms 
of Greek drachma expenditure will be very close to the same figure 
as the American assistance that will be provided them. 

Mrs. Harpen. What is the population of Greece ? 

Mr. CLeveLAND. Greece is a little over seven. 

Mrs. Harpen. I did not understand. 


ECONOMIC PROBLEMS IN GREECE 


Mr. Cievetanp. A little over 7 million. Greece is, of course, a 
depressed area in a very real sense. It is a very poor country, pri- 
marily an agricultural country, and the problem there is to develop 
exports that do not take a whole lot of capital equipment, that can be 
either light processing industries or such agricultural products as 
tobacco. 

Greece has always been an important source of tobacco for Germany 
and other European countries. As you know, it is a kind of tobacco 
that is somewhat different from most of the United States types. 

The Greek recovery program is perhaps the hardest single nut to 
crack of all the Marshall plan countries. It is the most difficult coun- 
try from the standpoint of becoming fully self-supporting because 
of the great poverty of resources and the very low standard of living 
of the people themselves. 
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Mr. Curtis. Is there much Mohammedanism in Greece at the pres- 
ent time or has that pretty well disappeared ? 

Mr. Crevetanp. I frankly do not know. My impression is that 
there is not, that the dominant groups are the Orthodox Church, but 
Turkey, of course, is a different story. 

Mr. Curtis. Of course, that whole area was Mohammedan within 
recent years. Albania still is largely, and I imagine in the mountains 
there is quite a bit of Mohammedanism sfill. 

I am just interested in it from the angle as to how that would tie 
in with this Pan-Islam movement that always seems to be under the 
surface in that general area. 

Mr. CieveLAND. My impression is that that is not a significant fac- 
tor in Greece as it is, of course, in Albania. It is a tremendous factor 
there. 

PRIVATE CAPITAL INVESTMENTS 


Mr. Curtis. Have we got much development, do you know, private 
American investment in Greece ? 

- Mr. CLEVELAND. I do not think very much. I honestly do not know 
what the figure is. 

Mr. Curtis. Does any other foreign country have much investment 
in Greece? 

Mr. CieveLanp. No, and actually the main Greek capitalists have 
most of their money abroad, too. They are glad to hold it in New 
York. They do not like to hold it in Athens. 

Mr. Curtis. Incidentally, the same question in regard to Turkey. 
Have we got much American investment in Turkey, and also how 
woud that relate to any other foreign countries’ investment in Tur- 
key ¢ 

Mr. CieveLaNp. I do not think that our investment is very large in 
Turkey. The British have a somewhat larger investment and the 
Turks owe the British a good deal of money on past loans. 

Mr. Curtis. Russia has very little foreign investment, isn’t that 
generally true? 

Mr. CLevELANnD. Russia has generally avoided having any foreign 
investment or any foreign trade that it could possibly help having. 
That is a matter of national policy. 

Mr. Curtis. Which would be different in the oriental area where the 
Chinese, on the other hand, have a considerable investment. 

Mr. CLeveLAnD. Very large, yes, but the Chinese investment, again, 
takes the form usually of a Chinese going to the country and setting 
up shop, rather than his sitting in Shanghai and exporting his capital. 

If it would be helpful to you, we might provide you with such 
estimates as there are of American private investments in each of the 
countries you are going to. 

Mr. Curtis. I think it would be, and I will tell you the reason the 
committee is interested in it so you can possibly hit it from that angle. 

Of course, we are interested in procurement and supply management 
of the Armed Forces. Well, in this country it is naturally dependent 
upon what private enterprise we can utilize, so if we are going to 
assist or have our own Armed Forces or Allied armed forces in these 
countries, the amount of production available or procurement from 
American investment or the further encouragement of local invest- 
ment in industries that could produce these end products that would 
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be used by our military, whether they are our own military or our 
allies’-—— 

Mr. CLEeveELAND. That is right. 

Mr. Curtis. And whether or not there is a flow of investment going 
on into those countries or whether it seems to be at a standstill, and if 
it is at a standstill, why is it that we are not getting any of our own 
private capital. 

That is apart from our Government capital, because ultimately I 
presume we all see an end to our Government putting in its capital, 
while private capital we might well hope would remain there. 


AMERICAN POSTWAR INVESTMENT ABROAD LIMITED 


Mr. CieveLanp. As you know, of course, the postwar history of 
American private investment abroad has been pretty discouraging 
on the whole. 

Mr. Curtis. Yes, it has. 

Mr. Cievetanp. It has been limited largely to oil and a few minerals, 
and it is not only that you do not have the attraction-pulling invest- 
ment abroad because of the uncertainties of war and so on, that people 
are worried about. You also do not have the push. 

In the middle of the nineteenth century in England you had a tre- 
mendous push out because you just could not find another thing to put 
a pound sterling on anywhere in the United Kingdom, so people had 
to go abroad to get their money effectively used for business invest- 
ment. 

That, of course, is not true in the United States at the present time. 
You can still make very good money investing in Procter & Gamble. 
Why go off to Africa or Turkey or some place to use your money, is 
the normal attitude. 

Mr. Curtis. Of course, the Government takes a great deal of the 
money that would be available for investment. 

Mr. CievetanpD. That is another factor. 

Mr. Curtis. And in turn I might add another question that is in 
my mind that does not really pertain to what this committee is in- 
terested in, whether or not the tact that our Government investments 
in what you might call easy money are so large that private capital 
cannot possibly compete with it, with our own Government going 
across. 

In fact, that is one of the main complaints of our businessmen in 
Europe, that Government funds, American funds are being used to 
build up their competitors in the European market, and they them- 
selves would be very glad to go in there and invest their own funds in 
a similar type business, but they cannot possibly do it with American 
dollars being so free. 

Mr. Cuievetanp. I think the cause and effect is, if anything, the 
other way around, that it is because of the lack of private investment, 
from a private standpoint good and sufficient’ reasons, that govern- 
ments have had to step into the picture. 

Mr. Curtis. We could get into a debate on that, but I would like to 
comment on it. That, of course, is the real question. The real ques- 
tion, in my mind, is whether our Government made a thorough study 
of that. 
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Mr. Bonner. Well, have we any specific instance where private 

capital would have desired to enter and ECA funds interfered ? 
r. CteveLanp. I do not know of any, sir. 

Mr. Curtis. I do, Mr. Chairman. 

Mr. Bonner. Well, put them in the record. 

Mr. Curtis. In order to make it accurate, I would have to get it 
from my files, but I have had a number of businessmen who have writ- 
ten to me on the subject. 

Mr. Bonner. Well, will you put it in the record at this point, because 
that is an interesting subject and it is one that should not be entered 
into in a general debate, but should be factual. 

Mr. Curtis. That is correct. 

Mr. Bonner. I think it is an interesting point. 

Mr. CLeveLtann. We would certainly like very much to know of any 
such instance. 

Mr. Curtis. Yes; I have written to the State Department of two 
instances. 

Mr. Bonner. I think that is the material we should have in this 
transcript. 

Mr. Curtis. What I am thinking of, Mr. Chairman, is how I couched 
the letters, as to whether or not I used the business firm’s name. 

Mr. Bonner. I would think when a thing like that comes up, it is 
interesting to the people because this is an expensive program. If it 
can be shown that, for instance, the great du Pont firm would like to 
go into some foreign area and ECA funds brought about a situation 
that would make such unwise for the company, I think Congress 
would like to know about it, and I think ECA would. 

Mr. CreveLanpn. We certainly would. I think actually, if I may be 
permitted one more general comment on this subject, if it had not been 
for the Marshall plan there would have been such a depression in 
effect in Europe during this period that most private investors would 
have hot-footed it out of there. 

Mr. Curtis. Even withdrawn what they already had in there. 

Mr. Crevetann. Yes; so I think that the problem of building up 
the general economy of a country is really inseparable from the prob- 
lem of creating the climate for American investment, and I certainly 
hope fervently that we can get back to a time when American private 
investors will do these development jobs and we will not have to do 
them on a grant basis out of the United States Treasury. Certainly, 
we must build up these countries’ exports so that they will be able to 
earn the dollars needed to buy goods from the United States. Other- 
wise, our exporters will be hard-hit because they won’t be able to 
sell abroad. 

Mr. Bonner. You may proceed, sir. 

Mr. CLreveLanp. It says Rome here, but then it indicates Tripoli and 
Tunisia. You are going to Italy and spend some time in Italy ? 

Mr. Bonner. It is more or less of a landing point, from there we 
go to Trieste and Tripoli and Tunisia. 

Mr. Cievetanp. I see; primarily on the military side. 

Mr. Bonner. Yes. 

Mr. Cievetanp. I do not know if it would be useful to—— 

Mr. Bonner. You do not have any functions in the places that we 
will visit from Rome? 
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Mr. CieveLanp. Yes; we have a function in Trieste. 
Mr. Bonner. What is vour function ? 





ECA MISSION IN TRIESTE 


Mr. Crevetann. Well, Trieste has been one of the participating 
countries under the Marshall plan from the beginning, and still re- 
ceives a certain amount of assistance out of the economic support. 

Mr. Bonner. How much is that ? 

Mr. Cievetanp. Well, for the present fiscal year it will be in the 
neighborhood of $3 or $4 million, very small business, of course, but 
we have had a mission there until recently. It has recently been dis- 
established and merged with the Italians in Rome. 

Its primary purpose has been to assist the military government 
authorities there to keep an economic lid on. Trieste is in a very diffi- 
cult position. 

It is a big city, a very small hinterland, and really could not possibly 
exist by itself, and all kinds of arrangements have been made, mostly 
as a result of pressure by the United States Government and the co- 
operation of the Italian Government to treat the Trieste area, the 
Trieste military government area, for all practical purposes as a part 
of the economy of Italy. 

The biggest single earning by the area that is now the Free Terri- 
tory of Trieste has always been shipping earnings and transit services 
of various kinds through the ports, and insurance, because several 
of the largest insurance companies in Italy operate in Trieste. 

Mr. Curtis. We are talking about a half million people, are we not ? 

Mr. CLevetAnp. Yes, or a little less, if anything. It is very tiny, 
from an economic standpoint, but it is a very key point because it is 
right on the borderland with the Yugoslavs. 

Mr. Bonner. You may proceed. 





EUROPEAN REARMAMENT PROGRAMS 





Mr. Cievetanp. On Germany, France, and England I think the 
best way to handle that would be to tell you briefly what we are pres- 
ently concerned with on the rearmament program, because it is really 
the rearmament program in those countries and other European coun- 
tries, it is for that reason alone—— 

Mr. Bonner. Does that include Italy ? 

Mr. Cievetanp. That includes Italy, yes. There, as you know, we 
are members of an alliance with all of the countries mentioned except, 
of course, Germany, and Germany one way or another will even- 
tually be brought into that alliance, Western Germany. 

Each of those countries is engaged in a very large military program 
of its own. The French and British Governments are both spending 
something like 10 percent of their total national product for military 
purposes, and to countries as small and as, relative to ourselves, poor 
as those countries, that is a very large proportion, indeed. 

Our problem is really twofold. One, to try to assist the countries 
to maintain the economic base without which you just do not get a 
military effort at all, and, secondly, to try to get the governments to 
make the largest military expenditure that is consistent with the main- 
tenance of a healthy economic base. 
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IMPORT NEED OF FRANCE 


In France, for example, the limiting factor on more military effort 
in France happens to be imports, especially imports from a dollar 
area, because 1f they spend more francs in France, it means a larger 
Government deficit. That means in effect they resort to the printing 
press for their money. 

This money gets out of the market, it causes what too much money 
always causes, inflation, and the one really effective way to take the 
curse off that inflation is to provide more goods, and that means in that 
case imported goods. 

Therefore, if more military expenditures are going to be made in 
France, it is going to mean an increased demand for imports, particu- 
larly for imports from a dollar area, and unless we are in a position 
to assist the French Government to meet the cost of those imports, 
the additional military expenditures will not be made. 

Now, in a case like the soma case, you can put in a dollar’s worth 
of imports and get for it, as it were, something like $2 worth of 
military expenditures, so that it is a good deal. You get a multiplier 
effect in the French economy from the expenditure of these economic 
support funds. 


BRITISH PROGRAM 


The British position from our present standpoint is a little different. 
We do not, as you know, have an economic-aid program for Britain 
at the present time. 

The British were among the hardest working of the Marshall plan 
members, and they got off the dole faster than almost anybody else. 
They were even gladder to get off the dole than we were to have them 
get off, I am sure. 

They were able to get to a position where they did not need a con- 
tinuing flow of dollars to them in order to maintain their solvency. 

The position in Britain, though, has changed somewhat quite re- 
cently, and this is a point that you will want to bear in mind, I am sure, 
while you are there, because it is a point that if you talk to the Chan- 
celor of the Exchequer or any of the British officials, they will have it 
very much on their minds. 

Are you going to be there before or after the election ? 

Mr. Bonner. Afterwards. 

Mr. Curtis. The election is the 20th, isn’t it ? 

Mr. Crevenann. The 25th. It is a little hard to predict who you 
will be talking to at that point in the British Government, but their 
position last year was that they were actually exporting and earning 
otherwise more money than they were having to put out for imports 
and other payments. 


DRASTIC REDUCTION IN BRITISH FOREIGN EXCHANGE RESERVES 


Now the position has drastically changed. The British Govern- 
ment, which built its foreign exchange reserves up to something over 
33 billion, in this last quarter, in the July-September quarter, lost 
just about $600 million worth of gold and dollars. 

If they continue to lose their reserves at that rate, they would be 
completely out of money in a year and a half, and they would be 





134 FEDERAL SUPPLY MANAGEMENT 


again in the kind of position in which they were at the beginning of 
the period of large-scale American assistance to them which started, 
you will remember, with the British loan and went on into the, Mar- 
shall plan. 

Now, it is hard to tell at this stage what that means to United 
States policy, but the British are by far the largest contributors in the 
whole NATO plan other than ourselves. In fact, our contribution 
and theirs and the French contribution amounts to something like 95 
percent of the whole contribution to the NATO defense force. 

The British have a very healthy attitude toward the NATO defense 
plan. ‘They work hard, they squeeze their own consumption down to a 
point which I am sure we could not possibly do in this country, and 
almost none of the countries on the Continent can do. 

Their austerity program has really been very impressive indeed, 
and when they decide that they are going to build up a force of so 
many divisions, they go about building up that force of so many 
divisions because they said they were going to. 

But the economic basis for the program that they have announced, 
which is 4.7 billion pound sterling over the 3-year period, well, the 
current fiscal year and the next 2 fiscal years, this total program is 
jeopardized by the fact that their external balance of payments has 
recently been running them into the red so tremendously. 


IMPACT OF DEFENSE PROGRAM ON BRITISH ECONOMY 


There are a number of factors in that swing. It is not all the defense 
program, although the impact of the defense program on the British 
economy is very heavy, because as soon as you start building a tank 
in Britain, what you are cutting into is British exports of automo- 
biles. 

The British only allow 20 percent of their automobile production to 
be sold at home, so what you are mostly cutting into is exports of au- 
tomobiles to Argentina and other places where they can earn dollars, 
so that it is not just that they divert something from civilian to mil- 
itary purposes. It is that the something they have to divert is usually 
manufacuring capacity that would otherwise be used for exports. 

That, plus the fact that raw material prices went up so greatly 
and they had to pay quite a lot more for the same amount of raw 
materials really put them in very bad shape indeed, and that is a big 
fact in the world today that I think you will find important and inter- 
esting to look at. 

There still is, however, no United States economic aid program 
there, no resumption of economic aid. There is a relatively small 
amount of military assistance because they make most of the things 
that their Army needs. 

They make them themselves, so they are making a very large contri- 
bution to the NATO defense effort and getting very little assistance 
at the present time from the United States. - 

Mr. Bonner. You overlooked Italy. You have not discussed Italy. 

Mr. Cievenanp. I had asked whether you wanted to go into the 
Italian situation. 
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POVERTY OF RESOURCES IN ITALY 


The Italian situation is very clear in its broad outlines. Italy is 
a very poor country. It produces virtually nothing but people and 
falling water, which can be converted with a big investment into 
hydroelectric power. 

It produces small amounts of very bad coal and practically nothing 
else except agricultural products which are not sufficient to feed its 
population, so that Italy can live only by importing food and import- 
ing raw materials and exporting finished products, adding to the 
value of raw materials mostly labor. 

This Italian economy was faced with very serious, distressing eco- 
nomic conditions at the end of the war. Our consistent American 
policy of support for the Italians going right back to the very end 
of the war has enabled the Italians to recover remarkably, but it is 
still a poor country. 

The per capita national product, the amount of goods and services 
produced in the country per person, is still only something like $250 
a year per person, and you have got therefore a tremendous problem 
in poverty, particularly in southern Italy which is the rural distressed 
area in the depressed area of the country. 

Now, on top of the economic problems which they are faced with, 
you load a rearmament program of. considerable dimensions. Physi- 
cally they can take that program because there is a large amount of 
unused industrial capacity and, as everyone knows, a very large 
amount of unused labor. 


UNEMPLOYMENT SITUATION IN ITALY 


Their unemployment figure, direct recorded unemployment figure, 
is close to 2 million people, and they probably have another million 
or two who do not show up in the figures but who are really under- 
employed or unemployed. 

Our problem therefore is to help that Government make sizable 
military expenditures without having undue inflationary impact, and 
in such a way as to put the largest number of people to work on the 
defense effort in Italy for the whole European group. 

Italy, as you know, is tied down with some restrictions still under 
the peace treaty arrangements, so that it is not able to contribute as 
many troops as probably would make sense from a military stand- 
point, but there is a lot else that it can contribute, and eventually it 
ought to contribute troops as well. 


GERMAN CONTRIBUTION TO MUTUAL DEFENSE 


Germany is a somewhat similar situation from the economic stand- 
point. There is some overpopulation as a result of 9 million refugees 
or so being present in Western Germany, on top of the populations that 
are already there. 

Mr. Curtis. They are from Eastern Germany ? 

Mr. CieveLAnp. They are predominantly from Eastern Germany, 
and te some extent from the other satellites in Eastern Europe. 

Mr. Curtis. Czechoslovakia, Austria, and so forth? 
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_ Mr. Cievetanp. Yes, and there is considerable, again, unused capac- 
ity in Germany, partly unused because of restrictions on its use by 
allied agreement. 

They are not allowed to produce more than so much steel, and so on, 
but there is a great deal that the Germans can do to add to the total 
amount of resources available for the North Atlantic Treaty defense 
forces, and as you know, General Eisenhower has been very much in- 
terested in this development of getting the Germans into a European 
defense force with the French and the Belgians and Italians, other 
continental countries, and thereby enabling German troops to be re- 
cruited and trained without there having to be a German general 
staff and all the paraphernalia of a national military force. 

Well, economically the Germans can support considerably more mili- 
tary expenditure than they are now making because the only military 
expenditure that they are really now meking takes the form paying 
occupation costs to us and to the British and the French. : 

As soon as they get on a basis where they are recruiting and train- 
ing their own troops, they should be able to support psychologically 
and politically an amount of military expenditure that corresponds to 
the effort that the French and British are making, something like 9 
or 10 percent, at a minimum, of their gross national product, and 
perhaps more. 

Germany can be a great asset in this whole defense thing if some of 
the political problems and some of the psychological problems are 
solved, by getting their troops into the picture under an appropriate 
command set-up, and if the Germans are able to move rapidly in solv- 
ing some of their internal economic problems. They are not going to 
have a big need for dollars. 

Mr. Bonner. Just what is your program in Germany now? 

Mr. CLeveLAND. Well, our program in Germany, again there was a 
program during the Marshall plan in Western Germany of recovery 
and increased production. 





RAPID RECOVERY IN GERMAN PRODUCTION 


Germany during the period of the Marshall plan practically caught 
up with the rest of the countries, even though it started 2 years be- 
hind, it started 2 years late on its increase of production, but their 
industrial production is now up to something like 130, 140, percent 


of prewar. ; 
That is due to the assistance in reconstruction that the Marshall 


plan was able to provide. aoe 

Now, our problem is to provide them rather limited amounts of 
assistance which go primarily into helping the Government solve the 
three or four big problems that are ahead of them, the problem of 
getting their industrial production up more, the problem of getting 
more coal out of the ground, the problem of Berlin, which is a tre- 
mendous economic drain on the Western Gérman Government, the 
problem of making effective use by increasing general business activi- 
ty and putting them to work, of the very large numbers of refugees 
from Eastern Germany and from other parts of Eastern Europe. 

We do that in a standard way by assisting them in financing key 
imports from a dollar area and in directing the use of the counter- 
part funds to investment projects. 


















2 SNE 


FEDERAL SUPPLY MANAGEMENT 137 


Mr. Bonner. Our time is expiring. Mrs. Harden, do you have any 
questions ? 

Mrs. Harpen. No, I believe not. 

Mr. Bonner. Mr. Curtis? 


ROLE OF SWEDEN IN PRODUCTION OF MILITARY SUPPLIES 


Mr. Curtis. Just one. Do you happen to know who gets the mili- 
tary, or do we procure the military supplies that are manufactured in 
Sweden or does Russia get most of that ? 

Mr. CieveLanp. The Swedes do not produce, I think, a whole lot 
of what we would call end items. I do not think they produce a 
whole lot of guns, and so on.. They produce some very important 
components, ball-bearings, as the standard example. 

Mr. Curtis. They produce some pretty fine guns there, too. 

Mr. CieveLanp. And some of the European governments use both 
Sweden and Switzerland as a source of supply for military goods or 
components. 

. Curtis. Do you happen to know whether our military-aid 
money that will be given to Europe can be used to get Swedish pro- 
duction, or is it being used for that? 

Mr. Cievetanp. As far as I know, it is not being used for that. I 
do not know whether it is legally possible. I would assume it would 
be, but I would have to check with Defense. 

Mr. Curtis. The last gentleman that testified said that most of the 
dollars that we gave to military aid for purchasing was actually 
American purchasing, and the dollar was simply a measure. 

Mr. CieveLanp. That is right. 

Mr. Curtis. So under that, I imagine we could not or would not be 
purchasing much of Swedish military production, whether end-items 
or component parts. 

Mr. CLEVELAND. It is possible under the program to use military- 
assistance funds not only to buy rifles in this country and ship them 
over, but also to buy rifles in Europe and give them to the Europeans. 

To the extent that it is cheaper and better to do it that way, I believe 
that the Defense Department intends to have a part of its funds used 
for what they call offshore procurement, but whether Sweden is in- 
cluded as a source of supply, I honestly do not know. 


DECLINING COMPETITIVE POSITION OF EUROPE 


Mr. Bonner. Can we build up these countries without eventually 
having them compete with our own industry ? 

Mr. CieveLanD. Well, I think, sir, that the danger is not that they 
will compete too greatly, but that they will be so weak as to require 
this continued blood transfusion. 

The trouble, for example, in Europe over the last 50 years has been 
that the competitive position of Europe, which used to be the greatest 
industrial area in the world until we took over the leadership, their 
competitive position in relationship to ours has been gradually going 
down, and as a result of that the Europeans have found it more and 
more difficult to earn dollars in competition with our own people. 

Now, the net result of that is that for security reasons, for reasons 
of being able to live in a reasonably stable world, the United States 
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had to embark on these huge postwar reconstruction programs to get 
the Western Europeans back on their feet so that they could earn the 
dollars that were and are necessary to support their purchases abroad 
for their own economy. 

Now, there is very little danger, I think, that the Europeans will 
increase their productivity faster than we. We have been i increasing 
our productivity at a rate of something like 3 percent a year with 
compound interest, for many years now, and in this productivity race 
we are always way ahead. 

The real danger is that we get so far ahead that everybody else in the 
world looks like a depressed 2 area, and they are unable to earn money, 
and the alternative then becomes assistance or communism. That is 
something that can only be prevented by improving their competitive 
position. 

Mr. Bonner. How can this subcommittee on its trip abroad help 
your program ¢ 

Mr. Cievetanp. I think that the subcommittee perhaps could help 
in a couple of ways. 

One, you will be seeing a good many Europeans and other govern- 
ment representatives and other people in far eastern countries. It is 
important, I think, for them to know what the problems of the 
American economy are, and that our resources for the conduct of these 
programs are by no means unlimited. 

After all, to the Europeans even who are not an industrialized 
society, when they take the whole group of European countries with 
whom we deal, 18 countries or so that have a gross production, a total 
amount of goods and services produced of something like $150 billion 
in a year, we are over the $300 billion mark today and we have only 
150 million people and they have got 270, so even to the Europeans 
our economy looks like it is infinitely expansible, and they are inclined 
always to say to themselves, “Well, now, if you are talking about just 
another $1 billion or so of military effort, why couldn’t you just take 
that out of the fat i in the United States, a few less television sets, and 
so on, and it is easy.” 


LIMITS TO AMERICAN ASSISTANCE 


I think your subcommittee, particularly with its focus on expendi- 
tures in the executive departments, can be very helpful in emphasizing 
to the people you meet what the problems really are, that our budget is 
limited to, that we have a big budget. 

Mr. Bonner. Emphasizing the fact that this program will not go 
on continuously and that they must take advantage of it while it exists. 

Mr. Cirvetanp. While it exists, that is a very good point. 

Mr. Bonner. Is there a feeling i in the program that it might con- 
tinue for years? 

Mr. Cieveranp. I think there is only one phase of the program that 
ought to be considered as a continuing rather than an emergency pro- 
gram, and that is the kind of thing represented by technical assistance 
in the underdeveloped areas. 

That, I think, will and should be with us for a good many years, but 
the European economic-support program ought to be terminated with 
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the termination of the military build-up with which it is connected. 

The far-eastern programs should be tapered off as far as grant funds 
are concerned over a period of a relatively few years, substituting a 
continuing technical assistance and the kind of loan programs that 
are more apt, more appropriate for long-term-development build-up 
in the underdeveloped areas. 

Mr. Bonner. Mr. Curtis? 

Mr. Curtis. One of the most disturbing things I have heard in some 
time, and maybe I got the thing a little wrong, but there was testimony 
a couple of days ago that there were about $2.4 billion sitting in 
counterpart funds. 

Now, that figure, I know, is right, unallocated, but the impression I 
got was that it was just sitting there waiting for people to figure out 
some fancy or nice scheme whereby they could spend it, but that ac- 
tually they could not think of anything right now, so it is just sitting 
there. 

That is a very disturbing thought to me. That just invites every 
person with a boondoggling idea to come on in, and if that is the 
vase, I wonder if really what is not going on there is that we cannot 
get across some of these socialistic ideas in this country, so we are 
carry.ng them on over there in the foreign countries just because we 
do not know what these counterpart plans are. 

Some of the plans that I have heard about actually are things that 
we reject in this country, this Congress up to date has rejected them. 

Mr. CieveLanp. I would be very much surprised if the figure for 
unobligated counterpart funds in the group of countries was any- 
thing like 2.4 billion. 

Mr. Curtis. I got those right from the State Department’s figures 
yesterday, and I presume their figures are correct. 


ROLE OF COUNTERPART FUNDS 


Mr. Crevetann. I would like to have an opportunity to look that 
up and provide a statement as to how it stands as of today, but the 
counterpart funds are used, as you know, in most countries to support 
the same kinds of purposes for which the dollar funds are used, that 
is, in the old Marshall plan recovery purposes, and now during the 
last year or so the purposes of rearmament, speaking now of Europe. 

A good part of the counterpart funds will from now on be used to 
support military production. 

Mr. Curtis. In the country itself? 

Mr. Cievetanp. In the country involved, to be used by the country, 
for example, to buy the tanks and bazookas, and so forth, that it needs 
in its own country. 

Mr. Curtis. In its own country, or could they pay a soldier’s salary, 
{heir own soldier’s ? 

Mr. CieveLanp. We have so far said that troop pay was something 
that a sovereign government really ought to pay out of its own 
revenues and not out of the results of a United States grant program. 

Mr. Curtis. How about this?) Denmark used—I saw the figures— 
I think 80 percent of the counterpart funds to pay off Denmark’s na- 
tional debt. 
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Mr. CreveLann. Some of the funds have in the past been used for 
debt retirement. That is tapering off, and we are going to close out 
that type of use entirely. 

Mr. Bonner. Is it the purpose to eventually get this technical as- 
sistance program on a cooperative pay basis? 

Mr. CLEeveLAND. You mean payments by the countries for the tech- 
nical assistance ? 

Mr. Bonner. Would it not mean more to the countries to have to 
pay the cost? We furnish the technical ability and they pay the cost 
of it. 

Mr. Creve.anp. There, of course, to the extent they are able to do 
that, and are convinced of the value of it, and so on, there is a con- 
siderable amount of technical help, after all, paid for by every coun- 
try in the world from the United States through private channels, but 
the purpose of these programs is in many cases to introduce techniques 
and types of institutions that really are not known in the country and 
which the government of the country, it is not a demonstrated fact 
yet that they are used to this technique. 

In the whole history of this thing the amount of technical assist- 
ance paid for as against the amount provided on a grant basis will 
xO up. 

Mr. Bonner. Thank you very much. 
(Whereupon, at 4:15 p. m., the hearing was adjourned.) 
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FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


TUESDAY, OCTOBER 16, 1951 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
OF THE COMMITTEE ON EXPENDITURES, 
IN THE Executive DEPARTMENTS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 1016 New House Office Building, Hon. Herbert C. Bonner, 
chairman of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; Wil- 
liam L. Dawson, chairman of the full committee ; Harold D. Donohue, 
and Charles B. Brownson. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member, 
and Ray Ward, Bureau of the Budget. 

Mr. Bonner. We had better proceed, gentlemen. 

The first gentleman we will hear from is going to present the func- 
tions of General Services in regard to surplus property and scrap 
materials returned to this country. Who will present that ? 

Mr. Larson. I suppose I will, Mr. Bonner. I did not understand 
it was confined just to scrap. 

Mr. Bonner. Well, the general mission of your agency. 


STATEMENT OF JESS LARSON, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Mr. Larson. Well, insofar as our overseas operations are concern- 
ed—maybe it might be best to start out with my particular offices in 
the direction which the committee is going. Are you going to Europe 
first ? 

Mr. Bonner. No, sir; we are going to Alaska and the Pacific. 

Mr. Larson. Well, the only installation we have in the Pacific is 
in Tokyo where we have an office of the General Services Administra- 
tion specifically representing the Emergency Procurement Service, 
which is our stockpiling operation. That is principally a purchasing 
ECA requirement for that area, also stockpile materials that originate 
in certain Far East areas. 

That service, the Emergency Procurement Service, also performs 
functions that are delegated to GSA by the Office of Defense Mobiliza- 


Norr.—Asterisks denote classified material deleted for security reasons. 
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tion, Mr. Wilson’s office, which duties will very shortly be taken over 
by Defense Materials Procurement Agency which was recently set 
up by Executive order. 

Mr. Dawson. May I ask a question there. You are presently the 
head of that, are you not? 

Mr. Larson. Yes; that is correct, Mr. Dawson. 

Mr. Dawson. And you will retain your post with GSA? 


AGENCIES FOR ACQUISITION OF STRATEGIC RAW MATERIALS 


Mr. Larson. That is correct; yes, sir. The Defense Materials Pro- 
curement Agency was set up in order to give world-wide scope to the 
acquisition on the part of the United States of raw materials which it 
needed around the world. 

Heretofore that function has been divided in several different places, 
principally in GSA through EPS, our Emergency Procurement Serv- 
ice function or the stockpile function, through the ECA its strategic 
procurement function and its minerals expansion function under Mr. 
Charles Stott who is coming over to rence that function in DMPA. 
Those are the two principal agencies that GSA is taking over abroad, 

The agency at home that DMPA will be replacing is the Defense 
Minerals Administration in the Department of the Interior, The 
reason for the organization of DMPA was in order to give world-wide 
scope to our procurement programs. 

DMA operated only in the continental limits of the United States, 
and ECA operated only in ECA countries, and GSA operated only 
insofar as the stockpile is concerned. Those three principal functions 
are brought together in DMPA and will be my responsibility as Ad- 
ministrator. , 

Now the overseas offices will be absorbed in DMPA just as soon as 
matters of budgeting and appropriations and so forth are cleared, 
so I will talk about the GSA offices which are the only offices now in 
existence. 

However, as soon as the financing of DMPA is firm, there will be 
other offices of DMPA around the world other than the ones that I 
will speak of as now being in existence in GSA. 

The only office we have in the Pacific is an office in Toyko which was 
originally set up as part of the Federal Supply Service to perform 
procurement functions for the civilian agency operations in the 
Japanese islands and in Korea, and that is headed by Mr. Hamilton 
Morton. Mr. Morton has a staff of about 28 persons. 


FUNCTION OF TOKYO OFFICE OF DEFENSE MATERIALS PROCUREMENT AGENCY 


The principal function of that office is to ferret out strategic and 
critical materials that have their origin in the Pacific area and make 
arrangements through private trade channels for the acquisition of 
those materials by GSA for the stockpile, and currently for items 
which are not included in a stockpile, as an example, the Korean scrap 
which you spoke of, and I might dwell on that for a moment. 

As the result of a directive sent to GSA by the Defense Production 
Administrator wherein a sum of money was set up—I think it was 
$7,000,000—was made available out of defense production funds for 
the acquisition of certain scrap that was reported to be in Korea. 
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Asa result of preliminary investigations it was determined that this 
was a pretty complicated problem, and following conferences with 
the armed services, particularly the Army operating through the 
Munitions Board, it was determined that a scrap mission should be 
sent to Korea, and that mission was later expanded to include the 
Pacific area, to determine the availability of scrap in that area and 
the practicability of bringing it back to this country to make up our 
very dire deficiency in scrap, in all sort of scrap metal, both ferrous 
and nonferrous. 

I will not dwell on the report of that mission which has just re- 
cently been made within the last couple of days. I am not certain 
what is classified that I am talking about and what is not classified. 

Mr. Bonner. We are not going to ask you to go on the record with 
respect to classified information. We would like to know just what 
your mission out there is and what you are doing and what you are 
accomplishing. 

Mr. Larson. I just want to make that clear. I certainly want to 
disclose everything we have to the subcommittee regardless of its 
classification, but I just wanted to mention that I was not quite sure 
what was classified and what was not. 


FINDINGS OF SCRAP MISSION TO KOREA 

Mr. Larson. I think the subcommittee should have the benefit of the 
report of that mission which was composed of civilians familiar with 
the scrap business. Generally speaking the mission found that there 
were two categories of scrap in Korea. 

One category was scrap, a part of which was in existence prior 
to the cessation of hostilities when the Japanese were in control of 
South Korea, and which the South Korean Government took control 
of, and that was added to by gathering of scrap that generated as a 
result of battle action such as the destruction of industrial facilities 
by bombing, shell fire, and so forth. That was generally a type of 
scrap which the Korean Government took control of. 

The commission learned only after it got to Korea or to Japan, that 
the Government of Korea, acting through its president, Syngman 
Rhee, had entered into a contract with I think it was the Pacific 
Trading Corporation. 

Mr. Bonner. A British syndicate, isn’t it? 

Mr. Larson. Well, my understanding was that it was an American 
firm. Iam not certain about that, however. 

Incidentally, I have not read this report in detail. I have only 
had a briefing on what the report itself contained. 

Mr. Bonner. How long was the commission in Korea? 

Mr. Larson. They were over there in the area—I do not know how 
long they were in Korea but they were in the Pacific area—I think, 
about 6 weeks altogether. 

Mr. Bonner. They did spend several days in Korea? 

Mr. Larson. That is right. 

Mr. Bonner. Would you say a week? 

Mr. Larson. And there was membership on the mission selected 
by the armed services and membership selected by the General Serv- 
ices Administration. 
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Well, their report indicated that the people who had this contract 
with the South Korean Government were not able to get delivery 
on the scrap which they had bought because of the situation which is 
peculiar to all oriental countries, namely the lack of sense of responsi- 
bility insofar as property rights are concerned. 

They had a ship in at Pusan, I was told, that lay there for some 35 
days in the process of being loaded with this scrap, and the demurrage 
on the ship was in excess of the value of the scrap. I think the price 
was something like $30.50 a ton that the Pacific Trading Co. had 
agreed to pay for the scrap. 

It seems that these scrap piles disappear overnight. It is a kind 
of a vague and eerie sort of an operation. 

The other type of scrap in which the primary interest was that 
of the armed services naturally, was the battlefield generated scrap, 
and I am told that initially in the Korean action when the United 
Nations manpower was limited over there and about everybody that 
could grab up a rifle was engaged in defending himself or the ground 
upon which he stood, that the scrap just disappeared almost as fast 
as the shell cases would come from the guns. 


DISAPPEARANCE OF KOREAN BATTLEFIELD SCRAP 


The oriental, recognizing the value of material things rather that 
a medium of exchange would grab up particularly nonferrous scrap, 
brass shell cartridges and artillery shell cases and the like and they 
would very quickly be transported over the first hill and melted up 
and moulded in the form of a rough and crude ingot, and then they 
would disappear from the face of the earth so far as any trace is 
concerned. 

Since the Army has been organized, however, the commission re- 
ports and my information is that they have corrected that situation, 
not corrected it because they could not do anything about it in the 
first place because of the lack of manpower, but they have control 
of battlefield-generated scrap, and that is flowing in an orderly man- 
ner to Pusan and from either to Japanese ports or directly back to 
the United States, and is handled by armed services. 

Mr. Bonner. Has there been any return to the United States? 

Mr. Larson. My understanding is that there has been. 

Mr. Bonner. When? 

Mr. Larson. I have not followed through. 

Mr. Bonner. That is what we have been trying to find out. 

Mr. Larson. That, as I say, did not come within the category—our 
directive was to procure the Korean Government controlled scrap, 
the Army controlling its own operation. 

Mr. Bonner. You are not then responsible for scrap that exists in 
the Pacific Isles or anywhere else but in Korea? 

Mr. Larson. No. We are only responsible for scrap insofar as we 
receive a directive to acquire scrap under the Defense Production Act, 
and we received such a directive with $7,000,000 made available to 
acquire South Korean Government controlled scrap, and when our 
mission got to Korea it found that that scrap had already been con- 
tracted for by the South Korean Government. 
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ARMY RESPONSIBLE FOR KOREAN BATTLE SCRAP 


Mr. Bonner. Who is responsible for Army scrap? 

Mr. Larson. The Army itself is responsible for the gathering and 
the transporting and the disposal of its scrap. 

Mr. Bonner. They have no collaboration with your agency ¢ 

Mr. Larson. Well, there is collaboration insofar as procedures are 
concerned as to disposal, the same as govern any salvage disposal. 
There is no collaboration insofar as the operation is concerned. 

Mr. Bonner. I mean the disposition. That is what I am talking 
about. 

Mr. Larson. No; there is no supervision by GSA over the Army’s 
disposition of the scrap. . 

The Army, working through the Munitions Board, is receiving its 
directives as to the disposition of scrap directly from Defense Pro- 
duction Administration, I am told, or that is my understanding. 

The situation that apparently exists in Korea is, as I have indi- 

cated, a very difficult one obviously, and is made more difficult by the 
traditional trading carried on by what are called junkers. Some of 
my friends in the ‘Army that I have talked to about it refer to the 
A-frame johnnies and the junkers. 

The A-frame johnnies are the individual Korean peasants who with 
a very efficient A frame on their backs can carry fabulous loads of scrap, 
and they disappear into the hills and eventually find their way down 
to the junkers which are the Chinese-type junks, sailing vessels, and 
are traded with the skippers of the junkers who in turn. put in at va- 
rious official or clandestine Pacific ports. 

I might say that it has been our jhudeviiiion that that is not peculiar 
to Korea. The same thing exists throughout the entire Pacific. It 
exists in Indonesia, for instance, insofar as the smuggling of rubber 
out of Indonesia over to Singapore is concerned. 

That generally is about the picture of Korean scrap, Mr. Chairman, 
and our other operations out of the Tokyo office include a suboffice at 
Hong Kong. 

Mr. Bonner. What has your agency been able to accomplish in 
your Tokyo office? What have you i done? 


ACQUISITION OF STRATEGIC MATERIALS 


Mr. Larson. We have acquired a great deal of material. 

We have, through the Tokyo office, maintained surveillance on our 
contracts in existence in the Philippines where the majority of our 
vegetable oils originate, our cocoanut oils and our palm oils, and large 
quantities of our fibers, our cordage fibers. 

Mr. Bonner. Korea is a great producer of tungsten; is it not? 

Mr. Larson. Yes. Korea is potentially the second largest producer 
of tungsten in the world. 

Mr. Bonner. What success have you had in acquiring tungsten from 
Korea ? 

Mr. Larson. Only recently a mission has come over from General 
Ridgway’s headquarters and is at the moment engaged in negotiating 
with the State Department an agreement between the United States 
Government and the Korean Government, the South Korean Govern- 
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ment, for the operation by an American management firm of the two 
large tungsten mines in South Korea that are Government-owned. 

Mr. Bonner. And the management of that firm will be in Korea? 
Their operations will be in Korea ¢ 

Mr. Larson. Their operations will be in Korea. 

Mr. Bonner. That is a civilian management? 

Mr. Larson. It will be a civilian management under the jurisdic- 
tion of the Army occupation forces. 

Mr. Bonner. And with civilian personnel in the operating force ? 

Mr. Larson. That is correct. 

Simultaneously with that agreement between the two Governments, 
General Services is negotiating an agreement with the South Korean 
Government for the purchase of the output of those mines. Currently 
we are purchasing the output of those mines through our Tokyo office 
on a month-to-month basis. 


RATE OF TUNGSTEN PRODUCTION IN KOREA 


The present production of those mines is at the rate of approximately 
* * * tons permonth. I think maybe some of these figures might 
be secret, Congressman. 

Mr. Bonner. I have heard some. There is minimum production 
rat gi the maximum production is about three or four times as 
much. 

Mr. Larson. No; I think the maximum production is about 400 
tons per month. 

Mr. Bonner. That is about three times as much as they are pro- 
ducing now. 

Mr. Larson. That is correct, and there again you have this very 
difficult situation of the natives smuggling out tungsten. 

That is a high-quality tungsten. They smuggle that out and get 
down to the junkers and trade it off again, so the whole thing requires, 
and certainly cannot be successful in my opinion unless there is the 
utmost cooperation and responsibility on the part of the Armed 
Forces, because the Armed Forces are the big Government agency 
operating there, and we must have the cooperation, and we have been 
assured of such cooperation. 

Mr. Bonner. There is no reason why you should not have it. 

Mr. Larson. As a matter of fact the Army has done in my opinion 
a very outstanding job in getting these mines which they are operating 
now themselves with native personnel up to the present point of 
production. The South Korean Government and the Army and all 
of us who are concerned want management—— 

Mr. Bonner. Does your recovery program have anything to do 
with the recovery of steel from sunken ships in the last war? 

Mr. Larson. No; we do not have any jurisdiction or any responsi- 
bility for that. 

Mr. Bonner. Who does? : 

Mr. Larson. This mission which visited that area has made in its 
report to the Munitions Board, I am told, recommendations for the 
recovery of that sort of thing. 

Mr. Bonner. Will that come under your jurisdiction ? 

Mr. Larson. Only if we are directed to do so. 
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Mr. Bonner. Contracts have already been let for certain scrap. 

Mr. Larson. It is my opinion that that will come insofar as possible 
under the armed services. 

Mr. Bonner. I say you know contracts have already been let for 
certain scrap? 

Mr. Larson. I had no knowledge of that. 

Mr. Bonner. Your office out there has not advised you of that? 

Mr. Larson. We have not had any responsibility for it. 

Mr. Bonner. What do you do down in Guam with respect to the 
accumulation of surplus property and scrap ? 

Mr. Larson. We have no responsibility for that. 

Mr. Bonner. Your only operation then is in Japan? 

Mr. Larson. Insofar as the General Services Administration is 
concerned, that is correct. 

Mr. Bonner. And what you have stated is the extent of the opera- 
tion ? 

Mr. Larson. Yes. Of course we have other operations extending as 
far down as Indonesia and the Malayan Straits, over to Thailand. 

Mr. Bonner. I am speaking of Japan. 

Mr. Larson. Yes. 

Mr. Bonner. What you have said is the extent of the operation 
in Japan ¢ 

Mr. Larson. That is correct. That office also does a procurement 
job. 
Mr. Bonner. Then do I gather that the only concrete effort in the 
field in which you are working, is negotiations with the Korean Gov- 
ernment for Korean scrap? There is no negotiation or jurisdiction 
or collaboration with respect to war-created scrap? 

Mr. Larson. No; not in the strict official sense, carrying with it 
responsibility. 

Going back to the Defense Production Act, the responsibility for 
scrap is in the NPA, National Production Authority. The NPA, act- 
ing through the DPA sometimes, as in the case of the Korean scrap, 
utilizes the organization and the services and the know-how of GSA 
for specific missions. 

Mr. Bonner. With respect toGSA and your other agencies, whoever 
is supervising—certainly there is a tremendous amount of surplus 
being created there. Who is supervising that? the Army itself? 

Mr. Larson. The Army itself. 

Mr. Bonner. None of it has been declared so far ? 

Mr. Larson. No. 

Mr. Bonner. Do you know what is happening to it? 

Mr. Larson. No; I have no personal knowledge, only what I have 
been told, Congressman. I think the committee will see—— 

Mr. Bonner. I was just asking. 

Mr. Larson. 1 think you will find the Army, the Military Estab- 
lishment, has extensive reconditioning yards and shops both in Korea, 
in Southern Korea and in Japan, and I think you will find a pretty 
efficient gathering of salvage scrap and processing. 

Mr. Bonner. Have you been operating at all in the Philippines? 

Mr. Larson. Only through private trade channels. We have a 
number of contracts with producers in the Philippines as we have in a 
good many other countries in the Pacific area. 
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JURISDICTION OVER FOREIGN EXCESS PROPERTY 


Under Public Law 152 GSA has no jursidiction over foreign ex- 
cess property. This is specifically provided for in the act as being 
a responsibility of the State Department, and I understand that this 
responsibility is being exercised through the Territorial government 
insofar as Guam is concerned and insofar as other areas in the Pacific 
are concerned, those governed by Governor Thomas I believe, former 
Senator of Utah. 

Mr. Bonner. Heisrunning what now? What is he running? 

Mr. Larson. The State Department operating through his office 
is looking after the salvaging of scrap left from World War II in 
those particular areas. 

Mr. Bonner. I gathered that your agency, which has just been set 
up, was interested in acquisition of various types of metals for the 
national defense. 

Mr. Larson. Our jurisdiction as defined goes only to the raw ma- 
terials. Scrap is 

Mr. Bonner. Another matter? 

Mr. Larson. Is another matter. However, we are available as the 
original concept of GSA, for going out and performing an operation 
if we are directed to do so and the money is made available for us to 
do so. 

The NPA has no field organization capable of going out and buy- 
ing this scrap, and that sort of thing. 





FOREIGN OFFICES OF GENERAL SERVICES ADMINISTRATION 


Mr. Kennepy. Mr. Larson, you have indicated you have an office 
in Tokyo. The subcommittee might be interested in other locations 
that you have, for instance, in Europe. 

Mr. Larson. Well, we have two other offices; one at Johannesburg, 
South Africa, which office has responsibility for surveillance of our 
contracts for acquisition to the stockpile in the South African area. 

Then our other office is at London, which has the responsibility for 
surveillance of our contracts with European traders and through the 
normal channels of trade for stockpile acquisition. That office has a 
suboffice of one man or two men currently in Paris. 

(Discussion off the record.) 

Mr. Larson. The suboffice in Paris is principally for the purpose of 
carrying out procurement functions for ECA, and it is located there be- 
cause that is the office of the special representative of ECA and the 
principal representative of ECA and the principal European head- 
quarters for ECA operations. 

Our real trading office, however, is in London. This Paris oflice is 
a suboflice of the London office. It is in charge of Mr. George Guillotte 
and he operates through the normal trade channels that exist in 
London. 

London, of course, next to New York is the biggest trade center 
in the world. That is the extent of our present overseas operation. 

Mr. Kennepy. Have DMPA operations overseas begun / 

Mr. Larson. Well, we are operating now through KCA—through 
these three GSA offices insofar as our operations extend. 
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The reason that we have not organized oversea is because of the 
pending legislation, the mutual-aid bill which was up, and there being 
some vagueness about just exactly where DMPA would fit into that 
picture. 

In fact, that has not yet been clarified, but we hope to clarify it 
just as soon as Mr. Harriman returns from Europe. 

Let me retrace my steps a little bit and make this distinction. I 
think the staff here understands the functions that GSA has been 
performing. 

First, our major function is passed on to us under Public Law 520 
that formerly was vested in the Treasury Department, Bureau of 
Federal Supply, by the provisions of that Public Law being passed on 
toGSA. Those functions were originally vested in the Federal Sup- 
ply Service of GSA. 


GSA ROLE IN PROCUREMENT OF STRATEGIC MATERIAL 


When the stockpile function became as extensive as it did follow- 
ing the Korean outbreak and the making available of very much 
larger approriations, we broke out of Federal Supply the stockpiling 
functions and set up EPS, Emergency Procurement Service. Their 
function is a procurement function, a transportation function, and 
a warehousing function, and to a certain extent a custodial function. 

The procurement function is the one that brings us into negotia- 
tions with and relations with the trading channels throughout the 
world, the procurement of strategic and critical materials, of which 
there are only 77 on the list. Now we carry on that function under 
the direction of the Munitions Board. 

The Munitions Board gives us the purchasing directives or the 
directives which permit us to purchase; the rate of acquisition and 
the general objectives and any time limits and specifications are given 
to us so, our function is administerial; and administerial function 
primarily there as in my opinion it should be. 

Now, with the passage of the Defense Production Act, GSA be- 
came the agency to perform certain functions under that act at the 
direction of the Defense Production Administrator, who is currently 
Mr. Manly Fleischmann. The original occupant of that office was 
General Harrison. 

One of the early directives which we got was the directive to en- 
gage in the exclusive procurement of rubber. As you know, we pro- 
cure rubber for both the stockpile and for industry in this country. 
That function is performed in EPS. 

We received other directives in connection with tungsten and tin; 
in the case of tin because RFC had a staff and was operating the tin 
smelter under provisions of statutes. We delegated that—we rele- 
gated that responsibility—to RFC, where it still remains. 

However, under DMPA, the DMPA Administrator is responsible 
to Mr. Charles Wilson of ODM for the policies in connection with the 
procurement of tin. 

Foreign mica program, a foreign quartz-crystal program, and a 
foreign manganese program were also responsibilities of GSA passed 
on to EPS which are outside of the stockpile but obviously very 
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closely related to it. It is the same kind of function. It is going out 
and buying. 

As a matter of mechanics, the Defense Production Administrator 
says now, rather than the Munitions Board, what goes into the 
stockpile. 

The Munitions Board says what should go in, but out of a limited 
supply the Defense Production Administration says what actually 
does go in; and contracts entered into under the otk pil, those mate- 
rials are diverted before they actually get into the stockpile, in some 
cases to the requirements of a defense operation in this country, to 
our own-industries. 

Mr. Rosack. What is the relationship between EPS and DMPA 
right now? 

Mr. Larson. EPS, under a regulation issued by myself as Admin- 
istrator of DMPA, is continuing to perform these same functions. 

Now, I might divert and give you the picture of the plan of opera- 
tion of DMPA. AsTI said earlier, DMPA, why it was brought about, 
was to give world-wide scope to programs for the acquisition of 
materials which were critical and necessary to our defense effort and 
to our essential civilian economy as well as the stockpile. 

Generally speaking, you will find the priority of allocations in this 
order: first of all, the defense requirements; secondly, the essential 
civilian requirements; and, third, stockpile, which, as long as the 
civilian requirements remain essential civilian requirements, is in the 
order I think it should be. 

DMPA will take over the functions formerly performed by DMA 
and will extend those functions around the world. 


FUNCTIONS OF DEFENSE MATERIALS PROCUREMENT AGENCY 


As an example of how DMPA will operate under the present 
Executive order and the agreed procedures, the DPA is responsible 
for requirements. They determine that we need X million units of 
tungsten. Through supply figures furnished to DPA from DMPA 
and other sources, DPA determines that there is available in the world 
to the United States X million units of tungsten. 

The difference between what is available and what the supply is, 
is the deficit. DPA will then issue a directive to DMPA stating that 
the deficit is so much in tungsten, and DMPA will present a program 
for meeting that deficit. 

DMPA will take that directive and with its staff will determine the 
sources of supply, will determine what needs to be done to make up 
that deficit, whether it be a matter of price which will have to be 
passed upon by OPS or EPS, whether it is a matter of entering into 
long-term procurement contracts with suppliers in various areas of the 
world, or rather with producers in various areas of the world, whether 
it requires local direct loans by the Government to domestic producers 
and, in the foreign field, recommended reasons by Export-Import 
Bank to producers, or a combination maybe or both loans and pro- 
curement contracts. 

Out of that data DMPA will formulate a program which is co- 
ordinated with the various agencies of the Government, including 
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the State Department, Department of Defense, and so forth, and 
that program will be submitted to DPA for certfication. ce 

DPA will examine that program and, if it agrees, will certify, in- 
cluding the funds that are requested, and then from that point on it 
is DMPA’s responsibility to go out and carry through that program 
which has been certified. 

I think that gives about the best picture of DMPA as to how it 
should function and is beginning to function now. Formerly DMA 
would make a program for supplying that deficit only to the extent 
that it could be supplied from domestic sources. Now it is DMPA’s 
responsibility not only for domestic sources but foreign sources as 
well. 


INTERNAL ORGANIZATION OF DEFENSE MATERIALS PROCUREMENT AGENCY 


Now, in the organization carrying that out, there are divisions set 
up in DMPA that are now being staffed called a Foreign Expansion 
Division, Domestic Expansion Division, Spot Procurement Division, 
the Program Division, the Claimant and Priorities Division getting 
materials to go along with expansion contracts, and necessary staff 
to staff such divisions. 

The world will be divided into approximately six areas, depend- 
ing upon the arrangements we make with the mutual-aid organiza- 
tion that will be coordinated by Mr. Harriman, and those areas will 
be staffed with a small staff, including technicians of perhaps not 
over an average of six or seven people to the area, headed by a 
regional director who will be responsible to the Administrator of 
DMPA here in Washington. 

The functions of that staff will be to constantly survey the sources 
of supply in that particular area to evaluate from a technical stand- 
point potential possibilities of production and necessary steps that 
might be taken by this country under the provisions of the Defense 
Production Act to expand and acquire such production. 

Mr. Kennepy. You mentioned the emergency procurement func- 
tion that you are performing in Tokyo. Who constitute the bulk 
of the group that you purchase from? Are they private Japanese 
firms ? 

Mr. Larson. A great deal of procurement is done in Japan. Some 
of it that cannot be done in Japan is done in this country. I might 
give you a little history there. 


ORIGIN OF TOKYO OFFICE OF GENERAL SERVICES ADMINISTRATION 


Originally at the request of ECA this office, which is now in Tokyo, 
was set up in Seoul, South Korea, and was the procurement agency 
for the rehabilitation operations that were carried on in South Korea. 

As a matter of fact, Mr. Morton was one of the civilians that barely 
got out of Seoul in time, and when he left Seoul and went to Tokyo 
we immediately established the office in Tokyo. He was engaged in 
buying, procuring such things for instance as fishing boats for the 


Japanese, with ECA funds. 
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We were operating then strictly in an administerial capacity for 
the acquisition of materials and items needed or renenel: by ECA 
to carry out their programs. 

He was engaged in preliminary negotiations, or at least negotiations 
on that end of the line for engineering know-how, to reconstruct the 
transportation system of South Korea, the communications system of 
South Korea. This mining operation was a part of ECA’s program 
at that time. 

Then it was a Federal supply office performing procurement func- 
tions and contracting functions in the normal everyday sense of the 
word; but, with the stepping up, with the emergency situation created 
in raw materials clear around the world by the outbreak of the Korean 
war, it became necessary to have somebody in the Pacific to ride herd 
on, or exercise surveillance on, our contracts that we had negotiated 
here in the Washington office for stockpile acquisition. 

So, that office has evolved from a service office to ECA in South 
Korea to the position that it occupies today as a general GSA opera- 
tions office in that area. 

Mr. Kennepy. Another point: You mentioned bringing back of 
this scrap to the United States. Could you outline the procedure 
under which it is being brought back ? 

Does the Army bring it back and then dispose of it to the surplus 
dealers or salvage dealers in the United States, or are they bringing 
it back to have it find its way into the hands of steel producers? Is 
there a transitional stage where they return it and then sell through 
bids, with the possibility of its finding its way back into essential 
production militated against ? 

Mr. Larson. Well, I am sorry, Mr. Kennedy; I cannot say exactly 
what that is. 

DISPOSITION OF KOREAN BATTLE SORAP 


It is my understanding that originally the battlefield-generated 
scrap that was taken over by the Army went back to Japan and, in 
connection with our rehabilitation operations in Japan, was largely 
made available to Japanese industry by the military authorities sell- 
ing to Japanese industry. 

There was some complaint by the South Korean Government about 
that because of the traditional antipathy toward Japan by the Ko- 
reans, and I understand that later that was changed where only 
a portion of it went to Japan. The rest was brought back and sold 
through normal trade channels. 

I understand that now, as a result of NPA and DPA working di- 
rectly with the Munitions Board, there is some thought, if not in 
complete operation at this time, of channeling that directly into 
allocated channels that the Defense Production Authority will have 
set up, if it has not already. 

If I might make a passing remark in that_regard, the handling 
of scrap through any means other than normal trade channels is a 
very difficult thing. 

Serap is both ferrous and nonferrous, and the nonferrous scrap 
is sometimes tied together in the same mass of metal. For instance, 
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a wrecked airplane will contain aluminum and copper and lead and 
zine and steel of varying degrees of alloy content, and to attempt 
to set up segregation of that by Government civil service or other- 
wise Government-supervised people we found in our War Assets days 
was a very expensive and a very unsatisfactory operation. 

A tank has a very high content of alloy which is not acceptable 
to the average blast furnace, and the scrap trade, more or less affec- 
tionately referred to sometimes as the junkies, are the people who 
have acquired the know-how and set up the yardsticks to make that 
segregation for an orderly flow to the mills. 

I do not know why I offer this, but 1 just may be anticipating that 
you were thinking it might be better for the Army to sell direct to the 
mills rather than to go through the dealers. I think you will find 
that analysis of the problem and those difficulties, and it seems to me 
that either the Government has to duplicate that know-how and those 
facilities or we have to take advantage of the present trade. 

I am currently in receipt of letters that are written to Members of 
Congress, and even to the White House, about the alleged profits 
that people in the junk business are making, and decrying the fact 
that the Government is not selling its scrap directly to the mills, and 
what I have related is based on our War Assets experience and on our 
current investigations in reply to those communications. 


DRAFTING OF EXPERIENCED SCRAP MEN 


Mr. Brownson. Of course, Mr. Larson, there is one situation that 
has changed a little bit. I find that the armed services now seem 
to be taking over most of these people who customarily sort this junk. 

In fact, in some of the areas it looks like they are deliberately mak- 
ing a drive on scrap people, and I am wondering if there are not more 
people that know how to handle scrap today who have been drafted 
into the armed services than there are left in the scrap industry. 

Mr. Larson. If there are, Congressman, they will probably end up 
serving in a band or in some hospital somewhere. 

Mr. Brownson. That isthe trouble Thad. I went as high as Assist- 
ant to the Secretary to get one man back on scrap, but never made it. 

Mr. Larson. Seriously speaking, I know something about the chaos 
that exists in the steel industry and other nonferrous industries today 
as result of scrap not flowing, price being one reason why it is not 
flowing, but the thing that you mentioned is another reason, and 
those people certainly are essential. 

Mr. Brownson. The Army made the point that this man had been in 
the armed services now for 6 months, and that canceled out his civilian 
background, so he would no longer be acceptable to sort scrap. 

Mr. Larson. It takes more than 6 months to get back to being a 
civilian after you have been in the Army, I know that from experience. 
What I say about the Army I do say lightly. I do not want to leave 
the impression that my Army experience was not one of the happiest 
experiences of my life. 

Mr. Ronack. Did the GSA team find any scrap in India? Do you 
have any report on that yet, Mr. Larson ? 
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Mr. Larson. Find anything what? I understand that they are 
making an investigation, in addition to the Korean trip, in India and 
elsewhere. I am not aware of this mission having gone anywhere 
but to the Pacific area. 


STRATEGIC MATERIALS IN INDIA 


(Off the record. ) 

Mr. Larson. Mr. Pauley, Bill Pauley, is special ambassador. He 
has currently been over for the State Department, has worked with 
us, brought back the Minister of Resources of India with him whom 
we have talked to. 

He is very sympathetic, conversations are very good, but we get 
over to India and we find a lot of obstacles that we do not anticipate. 
There is no scrap program in India so far as I know. ’ 

Mr. Bonner. Are there any further questions by the subcommittee 
or staff ? 

Mr. Warp. Yes, may I ask you a question ? 

Do you think that those activities of scrap and salvage and so on 
should be coordinated with the procurement program. 

Mr. Larson. I think it should be coordinated with the DPA pro- 
grams. I think that transcends everything else. 

The dire need for scrap is such that it ought to flow into the places 
where it is most needed, one of the things that is a handicap now, as I 
pointed out, is the price situation, by going through normal channels 
of trade. 

Office of Price Stabilization reduced the price on scrap, and the 
result has been that the junkies have held it in the yards and it is not 
flowing to the mills. It is a serious problem, too. 

I mean if you break the dam on scrap, you certainly are going to 
have a lot of pressure to break the whole price structure dam across. 

There is some indication that that piling up is getting inventories 
beyond which the junkies are able to carry or want to carry, and it is 
beginning to flow out now, and that may correct itself, and I think 
transcending the procurement, the desirable procurement procedures 
is the quickest way to get that scrap into the smelters that is so sorely 
needed. 

SHORTAGE OF COPPER 


One of the most serious things that we are confronted with today is 
a shortage of copper, and there is no solution on the horizon for copper. 
Copper is a disappearing metal. All of the known workable projects 
are being worked, the accessible projects. 

Our only hope for solution of the copper problem is some sort of an 
arrangement with the principal South American producing countries, 
namely Chile, where you have a political situation that is likewise 
just almost impossible, and the two companies. American com- 
panies dominate that field, and we are trying to hold the price lines in 
this country while the Chileans are inclined to want their copper to 
go to higher markets, some of which even are behind the iron curtain, 
although officially there are protestations about wanting to cooperate 
and so forth. 
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I mean it is a very serious situation, and even with South American 
copper, copper is going to be replaced by aluminum to a great extent 
in my opinion because it is just going to become nonexistent. 

Right now we do not have any substitute for copper in a great many 
of our military end items, and the failure of copper scrap to flow is 
a very serious thing right this very minute. 

Mr. Bonner. Mr. Larson, you as one of the higher responsible of- 
ficials of this Government, might just as well learn now as later that 
the feeling is in this country that, unless we get some cooperation from 
these countries to which we are granting great benefits and aids and 
so forth, there is going to be a decided change. 

This morning I have just come from a meeting of the Merchant 
Marine Committee, and I want to tell you first-hand, and I want to 
let this subcommittee of mine know, that Senate Joint Resolution 104 
was proposed to the committee this morning, authorizing the sale of 
warlbultt coastal ships to the Republic of South Korea. It was tabled 
in the committee just now. The reason it was tabled is that if we 
cannot get any more cooperation out of the Government of Korea than 
we have been getting, we might as well find it out now. 

It is no use for us to send these ships in there to carry the materials 
that we have been talking about here, there, and elsewhere, when they 
do not know where the materials are going. And that feeling is going 
to be more evident in Congress from now on, and the State Depart- 
ment and your agency might just as well let Mr. Syngman Rhee know 
that we are expecting some cooperation from his government or else. 
We will stay there and fight the war out, but we are going to let them 
know a thing or two. 

Mr. Larson. In principle, Mr. Chairman, I could not agree with 
you more. 

Mr. Bonner. I am just saying that for your benefit. You can pass 
it on to the State Department or the agencies that you collaborate with. 

Sy: Larson. I have already done so, not in such specific terms as 
that. 

Mr. Bonner. This has just happened, and it is an example of what 
is going to happen. 

Mr. Larson. But if you could sit in day-to-day negotiations as I 
have to go through with foreign countries, it would make you feel 
even more urgent about this than you have expressed here. 


RESISTANCE TO SUBCOMMITTEE TRIP TO KOREA 


Mr. Bonner. And another thing I want to let you know: that 
this subcommittee is not going out on any kite-flying or sensational 
expedition. It has come to me this morning that it is questionable 
whether or not the Members of Congress on this subcommittee, not 
considering the staff, are going to be allowed to go into Korea. 

You had a mission in Korea, looking into the very thing that we 
are interested in, composed of various types of men. And now if 
the Congress of the United States, which is the board of directors 
of this country in our international effort, can not go forth and see 
what is going on, then it is high time a showdown was had on that. 

I do not relish going to the Pacific or going around the world. My 
pleasure would be at home preferably, but I feel it my duty, since I 
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have gotten into this, to go ahead with this mission, and I feel very 
keenly about the different blocks that I have seen thrown into the 
path of the subcommittee, and the mission of this subcommittee ; 
and especially this Korean angle, since there have been so many 
various types of people and purchasing agents and inquiring agents 
from various departments of our Government and individual mem- 
bers of Congress going into Korea. So you just pass that along to 
some of them, and I would appreciate it, sir. 


COORDINATION OF OVERSEAS DISPOSAL AGENCIES 


Mr. Warp. May I follow up that question just a bit, Jess? It is very 
important and the subcommittee has been thinking about it quite a bit. 
I was wondering whether, when Public Law 152 was set up, if it was 
a mistake to let the Army and Navy and the overseas disposal agencies 
do their own disposing, because there have been a good many instances 
where it looks like the stuff has fallen in the cracks. The Army and 
Navy did not want to do it. The OFLC has wanted to get out of the 
business. 

Do you think it was a mistake that it wasn’t coordinated through 
the new agency ¢ 

Mr. Larson. What do you mean by coordinated ? 

Mr. Warp. The overseas disposal coordinated with the disposal at 
- home and with the procurement that has developed at home since that 
time. 

Mr. Larson. In normal times. Those of us who had to do with 
152 were thinking of normal times. These are not normal times, I 
do not think we can saddle our organization with an abnormal sit- 
uation. 

Here is what we were trying to avoid in Public Law 152, setting 
up a tremendously big administrative force. I do not care how hard 
you try, if you set up a separate administrative force to perform a 
function that an agency of the Government is already doing in the 
field, you just duplicate so many things, and it grows and grows. I 
know that from personal experience. I have had a terrific time trying 
to hold these three overseas offices of mine down to what I indicate. 

If a central Government agency had that responsibility, you would 
find a tendency to set up an administrative organization out of pro- 
portion to the value of that sort of thing. Of course, in an emergency, 
T think the Army is best suited to take care of its own serap. I think 
the Munitions Board is best suited to coordinate that within the armed 
services, because, as I get the picture of the South Korean thing, if it 
weren't for the Army doing this, it couldn’t be done. No civilian 
organization could go into South Korea and operate. It is a matter 
of security. There are guerrillas all over the country. There is this 
lack of sense of responsibility that would require such a tremendous 
supervising staff. The Army is there. 

For instance, in the case of tungsten, the Army is taking the respon- 
sibility for transporting that to the port. Prior to the Army’s taking 
responsibility for that, a truckload of tungsten would leave one of 
these mines and it would never show up at the port. 

Mr. Warp. I appreciate that. Mr. Bonner, however, when you 
consider apparently what we have lost in Germany due to the Army 
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not being particularly interested or dollar conscious with respect to 
a lot of trucks and other things that were left over there, it would pay 
for a pretty good sized administrative organization to keep the thing 
under control. 

Mr. Larson. I think that the military should be required to as- 
sume that responsibility because any other type of organization would 
have to go in and duplicate. 

In a foreign country you have the matter of quartering, the mat- 
ter of subsistence, the matter of transportation, and so forth. 

If the Army is the occupation agency of the Government, if it is 
the dominant operating agency there, it ought to have the respon- 
sibility for these other things, and it is a matter of making them con- 
scious of that responsibility. 

* * * * * * * 


Mr. Bonner. Thank you very much, gentlemen, for coming down. 
[ appreciate it very much. 
(Whereupon, at 11:25 a. m., the subcommittee adjourned.) 
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WEDNESDAY, OCTOBER 17, 1951 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS, 
Washington, D.C. 


The subcommittee met at 10 a. m., in room 1015, New House Office 
Building, Hon. Herbert C. Bonner, chairman of the subcommittee 
presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold D. Donohue, Bill Lantaff, Charles B. Brownson, Thomas B. 
Curtis, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Ray Ward, Bureau of the Budget; and Lee Seymour, General 
Accounting Office. 

Mr. Bonner. Mr. Brodsky, you know the purpose of the meeting, 
and what the endeavor of the subcommittee is. Will you proceed? 


STATEMENT OF NATHAN BRODSKY, ASSISTANT TO THE VICE 
CHAIRMAN, MUNITIONS BOARD 


Mr. Bropsxy. We have two presentations this morning, Mr. Bon- 
ner. The first one relates to the screening of excess property in the 
United States, and we have asked Commander Barnett, who is head of 
the Surplus Materials Division of the Navy, to explain to the commit- 
tee how foreign excess fits into the picture. As you remember, the 
Surplus Materials Division operates under the Navy Department, but 
is nevertheless the Department of Defense screening unit. It screens 
all property of the Army, the Navy, and the Air Force, not only that of 
the Navy. Commander Barnett’s presentation is relatively short, and 
we have asked him to speak first. He will be followed by Colonel 
Coats who will give you the detail on the various Army installations 
o_ you. will be visiting overseas." Would you carry on, Commander 

oarnett £ 


Commander Barnett. All right. 


Norr.—Asterisks denote classified material deleted for security reasons, 
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STATEMENT OF COMMANDER A. H. BARNETT, JR., DIRECTOR, SUR- 
PLUS MATERIALS DIVISION, DEPARTMENT OF THE NAVY 


Mr. Bonner. Please give your full name to the reporter. 

Commander Barnerr. Commander Austin H. Barnett, Jr., Supply 
Corps, United States Navy. 

My present billet is the Director of the Surplus Materials Division 
of the Bureau of Supplies and Accounts of the Navy Department. 

This Division was established at the request of the Secretary of 
Defense as an integrated unit to coordinate the screening within the 
Department of Defense of all material which is excess to a Navy bu- 
reau, an Army technical service, or an area matériel command of the 
Air Force. 

Mr. Bonner. You mean the Navy Air Force? 

Commander Barnett. No, sir; the Department of the Air Force. 

Mr. Bonner. All of the Air Force ? 

Commander Barnett. All three services, sir. 

Mr. Bonner. All right. 


EXCESS PROPERTY SCREENING UNIT ESTABLISHED 


Commander Barnerr. The Department of Defense directive which 
established this unit was issued in September of 1950. We reorganized 
the Division, or the unit, in which we had been informally screening 
this material prior to that and completed reorganization in the latter 
part of December 1950. 

The operation of the Division is shown by the chart which I have 
passed around entitled, “Screening Procedure for Excess Personal 
Property Department of Defense.” 

The method of operation is that reports of excess material as re- 
leased by a technical service of the Army, a bureau of the Navy Depart- 
ment, or an air matériel command of the Air Force, and also a copy of 
the excess materials from other Government agencies is forwarded in 
to the Surplus Materials Division on a Standard Form 120. 

The descriptions of these excess materials are then cataloged into 
what we refer to as consolidated listings of excess material by my 
division. These excess listings are then mailed to each material con- 
trol point within the entire Department of Defense. These material 
control points consist of the technical bureaus, the technical services, 
and what we call the supply-demand control points of the Nation. 


MATERIAL CONTROL POINTS SELECT NEEDED ITEMS 


We allow 20 days for the material control points to review the list- 
ings as they have been mailed out, and to select any items which they 
think they need within their supply system. At the end of 20 days 
we make an election then provided we have received more than one 
request for any particular item. The election is based on first, 
a determination by the service which reported the property. For 
example, if the Quartermaster Corps of the Army reported the prop- 
erty, then the Signal Corps of the Army would have the privilege of 
picking up the property over the Bureau of Ships of the Navy. 

After 20 days have expired, and if no material has been requested 
by these material control points, we then begin a peddling procedure 
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for 25 days. This is a procedure of telephoning the various technical 
desks to attempt to develop utilization for material to insure that we 
have no requirement for it within the Department of Defense. 

This job is performed by nine disposal or surplus materials offices 
as they are called. They are civilians who perform this function of 
contacting the material control points. 

After a total of 45 days the items will go before a review board, 
which is a final review of all action that has been taken on each line 
item that has been screened by the shop. They make a final check to 
insure that the material is not required within the Department of 
Defense, and they recommend for final release each item that has been 
screened by the unit. 

After the Review Board has O. K.’d the release of the material, a 
Form 120, or the original report on the excess material, is forwarded 
to the General Services Administration. 

At the time that the unit was originally established foreign property 
was screened only as far as the area commands and the theater com- 
mands in the various foreign areas. I would like to correct that, sir. 
The area commander was responsible for screening material between 
the Army, the Navy, and the Air Force and other Government agen- 
cies within his area with the exception of the Army. The Army re- 
quired that any material of line item value of over $500 be reported 
into the Surplus Materials Division for screening. After a period of 
several months we reviewed the utilization that had been obtained 
from the screening of the Army material and found at that time what 
we considered sufficient utilization to require all three services to re- 
port material in for centralized screening. 


CONTROL SCREENING OF EXCESS MILITARY MATERIAL 


So, on March 14, 1951, by directive of the Secretary of Defense, each 
service was directed to report all material not exempted by the General 
Services Regulation No. 3 for personal property in to the Surplus 
Materials Division for centralized screening. 

‘This directive has either been implemented, or is being implemented 
at the present time to require central screening of all excess material. 

Since the establishment of the Division as an officially integrated 
unit we have screened $93,701,273 worth of excess materials. 

Of this quantity a total of $26,637,308 worth was either withdrawn 
or redistributed within the Department of Defense. This gives a total 
utilization of 28 percent of all material that has been reported in, and 
for which use has been found by the Division within the Department 
of Defense. This percentage has gradually increased now. During 
the months of July, August, and September we have gotten as high 
as 43 percent utilization, so we anticipate that the percentage of 
utilization will gradually increase as the materials become more 
critical on the open market and more difficult to obtain. 

Of the foreign material which has been screened within the Division 
only $891,172 worth of material has been reported in to this date, that 
is, since January 1. This represents a percentage of only 1 percent of 
the total value of material being screened by the Division. Of that 
quantity only $27,696 worth has been transferred or withdrawn for 
which use has been found within the continental limits. This gives a 
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utilization figure of only 3.1 percent on the screening of the foreign 
material centrally. 

On the figure given, I should point out that one declaration from 
Giessen, Germany, for contaminated oil consisted of over $600,000 
worth, and that enters into the low-utilization figure. Of course, there 
was no requirement found for the contaminated oil. 










AREAS REPORTING FOREIGN EXCESS 


The areas in which foreign excess has been reported are mainly 
from Germany, Italy, the Canal Zone, and a small quantity of mate- 
rial from the Mariannas. 

The Division also has a Navy job of supervising naval disposals. 
In regard to this portion of our responsibility I would like to give you 
a few figures for foreign overseas disposals since June of this year. 
Since June of this year the Navy has disposed in foreign areas of only 
$417,00 worth of those materials. Of this material only $305,000 was 
sold. The remainder was redistributed mainly through screening by 
the area command with the Army, the Air Force, and other Govern- 
ment agencies. 

Your primary Navy overseas disposal activities are as follows: 
Guantanamo Bay, Trinidad, Rodman in the Canal Zone, Argentina, 
Bermuda, Port Leyte, Guam, Sangley Point, Subic Bay in the Philip- 
pines, and Yokosuka. 




















DIFFICULTIES IN DISPOSAL OF FOREIGN EXCESS 





There are numerous difficulties that you will find in the disposal of 
foreign material. These difficulties will vary drastically depending 
on the area in which the material is being disposed of. The two major 
ones that I have found that are common to the entire overseas area are 
first, a lack of local market for moving material. The market is very 
limited in practically every foreign area. Further complications are 
that foreign disposals are usually locally determined by the customs 
tariffs that are required by the country in which the disposal activity 
is located. . 

The remainder of the difficulties on foreign disposals will vary 
considerably, depending on the climates and the conditions under which 
the activities are operating and the storage problems involved, sir. 

That is all I have in the way of general comments to give today, 
sir. I will gladly answer any questions that the committee might have, 
or if I cannot answer them I will attempt to get the answers as soon 
as practical, sir. 

Mr. Bonner. There was only a question or two that occurred to me. 
In screening the surplus memorandums that come in to your Division, 
do you check against the requisitions that are being made from the 
same branch of the service that sends that surplus report to you? 























EXCESS REPORTS NOT CHECKED AGAINST. REQUISITIONS 







Commander Barnett. No, sir; we do not. We, at one time, at- 
tempted to screen against purchase requisitions as produced by one 
purchasing activity of the Navy. 
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The difficulty that we find in that regard, Mr. Bonner, is that once 
a requisition or a request for procurement has reached the purchasing 
stage it becomes se spe a machine operation. You have a fairly 
low grade employee handling procurement as a machine operation, 
other than for negotiations, of course. The processing of the surplus 
material reports also is somewhat of a machine operation. We found 
that in attempting to screen purchase orders against the declarations 
themselves as they come in due to the volume, that it was only by 
coincidence that we would match one, and the coincidence was very, 
very rare. Over a period of 1 year’s time we were able to match only 
one. 

We found that in screening this excess material the only way that 
you can throw judgment into screening is to go to the technical desk 
and the stock-control desk, which have plans for future requirements, 
and attempt to prevent a purchase requisition from ever being origi- 
nated by using the excess material, sir. 

One of the major difficulties we would have in screening against 
procurement is that we are limited by time, in the amount of time that 
we should hold up an item before it is disposed of, because it is taking 
critical storage space, it is occupying critical storage space, and to 
properly screen against purchase requisitions we would have to hold 
that item for anywhere from 12 to 18 months to insure that we are 
not going to put out a purchase order for it. 

Mr. Bonner. That is all true, but do you not take any sample checks 
at all on common-use items that A over here is declaring surplus and 
that B might be purchasing? That has been reported and instances 
of that kind have been shown to this committee. I ask you whether or 
not it is advisable to take those spot checks in your Division? 

Commander Barnetr. We are still receiving purchase requisitions 
from the Navy Purchasing Office in Washington, which is the only 
one that we are using for spot-checking, sir. We have also sent these 
excess listings to supply-demand control points which are also required 
to do a considerable amount of the purchasing that is being done, sir, 
but we do not have any standard system set up to cross check against 
purchases at the purchase level, sir. 

I would like to strongly point out that every purchase requisition 
is originated by the technical desk of the stock-control points, or the 
stock-control desks which do screen these listings. Every purchase 
requisition originates from these desks which do screen the listings, 
sir. 

Mr. Bonner. Well, now, in connection with your survey of property 
the question arises and comes before the Congress of warehousing and 
storage. The experience of this committee, in walking through 
the warehouses and asking questions about how long these articles 
have been stored, has been interesting to the members of the commit- 
tee. Do you have any survey that looks over these great, vast ware- 
houses and ascertains whether or not some item has been in there 3 
or 4 or 5 years? 


PERIODIC REPORTING OF NAVY SUPP.UIES 


Commander Barnett. I can answer that only for the Navy, sir. 
This is out of my category of screening for the Department of Defense, 
and, of course, is an internal problem with each service. At the pres- 
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ent time the Navy requires that each activity report monthly material 
which has been determined locally excess to the activity, and its status 
through the screen chain, as to whether it has been reported to the 
Bureau or whether it is under the control of the Surplus Materials 
Division, or under the control of the General Services Administration. 
The Navy in that respect, also, sir—the majority of their large sup- 
ply activities are under a quarterly reporting system. The common- 
use items and the number of internal items on hand at each major 
supply activity are reported periodically to the supply-demand control 
point which actually controls this material, sir. 

Mr. Bonner. Now, it is my understanding that you are speaking for 
the three services? 

Commander Barnett. Only in screening, in only the screening of 
the material. 

Mr. Bonner. You called our attention to the system that the Navy 
has. Now, do you not have any knowledge of what system the other 
services have ? 

Commander Barnett. None in regard to storage. 

Mr. Bonner. Do you not think they should have the same system / 
You are very familiar with the Navy system. 

Commander Barnett. I think they probably do through their tech- 
nical services of the Army, Mr. Bonner. 

Mr. Bonner. Then it should be brought to the attention of your 
division which is handling all of the services, should it not ? 

Commander Barnert. I would like to clarify the position of the Di- 
vision in this manner, Mr. Bonner, the division is responsible only for 
the coordination of the screening of the material that is released by 
the technical services. We have no control or no responsibilities at 
the present time as to any material prior to being released by the 
individual services or bureaus. 

Mr. Bonner. Is there anyone in your division who has any interest 
in that phase of stored property or surplus property ? 

Commander BARNETT. Only in the material that has been reported 
in to the Division. 

Mr. Bonner. I understand it has to be declared, but is there some 
division similar to yours that looks into the advisability of moving 
out of expensive warehouses materials that have been stored for years? 

Commander Barnett. Not to my knowledge, sir. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanrarr. I have no questions at this time. 

Mr. Bonner. Mr. Donahue? 

Mr Donanve. Tell me this, does the Navy have a master inventory 
sheet ? 

Commander Barnett. Of all property, sir? 

Mr. Dononve. Yes; and also where it might be located. 


NAVY SUPPLY SYSTEM OPERATED THROUGH CONTROL POINTS 


Commander Barnetr. The Navy has their materials within the sup- 
ply system broken down into about seven categories which are under 
the control of what we call a supply-demand control point. These 
supply-demand control points, one of them is located in Philadelphia, 
the general stores demand control point. Then we have the ships parts 
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supply-demand control point at Mechanicsburg. We have the ord- 
nance supply-demand control point at Washington. At Baltimore 
we have the electronics supply-demand control point, and we also have 
a Yards and Docks supply-demand control point which takes care of 
automotive stocks. Now, each of these supply-demand control points 
controls the material within the entire Navy system. I understand 
that a presentation is going to be made by the Navy tomorrow, and 
they will go into the details of how the material is controlled within 
the system before it is determined excess, surplus. 

Mr. Dononve. In other words, there is no coordinating point among 
those several divisions that you spoke of? 

Commander Barnerr. By coordination you mean cross screening, 
sir, or materials? 

Mr. Dononve. Yes. 

Commander Barnerr. I do that for the Navy at the time that the 
material is released by the control point. 

Mr. Donouvr. I do not mean so much cross screening. I mean an 
account or a sheet where the Navy Department could tell—that is, the 
big brass could tell—where this material is and how much of it is on 
hand at all times? 


NO FIGURES ON TOTAL NAVY INVENTORY 


Commander Barnett. The total figures are not available through 
accounting, sir. For each specific item they will have to go to the 
appropriate supply-demand control point to find out where each item 
is located. I think I can answer that best by an illustration. 

Mr. Dononve. Probably this might clarify it. Suppose there is a 
common-use item in one division. 

Commander Barnerr. Right, sir. 

Mr. Dononve. And there is an excess supply in some storehouse 
and another division is short of that common-use item. 

Commander Barnerr. The common-use items, sir, are under the 
control of one supply-demand control point, that is the general stores 
supply office, Philadelphia. They act as the supply-demand control 
point for all common-use items. The technical items fall under an- 
other supply-demand control point, such as electronics, items actually 
of electronics supply; and your ship parts fall under another supply- 
demand control point, automotive parts under another, but the com- 
mon-use items are all under the control of the Philadelphia general 
stores supply office. 

Mr. Dononve. They distribute all the common-use items around to 
the other divisions? 

Commander Barnerr. That is right, and they control all common- 
use items for the entire Navy. 

Mr. Dononvr. So they have a master inventory sheet up there? 

Commander Barnetr. Yes, sir, of the common-use items. 

Mr. Dononvsr. Then as to the other technical phases of the service, 
the particular division having charge of the items that are used in 
the service will have a master inventory sheet ? 

Commander Barnett. That is correct. 

Mr. Dononvr. In other words, there are many of these technical 
items that are used interchangeably by several divisions? 
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NAVY STUDYING INTERCHANGEABILITY OF ITEMS 


Commander Barnett. The interchangeability of an item is a matter 
of study at the present time, sir, within the Navy in attempting to 
clarify or eliminate duplications, such as the point I am trying to 
bring out that there are certain electronic items which could be prob- 
ably used as ordnance parts. That is a very prolonged project in 
attempting to get the system purified to the degree that there are 
absolutely no duplications. If we find during this purification proc- 
ess that one item is used by two or more of the technical units the 
general policy is to transfer that item to the general stores supply-de- 
mand control point, making it a common-use item. As far as surplus 
or excess is concerned, an item that is released by the electronics sup- 
ply-demand control point will be screened: by my Division with the 
general stores supply control point as well as ordnance and subma- 
rine parts with ships’ parts. 1 will cover through my screening pro- 
cedures all other control points of the Navy. So that there is a possi- 
bility of ESO reporting as excess an item which the ordnance supply 
control point needs at the time and they will have an opportunity to 
pick it up before it is released as excess to the Department of Defense. 

Mr. Donouvr. How closely does your screening set-up work with 
the procurement sections of the different divisions ? 

Commander Barnetr. We work only with the inventory control 
people as well as the technical planning desk for projects. 

Mr. Donouve. Let me ask you this. Before the Procurement Sec- 
tion sends out bids or orders for materials for these different divi- 
sions, does it contact you to find out if you have anything that has been 
reported to you as excess from other divisions? 

Commander Barnett. We do that exactly in reverse, sir. I report 
to them what has been reported in as excess and they consider that 
list against what their future requirements are or their planned 
requirements are. 

Mr. Dononvur. How often do you send out your report to them 
stating that you have certain supplies that have been declared surplus 
from another division ? 

Commander Barnett. Daily, sir. 

Mr. Dononve. I have no further questions, Mr. Chairman. 

Mr. Bonner. Does that work better in reverse as you have de- 
scribed it? It has been said that there is an inclination in procure- 
ment to get everything new and not use what is available. Although 
you report available material to them when they need certain materials 
they say, “Well, we do not know what condition that is in,” and so 
forth, so they just go ahead and requisition it, whereas if they were 
told to use this they might. Do you get what I mean? 


DIFFICULTIES IN SCREENING NEW PROCUREMENT AGAINST EXCESS 


Commander Barner. The main difficulty, Mr. Bonner, in revers- 
ing that procedure would be the terrific operational problem involved. 
We have excess materials of only an average of 1,500 line items a week 
within the whole Department of Defense. The number of line items 
being procured within the Department of Defense I hesitate to even 


guess. 
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I think the operating problem of attempting to screen procurement 
against these 1,500 items that come in as excess per week would require 
a terrific amount of personnel to do the job in that manner. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. When was this screening procedure set up? I came in 
late, and may be you have already given us that information. 

Commander Barnett. The screening procedure was informally be- 
ing conducted. 

Mr. Bonner (interposing). I think Mr. Curtis is interested in the 
directives which you mentioned. You mentioned two directives and I 
think if you will tell him about those two directives that will answer 
his question. 

Commander Barnetr. The final directive that came out from the 
Secretary of Defense, approving the procedures we have recom- 
mended, came out in September of 1950, sir. 

Mr. Curtis. September of 1950? 

Commander Barnerr. Yes. 

Mr. Curtis. So actually you have been working under this screening 
procedure now for almost a year; is that correct? 

Commander Barnerr. Not quite, sir. After we received the direc- 
tive, of course, we had to then organize and get personnel from the 
Navy and personnel from the Air Force transferred in. 

Mr. Curtis. About what date did you get set up? 

Commander Barnerr. About the last week in September when we 
actually began to begin operating. 

Mr. Curtis. So, really January 1, 1951, would be a fair date from 
which you have been operating under this procedure ? 

Commander Barnerr. That is correct. 

Mr. Curtis. And before that there was no formal set-up in the 
Department of Defense? 

Commander Barnerr. No, sir; no formal set-up. 

Mr. Curtis. For the work of the various armed services, the Air 
Force, the Army, and the Navy ? 

Commander Barnett. That is correct, sir. 

Mr. Curtis. Now, the Secretary of Defense was the one who set 
this procedure up that you are now operating under; is that correct? 

Commander Barnerr. Well, the Secretary of Defense author- 
ized, or directed, the Secretary of the Navy to draw up a recommended 
procedure, and the Navy Department recommended a procedure, and 
it was later approved by the Department of Defense. 

Mr. Curtis. Then the other services, of course, cooperated with it? 

Commander Barnett. Yes, sir; the procedure was reached by mu- 
tual agreement of the Department of the Air Force and the Depart- 
inent of the Navy. 

Mr. Curtis. Now, your job is a functioning job. In other words, 
you serve a part in this procedure. Do you ‘dleo serve a part in it 
(o see how the procedure itself is operating, aside from the actual 
functioning of the service, as to whether or not this screening pro- 
cedure that you have set up is functioning the way you had antici- 
pated it would? Do you follow me? 

Commander Barnett. No, sir; I am sorry, sir. 

Mr. Curtis. Well, you have the actual job, of course, of actually 
screening the materials in your particular capacity ? 
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Commander Barnett. Yes; an operating job. 

Mr. Curtis. That is right, an operating Sob. 

Now, what I am curious about, and this is in line with Mr. Bonner’s 
question, what I am concerned about is who is watching this to see 
whether this screening procedure that has been set up, to see whether 
the administration of it is actually functioning as it was anticipated it 
would function? Are you concerned with that at all in your job? 


EXTENT OF CHECK ON SCREENING PROCEDURES 


Commander Barnerr. Monthly I make a report of the results, a sta- 
tistical report of the results of the screening of excess materials, sir, 
to the Munitions Board. 

Mr. Curtis. Let me give a specific example. The chairman, Mr. 
Bonner, asked this question, whether or not there was a warehousing 
check made of these materials that might be in there for over 4 years. 
Now, supposing you on your job found out that there was no check 
being made of that by the Army. That is administrative procedure. 
Would you recommend to i that a check be made, or who 
would # 

Commander Barnerr. I would never know that information that 
Mr. Bonner pointed out in the shop that I have. 

Mr. Curtis. You would never get it ? 

Commander Barnett. No, sir; I would not receive that informa- 
tion, sir. 

Mr. Curtis. Would you offhand know what system or what proce- 
dure is set up in this screening procedure for correcting administra- 
tive faults or failures to have proper functions performed in your 
administrative procedure? Do you follow what I am getting at? In 
other words, you set up a new procedure, and there is a question in 
everyone’s mind as to whether the procedure itself will work. Sup- 
pose there is some point where somebody has to make a like screening 
to be sure that materials are not left in the warehouses over 3 years, 
who has control there to watch how this is functioning and to correct 
it on the administrative end of the thing?) That is what I am curious 
about. 

Commander Barnett. The actual operation of the screening proce- 
dures themselves are checked by the Munitions Board from the statis- 
tical reports I make and by which the Navy surveys the services. 

Mr. Curtis. I am not interested as to other persons on the top. I 
am interested in getting back to this one specific thing: you say it 
would not come to your attention if there was no check-up of what 
stuff was staying in warehouses over a period of 3 or 4 years. Now, 
using that as an example, suppose something did come to your atten- 
tion that you felt was a failure of the administrative set-up. 

Commander Barnett. Oh, I see. Is the point what would I do to 
get it corrected ? 

Mr. Cortis. Yes. 

Commander Barnett. I am sorry, sir. 

Mr. Curtis. Is that part of your function ? 

Commander Barnett. Yes; it is definitely. If I find that the proce- 
dures set forth are not working properly in my mind I recommend a 
change of procedure. 
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Mr. Curtis. Yes. 

Commander Barnerr. To the Munitions Board through the Navy 
Department. 

Mr. Curtis. I see. You have to go through the Navy; you cannot 
go direct. You are under the Secretary of the Department of Defense, 
and if you have any ideas about suggesting a change in the procedure 
you have to go through channels in the Navy ? . 
~ Commander Barnett. Yes, sir; I go through the Secretary of the 
Navy to get to the Chairman of the Munitions Board. 


RESCREENING OF TRUCKS AND SPARES IN GERMANY 


Mr. Curtis. In other words, you make the comment that this pro- 
cedure does not have any self-correcting features built into it whereby, 
if there is something wrong, the people doing the job can do something 
about correcting it. Now I have a specific question. You know there 
was a rescreening job ordered by the Army in trucks, spares, and other 
surplus property in Germany around March 1951. 

Commander Barnertr. Yes, sir. 

Mr. Curtis. Did that come through your shop 4 

Commander Barnett. No, sir. That material had not been reported 
in for screening centrally through the depots. 

Mr. Curtis. Have you ever had any reports of that material in 
Germany ¢ 

Commander Barnerr. No, sir. That material was never reported 
through the division for central screening. 

Mr. Curtis. My next question is why would not that material in 
Germany, when they ordered a screening in March, have come up to 
your particular section ¢ 

Commander Barnerr. That, I think, would have to be answered by 
the Army ? 

Mr. Bropsky. I think the answer to that is, as I recall, that that 
was a screening of ordnance items, and that was the deal you are talk- 
ing about where Mr. Pace ordered the rescreening. 

Mr. Curtis. Yes; aithough I did not know it was limited to ord- 
nance. I thought he wanted a rescreening of all equipment; I did 
not know it was limited to ordnance. Maybe the bulk of it was. 

Mr. Bropsxy. It is my faint recollection it was ordnance. Conse- 
quently it was handled directly between the Army and the appropriate 
bureau—the Bureau of Yards and Docks, I think—of the Navy, who 
would be the only one responsible for that type of property. 

Mr. Curtis. In other words, some property might have been left 
there; yet if the Army screened it and they were satisfied, the remain- 
ing bulk would never have come up to the Department of Defense 
screening board. Is that correct? I cannot Gelioks there is that 
limitation to our screening process. 

Mr. Bropsxy. I think Colonel Coats, who is going to make the 
Army presentation following this, does have the dope on it. 

Mr. Curtis. Of course, I am very much interested in this. Com- 
mander Barnett is in charge of the Department of Defense screening 
board. Iam right on that; am I not? 

Commander Barnett. That is right. 

Mr. Curtis. On excess personal property ? 

Commander Barnetr. That is right. 
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SCREENING OF GERMAN SURPLUS NOT REPORTED TO SURPLUS MATERIALS 
DIVISION 


Mr. Curtis. And as far as he is concerned, this Germany screening 
job of surplus property has never come to the Department of Defense. 
I am correct in that, I assume. 

Commander Barnett. It has never come through my shop. 

Mr. Curtis. Well, you would be the only one it would come through 
on the Department of Defense level ¢ 

Commander Barnerr. Unless, due to certain circumstances sur- 
rounding it, we had devised a one-time procedure for handling that, 
which I think is the case in this particular instance. I am not familar 
enough with the details on how it was handled. 

Mr. Curtis. Maybe this is not in the province of your consideration, 
but on material that would be rescreened like this in Germany, which, 
let us say, was limited to ordnance equipment, and Ordnance of the 
Army took what they wanted over there, how would the Navy or the 
Air Force ever get an opportunity of saying there might be some mate- 
rial that they wanted? Would that come through you, or how could 
it be done ? 

Commander Barnett. It normally will come through me. Under 
special circumstances, which I assume this German situation was, each 
department would occasionally, on a special clean-up deal, request rep- 
resentatives from the other two services to come in and inspect the 
material on the spot. 

Mr. Currts. But actually the normal procedure would be to go 
through you? 

Commander Barnett. That is right. 

Mr. Curtis. That is what you are set up for ? 

Commander Barnetr. Right. 

Mr. Curtis. That is what I think this committee expects, too, be- 
cause we do not care whether it is the United States Army or who it is; 
we feel this is material the Armed Forces might need, and we do not 
care whether the Army decides they do not want it if the Navy or Air 
Force could use it. And I am very interested in the fact it never did 
come up to your level, because I do not see how the Navy or Air Force 
could have said they did not want any of that stuff over in Germany if 
it did not come through your section. 

Commander Barnett. The only thing I can give you along that line 
is a general illustration of what could happen in special cases. 

Mr. Curtis. This would be a special case? 


HANDLING OF SPECIAL SURPLUS CASES 


Commander BarNerr. That is right. I could give you an example 
of what could happen in special cases, which is this: The reporting of 
material through my division in large quantities requires a tremendous 
amount of paper work, because it is planned to screen excess materials 
through excess reports. Now, there have been occasions when one 
service will have a situation where they require the immediate screen- 
ing of material and they require special consideration for the screen- 
ing of that material to eliminate the tremendous amount of paper 
work which is involved in your normal screening procedures. In that 
case, the Secretary of the owning service usually goes to the Secretaries 
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of the other two services and requests that representatives be sent into 
the area to inspect the material in question and make an on-the-spot 
determination that the material is excess. 

Mr. Curtis. In that event, would you in your capacity as repre- 
senting the Department of Defense screening board get a report 
that such a thing had been done? 

Commander Barnett. No, sir; I would not. I would not be brought 
into it unless it was reported to my division. 

Mr. Curtis. The Department would not even know, then, that such 
a thing had come about? 

Commander Barnett. Through the Munitions Board, they prob- 
ably would. 

Mr. Curtis. That is all. 


FIGURES ON EXCESS MATERIALS SCREENED 


Mr. Bonner. Now, you say since you have been screening, reports 
of $90 million worth of property have passed through your office. 

Commander Barnetr. Yes, sir. 

Mr. Bonner. And $28 million has been reallocated to the services, 
leaving $52 million. Those are approximate figures. 

Commander Barnetr. That is right. 

Mr. Bonner. And I understand the $52 million was turned over to 
the General Services Administration. Is that correct? 

Commander Barnetr. That is correct. 

Mr. Bonner. Now, they have $600 million worth of contaminated 
oil. You say no use was found for it at all? 

Commander Barnett. No; it was $600,000 of contaminated oil re- 
ported in from Giessen, Germany. 

Mr. Bonner. You say no use was found for it? 

Commander Barnerr. We did not develop any utilization. 

Mr. Bonner. What did you do with it? 

Commander Barnerr. We released it back for disposal. 

Mr. Bonner. Did you check on what disposition was made of it; 
was there any accounting for it? 

Commander Barnetr. No, sir. As soon as we released the material 
for disposal 

Mr. Bonner. To whom? 

Commander Barnerr. The Army. 

Mr. Bonner. The Army disposes of it? 

Commander Barnett. The Army has the disposition of it and has 
the entire responsibility. 

Mr. Bonner. To whom does the Army then report as to the dispo- 
sition of it—to the Secretary ? 

Commander Barnett. As I understand, to G-4, representing the 
Secretary of the Army. 

Mr. Bonner. What kind was it—fuel oil or gasoline? 

Commander Barnett. I think it was lubricating oil. 

Mr. Curtis. Is that war disposal of equipment or depot stocks; is 
that the kind of disposition ? 

Commander Barnett. There are a number of authorized disposals, 
the major one of which is by sale to private industry. Another one 
is by donation or—— 
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Mr. Curtis. I see. Although this oil was contaminated and the 
military could not use it, it was usable? 
Commander Barnert. Oh, yes. It could have been reclaimed o1 


sold locally and reclaimed locally, The determination within the 


Defense Department was that it was not economical to bring it back 
to this country and_reclaim it. That is what it amounted to. 

Mr. Ropack. Do you get sufficient descriptive detail on foreign ex 
cess to be able to evaluate its possible use in other activities? 


PROBLEM IN DESCRIBING FOREIGN EXCESS MATERIALS 


Commander Barnerr. In most cases. Our description of materia! 
has definitely been a problem. We feel we have improved the descrip 
tions as given of the excess listings considerably within the past 6 
months, as indicated by the constant rise in the percentage of utiliza 


tion we have been able to develop. In some cases we go back for 


additional descriptions; in fact, we go back in all cases where a ques 
tion is raised by any of the technical desks to the effect that they do not 
know what the material is. We will go back to the reporting activity 
at that point requesting additional description specifying what the 
items are, with a full description. 

Mr. Rosacx. At what point in the administrative procedures ove: 
which you have cognizance is defense excess related to the military 
assistance program 4 

Commander Barner. It is not. It is foreign excess—strictly 
United States military owned foreign excess material that is being 
reported in for use within the Department of Defense. 


RELATION BETWEEN FOREIGN EXCESS AND FOREIGN MiLi TARY AID 


Mr. Ropack. My question is related to the possibility of procure 
ment for the military assistance program in the theater or area where 
there might be service excess. You say there is no relation between 
those programs / 

Commander Barnett. I would like to clarify that. There is no 
relation through what my shop or my division does in the Military De- 
fense Aid Program at the present time. But each supply demand 
control point or material control point of the three services has the 
responsibility for the Military Defense Aid Program in fulfilling the 
requirements of this program, and the requirements of this program: 
are considered along with their own requirements when they screen 
excess materials for their own requirements. In other words, the 
aviation supply office in Philadelphia has not only the Navy’s require. 
ments to fulfill in picking up excess materials, but also they have a 
portion of the MDAP requirements that they must pick up ‘material 
for. Does that answer your question ? 

Mr. Ropack. Yes. With regard to the redistribution of excess in a 
given theater, does that redistribution take place before there is a 
reporting back to your screening office? For example, if the theater 
commander finds there is some other activity. in the area requiring 
material, is that redistribution made before it is reported to you? 

Commander Barnett. Y es, sir; it is made before it is reported to my 
shop if the redistribution takes place within the Department of De 
fense. 
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Mr. Ropsack. Does each of the services have its own redistribution 
policy ¢ 

Commander Barneit. By “redistribution policy” 

Mr. Rowack. That is, within any given area of command. For ex- 
ample, are you finding that the three services have their own re- 
distribution policies for excess before there is any reporting to your 
screening office ? 

Commander Barnert. For any foreign excess each service has its 
own screening procedure, rather than policy. Each service has its 
own screening procedure of cross-screening within the area of com- 
mana before it will come into my shop. 

Mr. Seymour. I understand the commander said his office catalogs 
ull of the surplus declarations; so he has on hand a catalog of sur- 
plus. Now, the military requirements are based on a known require- 
ment in advance by quarters. Do you have that at hand? You have 
a catalog of the surplus property at hand. My question is, Why 
cannot the listings shown by the catalog of surplus be checked against 
the known requirements and the installations be told what to use rather 
than to leave it on a voluntary basis. In other words, you have all of 
the installations at hand, you have the catalog of surplus, and you have 
the known requirements, and why cannot you bring the two of them 
together ¢ 





CHECKING SURPLUS LISTS AGAINST REQUIREMENTS 


Commander Barnetr. That is being brought together at each ma- 
terial control point by the material control point itself. This catalog 
or excess listing that 1 mail out is effective only for 45 days, or else we 
would gum our storage space with unusable material. Your sug- 
gestion there, as I understand it, is that, as a control agency rather 
than a coordinating agency, why should not we direct an activity to 
pick up an item rather than to procure an item. 

Mr. Seymour. That is right. 

Commander Barnett. The difficulty involved is that only the tech- 
nical people who draw up the specifications for a needed item can 
make that determination. It would necessitate establishing a unit to 
direct an operating activity to take an item regardless of the fact that 
they determined it should not be done; it would necessitate establish- 
ing a unit with sufficient technical personnel in it to equal the technical 
personnel of the Bureau of Aeoronautics, the Bureau of Ships, Army 
Quartermaster, Army Transportation Corps. It would take a mon- 
strous organization to do that job. We must rely on the technical 
people within each individual service to make their own determina- 
tions as to whether the item will fulfill the purpose that they want it 
to fulfill. We also would be involved in telling aviators that they 
must use a carburetor regardless of its condition or regardless of the 
fact it does not exactly meet the specifications they want. It is im- 
practicable, in my opinion. 

Mr. Srymour. My only other question is this: Why was it estab- 
lished in screening to make special cases ? 

Commander Barnett. I cannot answer. 

Mr. Bonner. Following the commander through his introductory 
remarks, I understood clearly that he is merely operating with the 
materials that are reported as surplus. This oil in Germany had 
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been declared surplus, and the Army was directed to go back and 
screen for their own use and later on for general use. So I can under- 
stand why it did not come to your bureau. 

Thank you very much, Commander. 


MUNITIONS BOARD SURVEY OF SURPLUS SCREENING PROCEDURES 


Mr. Bropsxy. I might say parenthetically to Mr. Curtis that our 
Surplus Material Division has been in operation a little over 9 months, 
and the Munitions Board staff has initiated a survey to determine 
the effectiveness of it. We are convinced there is a great deal of good 
to come out of it. My own personal opinion, which I think is in line 
with yours, is that they have not arrived at a sufficiently high level 
to do the job effectively, and the Munitions Board staff does have that 
under consideration. 

Mr. Bonner. And there was another directive issued sometime this 
year that Mr. Curtis did not hear about. 

Mr. Bropsxy. Of March 14, which provided for reporting of over- 
seas excess, which has not been done before. 

Mr. Bonner. You did not hear about that, Mr. Curtis. This last 
directive, I think, will take in what Mr. Curtis has in mind. 

Mr. Bropsxy. With respect to the next speaker, you are going to 
hear this morning from the Army briefly about their supply system 
and about the places you will be visiting. Tomorrow morning the 
Air Force and the Navy will do the same, and on Friday morning, 
with your consent, I am going to bring in our scrap team that has 
returned from Korea to give you a report on what they have seen. 

The next speaker is Colonel Coats, G-4, Division of the General 
Staff, United States Army, to speak about the Army installations and 
the Army supply staff. 


STATEMENT OF LT. COL. JAMES G. COATS, G-4, GENERAL STAFF, 
UNITED STATES ARMY 


Colonel Coxrs. Mr. Chairman and gentlemen of the subcommittee, 
the Army has prepared a written brief which we feel will be of assist- 
ance to you during your tour through our installations in the Far East 
Command and through Europe. Written copies of this brief will be 
delivered to the committee tomorrow. They are being held up pending 
development of certain charts used in the presentation. 

With your permission, I will cover only that part of the brief which 
is directly related to the management of supplies in overseas com- 
mands and the movement of equipment to those commands. The pur- 
pose of the brief is to acquaint you with the program of all our over- 
seas supply and management programs and to give you some back- 
ground of the logistics portion of the activities and commands which 
you have selected to visit. Where appropriate, these functions will be 
related in this brief to the overseas management program itself. 


ARMY HAS LONG-RANGE PROGRAM FOR IMPROVED OVERSEAS SUPPLY 
MANAGEMENT 


At this time we are about midway through a long-range, well- 
planned program designed to increase the effectiveness of the manage- 
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ment of supplies in the overseas commands and the management of 
the movement of supplies to those commands. This improvement is 
being accomplished by strengthening the control of stocks in overseas 
commands—that is, control under the overseas commanders, and by 
shortening the distribution cycle for the movement of supplies to those 
commands. Our objectives are to provide the overseas commander 
with a more responsive supply service and at the same time to effect 
an advancement in economy of operation of our supply system. 

Economy of operation will obtain through reducing the amount of 
supplies required to be stocked in overseas areas and required to fill 
the pipeline extending to those areas. Strengthening the control of 
stocks in overseas commands allows for a reduction in the quantities 
of supplies required to be held within those commands, specifically by 
applying all assets held against the stockage objective of that com- 
mand and by basing the computation of theater requirements on the 
recent local issue experience. We will effect some reduction in the 
quantities of supplies required to fill the pipeline extending to the 
overseas commands through a reduction of the supply distribution 
cycle. 

"We are developing a higher degree of efficiency in our supply opera- 
tions by designing our system to function effectively while operating 
on minimum pipeline and stockage requirements. We believe the 
new system will meet the needs of our expanding forces and will do 
so with fewer supplies in the supply system. 


ONE HUNDRED AND TWENTY-DAY SUPPLY DISTRIBUTION CYCLE 


The supply distribution cycle we are attempting to reduce is 120 
days in length. It begins with the preparation of a requisition in the 
overseas command which requires 15 days and ends with the delivery 
of the requisitioned supplies to that overseas command, and the slices 
of this cycle in terms of days are shown at the place of preparation 
of the requisition and along the line of flow of the requisition or move- 
ment of supplies. 

The first 40 days of the cycle are ordering time and shipping out; 
15 days in the overseas command in preparation of the requisition ; 
5 days in transit to the zone of the interior overseas supply division ; 
5 days in the zone of the interior depot, and 5 of these 35 days are zone 
of the interior depot slices. That is ordering time. 

A reduction of that time, while it will improve the supply service 
furnished the overseas command, will not reduce the quantity of sup- 
plies in pipeline. 

The balance of the distribution cycle, the last 80 days, is processing 
and movement time for supplies. It consists of 30 of those 35 days of 
processing supplies for movement, 10 days in movement to the port, 
10 days in port, 18 days on the water, and 12 days in the overseas port 
and going to the overseas depot. A reduction in this part of the cycle 
will not only make for a more responsive supply service, but it will 
actually reduce the quantities of supplies required to be committed 
to or actually moving in pipeline. 

The air shipment time which is shown on the bottom of the chart 
is considerably less. Using this method of transportation and using 
emergency order and processing procedures, we have placed small 
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quantities of supplies in the hands of front-line troops in as little as 
17 days after those supplies were requisitioned. 

I believe chart 2 will give a little better idea of the quantity of 
supplies required to be committed to and moving in pipeline and re- 
quired to be stocked in overseas commands. 










SIXTY-DAY STOCKAGE OBJECTIVE IN OVERSEAS COMMANDS 





The overseas command has a requisition objective, which you mem- 
bers will see referred to many times overseas, of 180 days. It is com- 
posed of 60 days’ stockage objective. By the way, these days are in 
terms of days of supply for the overseas command served. The over- 
seas requisition objective is 180 days, composed of the 120-day cycle 
plus the 60-day stockage objective they have. In supplies committed 
to pipeline, you recall the first 5 days of the zone of the interior de- 
pot’s portion of that distribution cycle did not involve supplies com- 
mitted to pipeline. The last 30 days, however, do involve supplies and 
they involve almost a corresponding number of days of supplies in 
terms of the overseas command served that are committed to the 
pipeline. In other words, they have been dropped from the depot’s 
availability records. They are being picked up, processed, or await- 
ing stocking in; so for all practical purposes, they are committed 
to pipeline. You will find another 20 days or so moving of supplies, 
days of supply, moving to port or actually in port, another 30 days 
or so on water or being unloaded in overseas port and processed onto 
the depot records. 

Mr. Brownson. Just to give us‘an idea, have you any idea of the 
tonnage involved in a day’s supply ? 

Colonel Coats. No, sir. I can get it for you very easily. 

Mr. Brownson. I was just curious to translate that into something 
more tangible. 

Colonel Coats. As I recall, for normal operation—not hopping is- 
lands and so forth—it is 7 pounds per man per day. That will 
increase, of course, with the type of terrain or the type of organi- 
zation or operation. 

Mr. Brownson. Then a day’s supply, if you were supplying half 
a million troops, would be 3.5 million pounds for every day of supply? 

Colonel Coats. That is the way it is arrived at. 

Mr. Brownson. That really runs into tonnage. 

Colonel Coats. Just a word about the stockage objective of the 
overseas command. This is the stockage objective in Europe and the 
Far East: for general supplies, 60 days supply for the command. 
It is broken down into a 30-day safety level or emergency level and 
a 30-day operating level. 

On this chart [exhibiting] we have pictured the time when this 
operating level is one-half way consumed. In other words, it is an 

+ operating level which fluctuates from zero to 30 days’ supply, leaving 
only a safety level of 30 days for each item and 15 days of programed 
stocks. ; 












































IMPROVED SYSTEM OF STOCK CONTROL FOR OVERSEAS DEPOTS 





The Army is converting all of its overseas depots to an improved 
system of stock control. The new system is a mechanized one which 
allows for the maintenance of up-to-date information on the status 
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of all depot stocks of the theater and for the accumulation of issue 
experience as a MA epee of the accounting job. The important 
point here is that the study of levels in relation to issue experience 
is made easy by bringing the transaction information out of the ac- 
counting file and summarizing it in a form convenient for review and 
analysis. And here I would like to point out we use our mechanized 
system of accounting to allow us to apply judgment in establishing 
stockage objectives. In other words, we merely bring the information 
to the central stock control point, summarize it in a form so that one 
man can review the entire stocks for the technical service in that com- 
mand. You will get a complete picture of this operation at the theater 
stock control point that you plan to visit in Giessen, Germany. 

Coming now to stock status reports, a supply status reporting sys- 
tem has been developed to bring stock status and transaction informa- 
tion to each level of management, from the depot at the end of the 
supply pipeline to the central stock control point in the continental 
United States. We found stock management to be absolutely depend- 
ent on this information. In other words, if you are going to manage 
depot supplies, you must know all you have; you must know your 
issue experience if you are going to set a realistic stockage objective. 

Mr. Brownson. Is that an IBM record stock control system you 
have ? 

Colonel Coars. Yes, sir; it is. Under depot C data, you see the 
maximum amount of information that we could bring up through the 
stock status management channel while the depots were working under 
the old accounting system in our overseas command. It consisted of 
reporting on a limited number of items, the item nomenclature and the 
stock level of that item for the depot, the total serviceable stocks on 
hand, and the total unserviceable or repairable stocks on hand, and 
the stocks due in. Now, missing from this insofar as good management 
is concerned was the actual utilization or issue experience in the local 
theater. In other words, this stock level on this base was computed 
ona factor established back in the Department of the Army which was 
based on world-wide utilization, and you can see how it would not fit 
the local operation. I am sure some of the excesses we experienced in 
the last war in front line axle assemblies in Europe were because of the 
increased requirement for that item in the island hopping operation in 
the Pacific. [am sure, too, where we rolled up an item because of a long 
run in Europe more rapidly than short runs in the Pacific they had 
their difficulties with reconciliation and so forth. 

The Far East Command and the European Command are presently 
in the stage of conversion to the improved stock control system which 
allows them to bring in from all of their divisions to the central stock 
control point of the theater, such as the one you will see at Giessen, 
Germany, more comprehensive information for their use and their 
subsequent reporting to the Department of the Army. That is shown 
under depot B. The number of items reported in is being extended 
to the entire stockage for each depot. That has been accomplished for 
the quartermaster items which you will review at Giessen, Germany. 
It shows issues for the past month broken down, coming up from each 
depot, by initial issues and by replenishment of supplies. It shows 
the quantities at the depot as estimated as its requisition objective; 
it includes the stockage objective and the order and shipping time. 
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And the important point here is that this item, even at the depot level, 
is based directly on the issue experience and as it flows in, only using 
this general factor when it has not accumulated a usual issue expe- 
rience. It shows the serviceable stockage, the unserviceable stockage, 
due in and due out. 

This information comes into that theater stock control point from 
all depots and is reviewed and summarized into the theater stock posi- 
tion and the theater issue experience and is reviewed in establishing 
the theater requisition objective. I wish to make very clear on that 
that we get the judgment factor in there. We merely summarize this 
information to give us the best picture possible of what our recent 
experience is, and we analyze it in view of our projected increase in 
strength or decrease in strength or changes in season or changes in 
mission. And from that basic information we apply a judgment to 
arrive at the theater requisition objective for each item used in the 
theater. 

Under depot A you will see here gee ye | chart] the ultimate 
goal with reference to the standardization of information brought up 
through the stock status reporting system. Actually, although we 
break it down into two sections, it is very little more comprehensive 
than what you have under your suggestion. Insofar as stock man- 
agement is concerned, it is not more comprehensive, but it does give a 
breakdown by amount of the total; it gives the receipts for local pro- 
curement, whereas in this report that merely was added into the over- 
all stock status and receipts from repair—in other words, just a little 
more detailed. 

All of our depots in the overseas commands are not completely on 
this system. I believe you will find only about 10 percent of them or 
10-percent coverage during your visit have not made it in this manner, 

With reference to the activities and agencies to be visited, we have 
prepared summaries of this operation which describe the logistic mis- 
sion of each headquarters or installation which the committee plans to 
visit. In each summary, the names of the commanding officer and the 
principal staff officers are given for your convenience during your tour. 
An attempt has not been made to detail the operational missions of 
these commands except where necessary to explain their logistical re- 
sponsibility. 


TYPICAL SUPPLY ORGANIZATION FOR OVERSEAS THEATER 


Chart 4 [exhibiting] is a schematic representation of a typical 
organization for supply to support an active theater. While every 
operation or theater will not lend itself to this ideal textbook set-up, 
it is a pattern which you will find followed in both the Far East and 
European Commands and, in fact, in every overseas command. The 
chart breaks the supply report down into the zone of the interior, 
United States zone, overseas zone, overseas theater, and within the 
overseas command it breaks the line of communication down to the 
base section and advanced section and breaks the combat zone down in- 
to the Army area and the division area. We are concerned today, of 
course, with this portion |indicating|. This chart will show in the 
overseas theater the supplies in the echelon and depth—the echelons 
in depth. This is considered necessary to avoid risking loss of all of 
your assets of any one item at any one time. This does not mean that 
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every supply item landing at this port has to travel through each of 
those depots. In actual practice, you normally stock your base depots 
with a safety level, and in service you have, plus operating stocks, 
stocks they require for support of communication zone troops in that 
area. However, the bulk of supplies moves directly to the advanced 
section depot which has immediate support of the combat operation. 


SUPPLY ORGANIZATION OF FAR EAST COMMAND 


With reference to the Far East Command, with headquarters in 
Tokyo, Japan, the commander in chief of the Far East Command 
commands operationally the United States forces in the Far East. In 
addition, he exercises his administrative command over all United 
States Army forces in the Far East. These forces include the Eighth 
Army in Korea; the Japan Logistical Command, with headquarters 
at Yokohama; the troops in Japan, which include the 16 corps head- 
quarters and the Fortieth and Forty-fifth Infantry Divisions. 

The administrative command responsibility includes the complete 
supply of all Army forces and the supply of all Army purchases of 
common use items to all United States forces. In general, the logis- 
tical operation of this command is performed by the Logistical Com- 
mand with headquarters at Yokohama under the policy guidance of 
the general and technical staffs of the Far East Command head- 
quarters. In the chart which will accompany the written brief, you 
will have the names of those staff officers most concerned with the 
logistical mission at the Far East Command headquarters. 

The Japan Logistical Command at Yokohama is under Maj. Gen. 
W. L. Weible. The supply system operated by the Japan Logistical 
Command supports all troops in the Far East, including the combat 
forces in Korea. In supporting the Korean operations, the Japan 
Logistical Command functions as a base section, which gives you a wide 
variation from this textbook set-up, while the supply installations at 
Pusan and Inchon function as advanced sections in immediate support 
of the command troops. 

You have decided to look at the big five operation in Japan. It is 
comprised of several ordnance rebuild operations which are under 
the command of the Japan Logistical Command and under the im- 
mediate supervision of the Chief of Ordnance of that headquarters, 
Brig. Gen. J. K. Heiss. In the main, these activities are located in 
or near Yokohama and Tokyo. 


REBUILD OPERATIONS IN JAPAN 


This operation has played an extremely vital role in reclaiming the 
unserviceable equipment left in the wake of World War II. Vehicles 
are rebuilt to a condition which provides about 80 percent of the new 
vehicle life, at a cost of about one-quarter of the new vehicle purchase 
price. Over 50,000 vehicles and 713,000 small arms weapons have been 
rebuilt by this activity and used to support the Korean operation. 

All of the technical services operate extensive rebuild programs in 
this command. For example, during fiscal 1951, engineer equipment 
of a value of $65 million was rebuilt at a cost of $14.5 million. These 
figures include but are not limited to the rebuild of over 7,500 major 
items of engineer equipment. 
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SUPPLY ORGANIZATION IN KOREA 





On Pusan in the advanced section supporting combat troops in 
Korea is the Second Logistical Command. It is under the command 
of Brig. Gen. P. F. Young. While operationally under the Eighth 
Army, this Pusan Command works directly with the Japan Logistical] 
Command with reference to supply management. The Second Logis- 
tical Command operates the port of Pusan and a complete depot 
system in that area. Most of the supplies used by troops in Korea 
move through the port of Pusan. 


SUPPLY ORGANIZATION IN EUROPE 


Coming to the Supreme Headquarters of the Allied Powers in 
Europe at Paris, France, the mission of this command is the defense 
of western Europe to insure that, if an emergency comes, the forces 
of the North Atlantic Treaty Organization will be ready to implement 
the war plans which have been agreed upon. National forces are 
responsible for their own logistical support. However, the coordin- 
ation of logistical support is the responsibility of the Supreme Allied 
Commander in Europe. 

The European Command headquarters at Heidelberg, Germany, 
are under Gen. T. T. Handy. In addition to operational and stra- 
tegic responsibilities, the Commander-in-Chief of the European 
Command is responsible for the logistic and administrative support 
for United States military forces in that theater. Included in these 
responsibilities are those supply management functions necesary to 
determine theater requirements and procure the supplies needed to 
maintain local assets at a proper level to support Army forces with 
all items required and to support air forces with Army purchase 
common items. 

The communications zone headquarters at Orleans, France, is 
commanded by Brig. Gen. M. J. Young. Since the end of World War 
II, the United States troops in Germany have been supplied almost en- 
tirely by shipments through Bremerhaven. The continental portion 
of the long American supply line begins at Bremerhaven and carries 
south across the flat north German plains—a classic invasion route 
from the east. Because of the possibility of this line of communica- 
tion being interrupted, a new line of communication is now being 
organized, based on the use of ports in southern France. In this line of 
communication, with the base extending to our troops in Germany, 
you will see a close likeness to that textbook set-up which I discussed 
just a moment ago. Basically, the new line of communication re- 
flects the revised mission of the United States forces in Europe—a 
change from an occupation role position to the defense of Western 
Europe. 

In the line of communication across Europe, you will notice the 
communication headquarters at La Rochelle and the advance section 
with headquarters at Verdun. 

With reference to the Rhine general depot and the Rhine ammuni- 
tion depot in this general area here [indicating], these depots were 
established in 1948 to store certain strategic reserve stocks west of the 
Rhine River. Their mission is one of static storage. They occupy a 
position in the forward section—that is, the advanced section—of the 
communication zone at this port. 
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QUARTERMASTER STOCK CONTROL POINT AT GIESSEN, GERMANY 


The theater stock control point at Giessen, Germany—that is, the 
theater quartermaster stock control point—is under the command 
of Lt. Col. E. P. Flynn. It is organizationally an integral part of 
the theater quartermaster’s office. It is located at Giessen in order that 
it may use the electrical accounting machines jointly with the Giessen 
quartermaster depot as an economy measure. 

The chief of this activity reports directly to the theater quarter- 
master with reference to the performance of this mission. The mission 
activity is the determination of the over-all theater requirements. 
This is a brief picture of the depot set-up whose stocks are controlled 
by this quartermaster stock-control point. We have a quartermaster 
depot at Munich, another at Giessen, which is in the immediate area, 
one at Metz, and others, one of which you will visit in the Rhine 
area and another of which you will be briefed on in the accounting 
headquarters. 

The mission of the quartermaster stock control point for the theater 
is to determine the over-all quartermaster requirements of that theater, 
procure supplies, and control build-up and distribution of all quarter- 
master items stocked in the command. At this agency you will get 
an on-the-spot view of the implementation of the Army’s program 
to use modern, comprehensive stock-control procedures to manage 
theater assets. You will see how issue experience information is 
accumulated at the theater stock control depot and analyzed to estab- 
lished a theater requisitioning objective for each item which is closely 
in accord with the actual requirements of that theater for that item. 
You will see how repair of unserviceable material is closely scheduled 
into depot stocks to fill anticipated requirements and how “dues-in” 
from this source and from local procurement are considered in com- 
puting quantities to be requisitioned from the continental United 
States. 

Mr. Chairman, the balance of the summaries of the agencies and 
activities which you will visit do not directly pertain to supply manage- 
ment, and I think probably at this time you would prefer to open 
the conference to questions rather than to cover those which will be 
prepared later. 

Mr. Bonner. Does that conclude your direct statement ¢ 

Colonel Coats. Yes, sir. 

Mr. Brownson. I was curious as to why you said the far eastern 
distribution system did not coincide with the classic pattern. To me 
it looked like a perfect example of the classic pattern. 


DISTRIBUTION OF MILITARY SUPPLIES IN FAR EAST 


Colonel Coats. It is more a good example of the classic pattern in 
operation than it is in appearance, which you will see on the spot. My 
statement had reference to the fact that the base section is across a 
considerable amount of water from its advanced section. 

Mr. Brownson. Of course, that is a normal operation when you 
have an invasion set-up. 

Colonel Coats. Yes, sir; in the early stages. I would like to ex- 
tend the answer and say in operation they function just as the ideal 
set-up. In other words, the theater stock control point is located at 
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Yokohama. In other words, the Japan Logistical Command controls 
the build-up of supplies in the theater, but it will require supplies to 
bypass the depot in Japan and move directly to the port of the ad- 
vanced section. So in actual operation it is not different. 

Mr. Lantarr. Would it be possible to eliminate the advanced sec- 
tion and distribute directly from the base section to the Army area? 

Colonel Coats. In my personal opinion, no, without unduly risk- 
ing the loss of your operating stock. At the present time in this opera- 
tion you will find that considerable difficulty is being experienced 
in getting supplies from the advanced section in Pusan to the front- 
line troops for their day-to-day consumption. And, of course, with 
the chasing up and down of that area that has occurred in the past, 
if you were able to get this advanced section stockage up to this area, 
you would run great risk of losing it. And, as you will recall, it 
operates on a 30-day plan of stockage. In other words, you would 
lose approximately 30 days’ supplies of each combat division if you 
lost those depots. No, sir; I do not think there would be any ad- 
vantage to it there, because you do not require all of your stocks to 
move through that depot channel. 

Mr. Lanrarr. It is just a sort of control point? 

Colonel Coats. Yes, sir. 

Mr. Brownson. And you would be asking the Field Army to take 
over a function for which it is not equipped there? 

Colonel Coats. That is another point. The Army then, if they 
wanted to withdraw from an area, would have to give consideration to 
getting those supplies out of there first. 


HANDLING OF STOCK CONTROL INFORMATION 


Mr. Meaver. Did I understand that the stock control information 
comes back to the Pentagon ? 

Colonel Coats. It comes to the central stock control point for each 
technical service in the form of raw reporting information. In other 
words, exactly as you see it now, the central stock control point in the 
theater for the Quartermaster, Ordnance, Signal, or Medical, summar- 
izes that information and sends it to the chief of the technical service 
in the form of supply control studies, and after his review G4 in the 
Pentagon does get the supply control study. Each one of the items 
that he is required formally to study includes all of this information 
about the projected requirements and some of the factors that are used 
in arriving at the total requirement. 

_Mr. Meaper. In other words, now you have at the Pentagon world- 
wide information on stocks of various items; is that true? 

Colonel Coars. Yes, sir. And there again on a limited number of 
items. But we have at the agency which controls the requirement for 
the Pentagon that information. 

Mr. Meaver. That was not true during World War IT: was it? 

Colonel Coats. No, sir. The major improvement in this program 
we are pressing now just as hard as we can press.on the overseas com- 
mand is to include these advanced depots, their stock position, and 
their transaction action in the theater consideration. Initially, in the 
system I mentioned, we get a reduction in the stocks in the overseas 
theater through this improved program. That is the manner in which 
we will get a reduction in stocks, not by reducing the 60-day stock 
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objective, which we feel is very low right now, but by requiring com- 
mand cognizance of that objective in estimating on the stocks within 
the theater. 

Mr. Bonner. Does that conclude your statement ? 

Colonel Coats. Yes. 

Mr. Bonner. Thank you very much. 

Colonel Coats. Thank you very much, sir. 

Mr. Bropsxy. That is all we have this morning. 

Mr. Bonner. Thank you, Colonel. We appreciate your statement 
very much. It has been most interesting. 

(The subcommittee thereupon went into executive session, at the 
conclusion of which an adjournment was taken until Thursday, Octo- 
ber 18, 1951, at 10 a. m.) 

(Materials, relating to overseas surplus property and scrap, sub- 
mitted to the subcommittee follows :) 


OFFICE MEMORANDUM 


UNITED STATES GOVERNMENT, 

October 2, 1951. 
To: Mr. H. Roback, 
From: McRobinson. MB. 
Subject: Korean battlefield scrap. 

The attached copy of an M-B letter explains the situation on ownership ot 
Korean battlefield scrap. 
M. C. R. 


AvuGUST 22, 1951. 
Mr. CLAY BEDFORD, 
Assistant to the Director, 
Office of Defense Mobilization, Executive Office of the President. 

Dear CiAy: As stated in Senator Ferguson’s letter of July 26, 1951, to Mr. 
Wilson, there was a question as to ownership of battlefield scrap in Korea. 

The Department of the Army, however, with the concurrence of the State 
Department, has now decided to dispose of all Korean scrap which is evolved 
from equipment used by United States forces, or which is not identifiable as to 
source. Scrap which is identified as evolving from equipment used by U. N. 
forces other than United States forces, will be disposed of in whatever manner 
is desired by the using force, including disposal action by the Commander in 
Chief, Far East, acting as agent. It is estimated that the tonnage of this identi- 
fiable scrap will be minor in relation to the total tonnage disposed by United 
States forces. 

Any future claims of participating countries for credits as a result of Army 
disposal of nonidentifiable scrap will be considered under the provisions of a 
suitable clause to be included in the intergovernmental agreements covering 
the Korean operation and which are now being formalized. The proposed clause 
states that— 


“The obligation of the Government of ___-_----------- , as described under this 
article, shall be subject to an adjustment in consideration of United States 
credits accruing in favor of the Government of ~--------------- or any charges 
of the Government of ~-.------------- against the Government of the United 


States arising as a result of the Korean operations.” 

A survey team consisting of four civilians from industry, serving as con- 
sultants to the Emergency Procurement Service of GSA, and two members of 
the Munitions Board staff departed for Japan and Korea on August 10, 1951. 
This team will investigate all the problems pertaining to the possible purchase 
of Government of Korea-owned scrap and shipment to the United States of it 
and such battlefield scrap as may be gathered. This survey should produce 
some definite action or recommendations within a few weeks. 

I trust that this information will be of service to you in replying to Senator 
Ferguson’s letter, which is returned herewith. 

Sincerely yours, 
J.D. SMALL, Chairman. 
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DEPARTMENT OF STATE, 
Washington, October 3, 1951. 
Mr. HERBERT RoOBACK, 
Staff Director, House Subcommittee on Evecutive 
and Legislative Reorganization, 
House of Representatives, Washington, D. C. 

My Dear Mr. Ropack: Reference is made to recent conversations which you 
have had with my secretary and with Mr. Meigs of this staff in which you re- 
quested information and certain material pertaining to the disposal of surplus 
property abroad. 

I am enclosing herewith for your use and files the following material: 

1. Copy of booklet entitled “Legislation, Regulations, and Orders Pertain- 
ing to koreigu Surplus Disposals,” December 1946, printed by the Depart- 
ment of State, Office of the Foreign Liquidation Commissioner. 

2. Copy of letter of January 4. 1950, concerning surplus property disposal 
under Public Law 152, Eighty-first Congress, from the Department of State 
to executive agencies and departments. 

3. Copy of letter of August 15, 1950, from the Department of State to 
certain executive agencies and departments. 

4. Copy of letter of October 25, 1950, from the Department of State to 
certain executive agencies and departments. 

5. Copy of letter of March 8, 1951, from the Department of State to certain 
executive agencies and departments. 

You will recall that, under covering letter of September 26, 1951, there wer+ 
sent to you copies of the 14 reports to Congress made by the Office of the Foreigy 
Liquidation Commissioner on foreign surplus disposal. 

Since, upon the termination of the Office of the Foreign Liquidation Com- 
missioner, only one set of operating directives of that Office was retained, I am 
not able to fulfill your request for a set of these. The record set is retained in 
this office, however, and I shall be glad to make it available to you here at your 
convenience. 

Only one of the two reports about which you inquired has been leeated. I 
understand that a copy of the Preliminary Report of the Advisory Committee on 
Foreign Disposal of Surplus Property, Foreign Economic Administration, May 
12, 1944, is on file in the library of the Bureau of the Budget. I suggest that you 
might find a copy of the other report, that of August 1944, either in the files 
of the General Services Administration or the National Archives. 

Should other questions concerning this matter arise, I shall be glad to discuss 
them with you. 

Sincerely yours, 

F. T. Murpuy, 
Chief, Lend-Lease and Surplus Property Staff. 


DEPARTMENT OF STATE, 
Washington, January 4, 1950. 


reo 


My Dear Mr. ————: ‘The transfer, effected by title IV of Public Law 152, ap- 
proved June 30, 1949, of the function of disposal of foreign excess property from 
the Department of State to each executive agency having such property has given 
rise to a number of informal inquiries as to procedure and policy. Various 
agencies have indicated particular concern regarding the implementation of the 
provision in section 401 of Public Law 152 requiring conformance to the foreign 
policy of the United States in the eonduct of future disposal transactions. 

Although it is scarcely possible to anticipate all matters arising in the conduct 
of disposals in foreign areas which may relate to foreign policy and which may 
be the subject of future inquiries and coordination, a review of disposal oper 
ations previously conducted by the Department of State has served to suggest 
certain procedures which will assist in the integration of disposal operations 
with the general policies of this Government in particular foreign countries. 

In order that the comments and suggestions of this Department may be mate 
with respect to proposed sales, it is desired that disposal plans inelutin: if 
possible the names of prospective purchasers, involving the proposed sale of 
property with a total acquisition cost of $250,000 or more be reported to this 
Department or to the United States diplomatic mission in the country 01 
countries concerned, It is not intended, of course, that the Department or tiie 
diplomatic missions should be concerned with determinations of the value of 
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items to be disposed of. Receipt of such plans prior to conclusion of sales, will, 
however, afford opportunity for consideration of possible foreign policy aspects 
and for transmittal to the disposal agency of any views on such aspects, together 
with any available information regarding particular purchasers or other matters 
which may be helpful in concluding a sale. While disposals involving property 
having a total acquisition cost of less than $250,000 need not be reported in ad- 
vance to this Department or to the diplomatic mission, any such sales involving 
property of a total acquisition cost in excess of $50,000 should be reported after 
completion. It would appear that reports on a quarterly basis would be adequate. 
However, it is desirable that all sales, regardless of the total acquisition cost 
of property involved, which the representatives of the disposal agency believe 
might have a significant effect on the economic or political situation in a par- 
ticular area be discussed with this Department or with the appropriate diplo- 
matic mission before the sale is made. 

As you know, certain cutegories of property, such as arms and munitions, as 
defined in Presidential Proclamation 2776, effective April 15, 1948, are subject 
to restrictions as to disposal. It is believed that existing control and clearance 
procedures, requiring advance approval from this Department for the sale of 
all nondemilitarized and some demilitarized articles, are adequate to insure 
implementation of our Government’s policy in this respect. 

It is the understanding of the Department of State that executive agencies 
contemplating disposal of foreign excess property on monetary terms other than 
cash payment in United States dollars will act only in conformity with policies 
established by the National Advisory Council for International Monetary and 
Financial Problems as set forth in its action No. 357 dated October 4, 1949, 
subject: Financial Terms for Sales of Foreign Excess Property. If the disposal 
of such property is to be made for foreign currencies or dollar credits, as pro- 
viced in se tion 402 (b) of Pub'ic Law 152, in amounts exceeding the equivalent 
of $0,000, the Department of State desires to be informed in order that con- 
sideration may be given to the possibility of using the benefits received for 
educational or building programs and other governmental expenses pursuant to 
section 401 (b). 

Most foreign governments have indicated that they wish to be consulted before 
United States Government property is disposed of in their countries. Moreover, 
it will be appreciated that matters concerning customs duties and taxes or simi- 
lar charges may require prior agreement with the foreign government involved. 
This Department and its diplomatic and consular missions will be glad to advise 
in regard to these problems. 

In order to assure that foreign-disposal operations are consistent with foreign 
policies of the United States, it is necessary that the agencies having disposal 
responsibility maintain close contact and cooperation with the Department of 
State both in Washington and abroad. This Department encourages the discus- 
sion of special procedures to be adopted with respect to unusual situations that 
may arise in various areas. 

The Department of State has designated Mr. Francis T. Murphy, Chief of its 
Lend-Lease and Surplus Property staff, to discuss with representatives of other 
executive agencies methods and procedures for putting into effect the provisions 
of title IV of Publie Law 152. 

Sincerely yours, 



























—— =_ = F 







~~ 







_— 




















,ceTelClUhRrrlhlULhhC™d 


List oF ADDRESSES, LETTER DATED JANUARY 4, 1950, From DEPARTMENT OF STATE 





Hon. Maurice J. Tobin, Secretary of Labor 

Hon. Charles Sawyer, Secretary of Commerce 

Hon. Charles F. Brannan, Secretary of Agriculture 

Hon. Oscar L. Chapman, Secretary of the Interior 

Hon. Jesse M. Donaldson, Postmaster General 

Hon. J. Howard McGrath, Attorney General 

Hon. Louis A. Johnson, Secretary of Defense 

Hon. John W. Snyder, Secretary of the Treasury 

Hon. Paul G. Hoffman, Administrator for Economie Cooperation 

Hon. Carl R. Gray, Jr., Administrator of Veterans’ Affairs 

Hon. Harley Hise, Chairman, Reconstruction Finance Corporation 

Hon. David EF. Lilienthal, Chairman, Atomic Energy Commission 

Maj. Gen. Philip Fleming, United States Army, Chairman, United States Maritime 
Cominission 
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Hon. James M. Henderson, Administrator, Philippine Alien Property Admin- 
istration 

Hon. Tighe E. Woods, Housing Expediter, Office of the Housing Expediter 

Maj. Gen. Lewis B. Hershey, United States Army, Director, Selective Service 
System 

Hon. James W. Greenwood, Jr., Director, Federal Mediation and Conciliation 
Service 

Hon. Raymond M. Foley, Housing and Home Finance Administrator, Housing 
and Home Finance Agency 

Hon. Oscar R. Ewing, Federal Security Administrator, Federal Security Agency 

Hon. Jesse Larson, General Services Administrator, General Services Admin- 

istration 


(This letter was sent to ECA, Treasury, GSA, Agriculture, Justice, Commerce, 
and Defense:) 
Avoust 15, 1950. 

The Secretary of State requests the Secretary of Defense to refer to the 
Department of State’s letter of January 4, 1950, concerning United States foreign 
policy in connection with title IV of Public Law 152, Eighty-first Congress, and 
in particular to the sixth paragraph of that letter which mentions customs 
duties and taxes or similar charges which may be levied by foreign governments 
against foreign excess property sold within their jurisdictions, 

This Department has recently received from the American Embassy in Bagh- 
dad a translation of an Iraqi law which levies a duty of 11144 percent of the 
value of goods sold by the British or American Governments, This levy is placed 
upon the seller. Other countries may have in existence or may enact similar 
laws. 

Attention is directed to this matter since it is felt that the Department of 
Defense may be among the United States Government agencies which will have 
foreign excess property for disposal. It is suggested that the Department of 
Defense may wish to adopt a uniform policy in regard to the handling of 
customs duties or taxes which may be assessed against Sales of foreign excess 
property. Since section 403 of Public Law 152 provides that the proceeds from 
the sale of foreign excess property shall be deposited in the Treasury as mis- 
cellaneous receipts and makes no provision for payments of any sort out of 
these proceeds, it is thought that the Department of Defense may wish to 
include a clause in sales contracts which will place the obligation to pay customs 
duties and taxes upon the purchaser. It is suggested that such a clause could 
provide either that the purchaser pay all such duties or taxes and furnish the 
United States selling agency copies of his receipts prior to release of the property 
to his possession or provide that the United States agency collect from the buyer 
and turn over the duties or taxes to the foreign government. Since the law of 
each country in which foreign excess property is sold will regulate the assess- 
ment and collection of duties or taxes it will be advisable to consult with the 
United States diplomatic or consular mission in the area in which sales are 
made and through the mission make appropriate arrangements with the foreign 
government concerned. 

(This letter was sent to ECA, Treasury, GSA, Agriculture, Justice, Commerce, 
and Defense:) 

OCTOBER 25, 1950. 

The Secretary of State requests the Secretary of Defense to refer to the De- 
partment of State’s letter of January 4, 1950, concerning United States foreign 
policy in connection with title IV, Public Law 152, Eighty-first Congress, and 
to the Department of State’s letter of August 15, 1950, concerning customs duties 
and taxes or similar charges which may be levied by foreign governments against 
foreign excess property sold within their jurisdiction. 

In the letter of second reference two alternatives were suggested as a means 
of securing payment by the purchaser of the appropriate customs duties or taxes. 
The second of these alternatives was “that the United States agency collect 
from the buyer and turn over the duties or taxes to the foreign government.” 
In the event that this alternative is adopted by United States executive agencies 
disposing of foreign excess property it is requested that accounting for the col- 
lection of duties or taxes owing to the foreign government concerned be coordi- 
nated through the disbursing officer of the nearest United States mission. 
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(This letter was sent to ECA, Treasury, GSA, Agriculture, Justice, Commerce, 
and Defense :) 

Marcu 8, 1951. 
Hon. GeorGE C. MARSHALL, 
Secretary of Defense. 

My Dear Mr. SECRETARY: I refer to the Department of State’s letter of 
January 4, 1950, concerning United States foreign policy in connection with 
title IV, Public Law 152, Eighty-first Congress, specifically to the fifth paragraph 
of that letter which states the understanding of the Department of State that 
executive agencies contemplating disposal of foreign excess property on mone- 
tary terms other than cash payment in United States dollars will act only in 
conformity with policies established by the National Advisory Council for Inter- 
national Monetary and Financial Problems as set forth in its action No. 357 dated 
October 4, 1949, subject: Financial Terms for Sales of Foreign Excess Property. 

That action provides that sales for foreign currencies may be effected in such 
amounts and under such conditions as are deemed appropriate by the Depart- 
ments of State and Treasury. 

Experience indicates that the majority of cases presented to the Departments 
of State and Treasury for consideration under this action concern sales of 
small monetary value and it has been usually found appropriate to accept foreign 
currencies in payment for these small sales. The Department of State, therefore, 
authorizes the Department of Defense, without further consultation with the 
Department of State, to accept foreign currencies in payment for foreign excess 
property in individual transactions in which the foreign currency accepted does 
not exceed the equivalent of $5,000. When considered necessary or desirable, 
assurances should be obtained from the appropriate foreign exchange authority 
of the country whose currency is to be accepted that such currency may be used 
in payment of any or all United States Government expenditures in that coun- 
try. The Department of Defense should, moreover, accept foreign currencies 
only when it is satisfied that it is not feasible or to the advantage of the United 
States to obtain United States dollars in payment for the property to be dis- 
posed of and that it is not practical to ship the property to a country where 
United States dollars or a convertible foreign currency may be obtained. 

The foregoing authorization, however, does not apply to the acceptance of 
currencies of (1) countries occupied by United States forces, (2) countries whose 
assets in this country are blocked under Treasury regulations, and (3) coun- 
tries with which the United States does not maintain diplomatic relations. 

It is understood that the Treasury Department will also advise the interested 
departments and agencies of this Government that it has established a corre- 
sponding maximum for receipts of foreign currency from the sale of foreign 
excess property which need not be referred to that Department for prior approval. 

Funds received from the sale of foreign excess property as authorized by this 
letter should: be handled in accordance with the existing procedures of the 
Treasury Department. 

Sincerely yours, 
Harorp F. LInper, 
Deputy Assistant Secretary for Economic Affairs 
(For the Acting Secretary of State). 


DEPARTMENT OF STATE, 
Washington, October —, 1951. 
Mr. HERBERT RoBack, 
House Committee on Expenditures in the Executive Departments, 
House Office Building, Washington, D. C. 

Dear Mr. Rosack: Enclosed is a copy of ISAC document D-23, Approved Policy 
on Redistributable and Excess MDAP Property, which Mr. Dreany of this office 
asked me to send you. Please note that this document is classified “confidential” 
and therefore should not be released publicly without further reference to the 
executive branch. 


Sincerely yours, 
FRANK C. CoLcorp, 


Staff Assistant to the Director, International Security Affairs. 


94756—52——_14 
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ISAO D-23 
AvaeustT 21, 1951. 






INTERNATIONAL SECURITY AFFAIRS COMMITTEE 









APPKOVED POLICY ON REDISTRIBUTABLE AND EXCESS MDAP PROPERTY 





ISAC agencies have approved the recommendation in the attached paper re- 
garding the policy statement in attachment A; and the undertaking by the De- 
partment of State to negotiate the agreements required. 


JoHN F. HicKMAN, Secretary. 


Problem.—To establish a United States policy position for the guidance of 
negotiations with foreign governments concerning the disposal of redistributable 
and excess MDAP property. 

Background.—Agreement has been reached with substantially all recipient 
countries regarding the return to the United States of equipment found unusable 
for such reasons as changes in requirements and packing errors. However, other 
problems of substantial size, such as tank treads and airplane engines surplus 
to Turkish needs and propeller-driven aircraft to be phased out as jet aircraft 
are furnished to Italy make a determination of over-all United States policy and 
subsequent negotiation of agreements with recipient Countries necessary. 

Discussion.—The attached paper was originally prepared in the Department 
of Defense, has been modified in minor respects by S/ISA which now concurs, 
as does ECA. It has also been concurred in by Mr. Vigderman of the Legal Advis- 
ers Office. After approval! as United States policy, it will be necessary that agree- 
ment of the foreign governments be negotiated. 

Recommendations.—It is recommended that the attached paper entitled “Dis- 
posal of Redistributable and Excess MDAP Property” be approved as ISAC policy 
and that the Department of State negotiate the agreem‘ nis requ red. . 

Attachment A.—Proposed policy statement on disposal of redistributable and 
excess MDAP property. 

Attachment B—Memorandum from General Scott to Mr. Cabot, Proposed ISAC 
Policy Governing Disposal of Redistributable and Excess MDAP Property. 




























ATTACHMENT A 






DISPOSAL OF REDISTRIBUTABLE AND ExcesS MDAP PrRopERTY 





I. INTRODUCTION 













A. Equipment and matériel furnished by the United States to other countries 
under the Mutual Defense Assistance Act of 1949, as amended, may become excess 
to the needs of the recipient countries. Although an item may become excess to 
the requirements of one recipient country, it may be needed by another country 
or be required by the United States. It is the purpose of this paper to prescribe 
the conditions under which, and establish procedures through which, such excess 
MDAP matériel may be redistributed or disposition thereof be made in accord- 
ance with existing laws. 

B. The provisions of this paper do not apply to materials, production equip- 
ment, and components which have been furnished European NAT countries in 
direct support of military production programs from appropriated MDA funds 
allocated to ECA. Such material is identical in nature to that furnished under 
ECA appropriations as economic aid. Consequently its separate identification 
and treatment is considered to be administratively impossible. As a matter of 
pol'cy, such material, components, and production equipment should he consid 
ered for the purposes of this paper in the same category as any other aid fur- 
nished by ECA in direct support of the recipient country’s defense efforts. 

















II 









A. DEFINITIONS 










Fer the purpose of this paper— 
1. The term “MDAP property” means and includes any and all equipment, 
supplies, and/or matériel provided by the Government of the United States with 
appropriated funds made available under the provisions of the Mutual Defense 
Assistance Act, as amended (MDAA) (Public Law 329, 81st Cong.) and an act 
to provide assistance to Greece and Turkey (Public Law 75, 80th Cong.), except 
that described in paragraph IB. 
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2. The term “redistributable MDAP property” means MDAP property which 
is reported to the United States by a recipient country as being no longer required 
in the furtherance of the MDA program for that country. 

8. The term “Department of Defense agency” means the Departments of the 
Army, Navy, and Air Force and the Office of the Secretary of Defense and its 
associated agencies. 

Rh. REFERENCES 


1. Public Law 152, Kighty-first Congress. 

2. Department of Defense Memorandum, dated March 14, 1951, subject: De- 
partment of Defense Conservation, Utilization, and Disposal Policy. 

3. FMACC D-9/7, dated April 24, 1950. 


Ill, DETERMINATION OF REDISTRIBUTABLE MDAP PROPERTY 


A. MDAP property in the custody of a Department of Defense agency, which 
is reported by the intended recipient foreign government as being no longer re- 
quired in the furtherance of the MDA program for that country, shall be deter- 
mined redistributable. 

B. MDAP property, title and custody of which is in a recipient government, is 
reported by the recipient government to its Military Assistance Advisory Group 
(MAAG) as no longer required in the furtherance of its MDA program shall be 
determined redistributable. 


IV. DISPOSITION OF REDISTRIBUTABLE MDAP PROPERTY 


A. When in the custody of a Department of Defense agency, such property 
shall be diverted from the countiy program under which it became redis- 
tributable, and shall be retained by that agency for distribution in accordance 
with established priorities. 

B. When in the custody of a recipient government, title having passed to that 
yovernment: 

1. Title to such property shall revert to the United States Government either 
for transfer to a third country, or for other disposition without credit to the 
MDA program of the recipient country. In the case of countries included in dif- 
ferent titles of the MDA, appropriate adjustments in appropriation accounts 
will be made. 

2. Such property, when transferred to a MAAG for return to Department of 
}befense stocks for MDAP account, will be delivered to the MAAG tree alongside 
ship in case ocean shipment is required or delivered free on board inland carrier 
at shipp'ng point designated by the MAAG in event ocean shipping is not re- 
quired. In either case all other PH&T costs incurred in both the initial and 
return shipments will be charged to the MDA appropriation under the program 
of the recipient country. 

3. Where shipment to another foreign government is directed by the Depart- 
ment of Defense, section IX of FMACC D-9/7 shall be applicable. PH&T costs 
incurred in shipment of the property to the original recipient will remain charged 
against the MDA appropriation under the program of the original recipient. 

C. Redistributable MDAP property which cannot be disposed of in accordance 
with A or B above shall be determined excess MDAP property. 


V. DISPOSITION OF EXCESS MDAP PROPERTY 


Disposition of excess MDAP property in the custody of a Department of De- 
fense agency shall be in accordance with Department of Defense memorandum, 
Department of Defense Conservation, Utilization and Disposal Policy, dated 
Mareh 14, 1951. 

VI. GENERAL PROVISIONS 


Disposition of MDAP property in the custody of a recipient foreign govern- 
ment title having passed to that government, and not acceptable by the United 
States as redistributable MDAP property, will be agreed between the United 
States and the government concerned, subject to the following conditions: 

A. Disposal will be made in such a maner as will preciude direct or indirect 
export to the U. R. or any of its satellite countries, including Communist 
(hina and Communist North Korea. 
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B. Salvage and scrap containing appreciable quantities of recoverable strategic 
or critical materials, as indicated on an MDAP salvage list to be published from 
time to time by the Munitions Board (Department of Defense) with the approval 
of ISAC shall be returned to the United States. 

C. Salvage and scrap, when disposed of within the recipient countries, will be 
channeled to support the defense program of that country or friendly countries. 


ATTACHMENT B 
Ave@ust 2, 1951. 


MEMORANDUM FOR THE DIRECTOR, INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 
OF STATE 


Subject: Proposed ISAC policy governing disposal of redistributable and excess 
MDAP property. 


1. Reference your memorandum, same subject, dated July 2, 1951, the Mutual 
Defense Assistance Act of 1949, as amended, stipulates in section 408 (f) that 
equipment or matériel procured to carry out the purpose of title I of the act may 
be retained by or for the use by departments or agencies of the United States 
under certain conditions with the approval of the President or on congressionu: 
direction. In addition, each allocation of funds to the Department of Defense 
stipulates that, “if military considerations make necessary the diversiou of 
matériel charged to MDAP appropriations, the charges must be maintained and 
MDAP supply action effected by immediate allocation, without further charge, of 
equivalent items from procurement effected for other United States military 
purposes. Matériel to be substituted for diverted items then will be shown on 
MDAP supply reports, as due to be delivered for MDAP program requirements, 
in quantities, types, and condition, equivalent to that of the diverted matériel. 
No charges for such diversions, or for the replacement procurement, may be 
made to MDAP appropriations other than as were provided for in commitments 
or obligations effected at the time diversion occurred. However, when superior 
items are to be substituted, in accordance with FMACC D-9, appropriate addi- 
tional item charges may be made to MDAP appropriations.” 

2. The addition of paragraph B to section I and the minor changes to para- 
graphs B1 and 2 of section IV and paragraph 2 of section VI are acceptable to the 
Department of Defense. It is suggested, however, that the enumeration of 
paragraphs in section VI be by letter rather than number in order to preserve 
continuity of format. 

3. (a) The MAAGs are responsible for screening requirements and supervi- 
sion of maintenance and use, in an advisory capacity, of matériel furnished under 
the MDAP and, consequently, can be expected to report, through military chan- 
nels, redistributable matériel observed. Due to the limited staff of the various 
MAAGs, we must rely on the recipient governments to provide information relat- 
ing to stocks on hand and the condition thereof. Furthermore, there is a distinct 
possibility that redistributable matériel will be in the hands of the recipient 
governments after the MAAGs’ missions have been completed. 

(b) The proposed policy, when approved and published, will be disseminated 
to all MAAGs and to various Department of Defense agencies for their guidance. 
Due to the fact that possession is in the foreign governments and the items and 
quantities procured are to meet the deficiencies of those governments, it is con- 
sidered essential that policy guidance given the United States agencies specify 
the source of the impetus for determination of excesses. In this instance, it is 
believed to be properly the responsibility of the recipient countries. 

4. In view of paragraph 3 above, the Department of Defense does not concur 
in the proposed revision of paragraph A2 of section II and paragraphs A and B 
of section III but recommends ISAC approval of those paragraphs as stated in 
the draft forwarded under cover of my memorandum, same subject, dated 


May 29, 1951. ‘ 
(Signed) Prrer C. Harns 3d, 
S. L 


Major General, United States Army, 
Director, Office of Military Assistance. 
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FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


THURSDAY, OCTOBER 18, 1951 


Hovst or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DreparTMENTs, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 1015, New House 
Office Building, Hon. Herbert C. Bonner, chairman of the subcom- 
mittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Charles B. Brownson, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member; 
and Ray Ward, Bureau of the Budget. 

Mr. Bonner. Mr. Brodsky, will you present the gentlemen who 
will appear today? 

Mr. Bropsxy. Mr. Chairman, for this morning’s session we have 
arranged to have a briefing by the Air Force and by the Navy. We 
have also arranged, at approximately 11 o’clock, to have a meeting 
with Generals Reber and Fenn, of the Army, and possibly Admiral 
Hauser of the Navy. With your permission I would like to ask that 
the 11 o’clock meeting be in executive session. 

Mr. Bonnnur. All right. 

Mr. Bropsky. The first presentation will be made by Colonel 
McCawley of the Air Force, who will in turn introduce other Air Force 
speakers to speak about the Air Force supply system and the Air 
Force bases. 


STATEMENT OF COL. JOHN C. McCAWLEY, MATERIAL PROGRAM 
CONTROL OFFICE, OFFICE OF THE DEPUTY CHIEF OF STAFF 
(MATERIEL), UNITED STATES AIR FORCE 


Colonel McCawtey. Mr. Chairman, we have this morning a 
brief presentation of the Air Force supply system slanted particularly 
toward the overseas, in view of your pending trip. 

There are six particular points I would like to emphasize, on which 
this supply system is based. 

First is the complete undivided responsibility and authority at all 
levels of command. 

Second is the control over all assets in the Air Force. You will 
find that we get reports even from the lowest unit. 


Norr.—Asterisks denote classified material deleted for security reasons. 
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Third is the minimum pipeline and stockage objectives. I think 
you are particularly interested in that. 

Fourth, utilization of reparable assets to the maximum extent 
feasible to meet all of our program. That includes not only reparable 
assets but also the use of any surplus that might be declared; and | 
know the committee is particularly interested in that, too. 

Fifth, item and case control of overseas shipments. That is a very 
interesting device we have so that the overseas commander knows 
exactly what is coming over to him. In the event there is a ship 
sunk, we can replace the items on the ship with a minimum loss of 
time. That would be an interesting procedure for the subcommittee 
to look into as it goes around. 

Sixth, sound management programs. 

This morning we have a presentation of about 30 minutes, going 
into the existing Air Force supply system. The presentation is not 
quite as formidable as it looks from these charts. Major Steelnack 
will give that presentation. 

I would like to suggest, Mr. Chairman, that this presentation would 
go off more smoothly and quickly if we ask that you reserve questions 
until after the presentation. 

Mr. Bonner. Yes. 

Colonel McCawtey. Major Steelnack. 


STATEMENT OF MAJ. E. H. STEELNACK, MANAGEMENT BRANCH, 
PROGRAMS CONTROL GROUP, DIRECTORATE OF SUPPLY AND 
SERVICES, DEPUTY CHIEF OF STAFF (MATERIEL), UNITED 
STATES AIR FORCE 


Major Srretnack. The Air Force has developed a sound, con- 
trolled, efficient, and effective supply system. In the design and 
operation of that supply system we have used the experiences of big 
businessmen and the aggressiveness of our officer and civilian per- 
sonnel. This system is geared to cope with the accelerated pace of 
this current national emergency and with the future technical growth 
of air power. 

The Air Force supply system is basically the same supply system 
which is used by civilian industry to get its products into the hands of 
the ultimate consumers. Its evolution parallels the development and 
employment of the airplane as a tactical weapon and as a transpor- 
tation vehicle for the movement of men and matériel. As the air- 
plane came into its own the responsibility for supply and maintenance 
of parts peculiar to aircraft was gradually transferred to Air Force 
commanders, until full and complete responsibility for the duties re- 
lating to the management of parts peculiar for aircraft were an in- 
te al part of command responsibility. 

Inder the Chief, Air Corps, and later the Commanding General, 
Army Air Force, this parts-peculiar concept matured. Air depots 
were constructed for the storage and distribution of parts peculiar 
to aircraft and at base level Air Corps warehouses appeared side-by- 
side with Army Technical Service Force warehouses. 

In 1944 the Air Force published TM38-410, which was the Army 
Air Force Base Supply Procedure Manual. Its counterpart was 
TM38-403, the Army’s Station Supply Procedure Manual. One 
supply system for all supplies, both Army and Air came into being. 
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Centralized control of all supplies for both the Army and Air was 
established under the direction of one base supply officer. 

World War II proved the soundness of this centrally controlled 
matériel system for aircraft and related property and supplies which 
had been years in the embryonic stage of development. 

In 1948 Air Force Manual 67-1, the United States Air Force Supply 
Manual, was published, which completed the establishment of an in- 
tegrated supply system for the Department of the Air Force at base 
and depot level world-wide. 

Our operations during the Berlin airlift and our present opera- 
tions in Korea, as you will see, have again proved the soundness of 
this centrally controlled matériel system. 

Since the end of World War II the Air Force has adopted a new 
concept in its distribution of supplies, called the zonal concept. Be- 
fore we get into that we would like to review briefly and keep before 
you the six basic concepts on which the Air Force’s supply system is 
founded. 


SIX BASIC CONCEPTS IN AIR FORCE SUPPLY SYSTEM 


The first, as Colonel McCawley told you, is undivided responsibility 
and authority for supply management at all levels of command. 
Under the Secretary of the Air Force there is an Assistant Secretary 
of the Air Force in charge of matériel affairs. Under the Chief of 
Staff of the Air Force there is a Deputy Chief of Staff in Charge of 
Matériel, who has reporting to him a Director of Supply and Services. 
These three agencies are primarily staff agencies in the Pentagon. 
Our operating agency is under the direction of the Commanding 
General of the Supply Division of the Air Matériel Command at 
Dayton, Ohio. Within each air matériel area in the United States 
there is a director of supply. Within each major Air Force command 
there is a chief of who reports on supply matters to the major 
commander. Of course, at base level we have the one base supply 
officer responsible for all supply at that base. 

The second concept is control over all assets in the Air Force, 
world-wide, with item reporting from the lowest echelon. 

_ The third basic concept is minimum pipeline and stockage objec- 
tives. 

The fourth basic concept is utilization of reparable assets to the 
maximum extent feasible to meet current and future programs. 

Our fifth basic concept is the item and case control of overseas 
shipments. 

Our sixth basic concept is sound management programs. We will 
show you each of these concepts and how it operates in our supply 
system. 

ZONAL ORGANIZATION OF AIR FORCE SUPPLY 


Since the end of World War II the Air Force has adopted a new 
concept in the distribution of its supplies, called the zonal concept. 
Under this new concept for supplies our maintenance operations in 
the continental United States are divided into two integrated and 
complete east and west zones. Each zone carries a complete stock 
of all Air Force property classes, divided between the zones on an 
equitable basis, using aircraft population, vehicle population, or troop 
strength as applicable for that basis of distribution. 
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There are 56 Air Force property classes divided into 242 subclasses 
of property. One subclass is stored and distributed by only two 
depots in the United States, one depot in each zone. 

This zonal system was designed to provide greater efficiency in the 
handling and shipping of supplies, to provide more effective and 
faster distribution, to eliminate paper work, and to make greater 
utilization of manpower and facilities, and to improve maintenance 
and transportation operations. Simultaneously we have special 
functions, such as expediting from the contractor or the manufac- 
turer; and the distribution operations, which previously had been 
performed by the Supply Division of the Air Matériel Command in 
Dayton, Ohio, has been decentralized to various field organizations. 
Decentralization of operational functions from this headquarters 
relieves the Supply Division of the Air Matériel Command of many 
details incident to the distribution of supplies, and enables that head- 
quarters to devote its resources to administration, planning, and 
computation of requirements for the United States Air Force logistical 
support. 

AIR FORCE MATERIEL AREAS AND DEPOT SYSTEM 


States within each zone are grouped into what are called air ma- 
tériel areas. Within each air matériel area there is a headquarters 
established for that geographic area. This headquarters provides 
supply and maintenance technical assistance to all Air Force bases 
within the geographic area. : 

There are eight air matériel areas in the United States, three in 
the east zone and five in the west zone. The headquarters of each 
of these in the east zone are located at Middletown, Pa.; Warner 
Robins, Ga.; and Mobile, Ala. In the west zone the headquarters 
are located at Oklahoma City, Okla.; Ogden, Utah; Sacramento and 
San Bernardino, Calif.; and at San Antonio, Tex. 

There are 16 depots in the United States. Eight of these depots 
are located on the same bases as are the headquarters of those air 
matériel areas. In general these are large installations and contain 
complete supply and maintenance facilities, including overhaul facil- 
ties for reparable property. The eight remaining depots are primarily 
supply-distribution depots. 

We said that each depot is known as a zonal depot, in that it is 
responsible for the distribution of one specific subclass of property 
to all Air Force bases within its zone. For example, as to the United 
States B-26 aircraft, the peculiar spares are stored and distributed by 
only two depots, one in the east zone, Warner Robins; and one in the 
west zone, at Ogden. All bases within the west zone requisition their 
B-26 aircraft spares from Ogden, and all bases ship the reparable 
B-26 items to Ogden, where they are overhauled. The same is true 
of the east zone. 

This system lends itself to faster and more effective distribution 
of supplies. 

Maintenance operations are conducted at the same depot as the 
depot that stores the serviceable items and the related bits and pieces 
needed for the overhaul. In each of these two depots, for example, 
supply stores the bits and pieces, reparable items, and_ serviceable 
components needed to overhaul those items. We establish those in 
a holding account and move them directly to maintenance to meet the 
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production schedule of the day and the hour on which they demand 
the items for overhaul. _ 

This parallel operation makes parts readily available, eliminates 
product delays, and enables maintenance to establish long-range pro- 
duction schedules, 


PRIME AND OPPOSITE DEPOTS 


A zonal depot may be designated as either a prime or an opposite 
depot, depending upon its responsibility for a given property class, 
which is over and above a zonal depot’s normal responsibility. This 
is in line with the Air Force policy of decentralizing from the Air 
Matériel Command its operational functions to the zonal depots. 

For B—26 aircraft spares Ogden has been designated the prime depot. 
Ogden has been given responsibility by the Air Matériel Command for 
world-wide distribution of B-26 spares; for procuring B—26 spares from 
the contractor, diverting them while they are en route from the con- 
tractor to a depot, and also for maintaining adequate stocks on hand 
within each zone. 

The opposite depot, of course, is the zonal depot located in the oppo- 
site zone. Warner Robins is then the opposite zone for B—26 aircraft 
spares. It has the same responsibilities as the zonal depot, namely, 
that it ships to all B—26 bases in the zone and accepts its reparable 
items. However, it looks to the prime depot for answers to the ques- 
tions pertaining to the maintenance of stock levels within this zone, 
and it extracts priority requisitions which it cannot supply to the 
prime depot. 

The prime depot can expedite items due from the contractor, or 
divert shipments due in from the contractor to the opposite depot or 
to any base or to the overseas works. In addition, the prime depot 
back orders any items not available pending receipt of information 
from the Procurement Division of the Air Matériel Command in 
Dayton. 

AREA DEPOTS AND MASTER DEPOTS 


There are 13 of the 242 subclasses of property that we call common 
item classes. They are stock items that are commonly used and have 
general application. For example, aircraft hardware, leather, furs, 
chemicals, office supplies, blank forms and publications. Usually all 
the air matériel depots—the ones located on the same base as is this 
headquarters—stock those 13 common items of supply. In addition, 
back-up stocks of those 13 common-item classes are maintained 
at 2 depots in the United States, 1 in each zone. These back-up 
depots are then called master depots. All bases within a given 
geographic area, an air matériel area, requisition their common-item 
classes on that air matériel area except where the master depot is 
located in the same geographic area. All bases then go to the master 
depot. ! 

We will take, for an example, the compressed gases. We have 
the master depot 832 at Topeka, Kans., for the west zone. The 
master depot is Mallory Depot, Memphis, Tenn., for the east zone. 
Under this policy the air matériel depots need look to only one 


1This was true until January 1952, at which time common classes were zonalized on 
the same basis as all other classes. Depots other than those zonalized for certain common 
classes maintain stocks of these items for internal base support only. 
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source of supply in their zone. In the west zone they look to Topeka. 
In the east zone they look to Memphis, Mallory Depot, for their 
supply support of those common items. 

Now let us take a look at how a base obtains its supplies. We 
have selected Rapid City Air Force Base at South Dakota, and will 
trace a requisition from that base. 


METHODS OF OBTAINING AIR FORCE SUPPLIES 


First of all, any Air Force base obtains its supplies in one of three 
ways. It requisitions them on the appropriate depot; it can locally 
purchase those supplies if they are authorized for local purchase: 
or it manufactures its requirements locally depending upon the 
availability of maintenance facilities. 

Rapid City requisitions its peculiar Air Force items of supply on 
the appropriate zonal depots in the west zone. It requisitions its 
common items of supply on Ogden, because Rapid City is in the 
Ogden air matériel area. 

In the Air Force supply system, as in all supply systems, there is 
a requirement to regulate certain items of supply. In the Air Force 
supply system we have two types of regulated items; those that we 
call headquarters-regulated and those that are depot-regulated. 


HEADQUARTERS—REGULATED ITEMS 


Rapid City requisitions its headquarters-regulated items on the 
supply division of the Air Matériel Command at Dayton, Ohio. 
That headquarters controls 3,239 regulated items. You see, that is 
a small number. 

If that headquarters determines that the item is authorized and 
available, it forwards the requisition to the appropriate zonal depot 
in the west zone for shipment to Rapid City. There are some 893 
items of supply that are regulated by headquarters in the Pentagon. 
These items are primarily communications items, radar items, and 
our mock-ups for training devices. Rapid City requisitions those on 
the Air Matériel Command. 

The Air Matériel Command indicates the supply status of the item 
and forwards it to the Pentagon. After approval it is returned to 
the Matériel Command for their information and procurement action. 
They forward it to the appropriate zonal depot in the west zone for 
shipment to Rapid City. 


DEPOT——-REGULATED ITEMS 


The second type of regulated items are those regulated by a depot. 
Rapid City requisitions its depot-regulated items directly on the de- 
pot that regulates those items regardless of the location of that depot. 
If, for example, the depot-regulated item is in one of our zonal depots 
in the west zone, Rapid City requisitions directly on that west zone 
depot. : 

Rowdee: if the item is regulated by a prime depot in the east zone, 
Rapid City requisitions directly on the east zone depot. If the prime 
depot honors their requisition they in turn forward it to the appro- 
priate west zone depot that stores the item for shipment to Rapid 
City. 








FEDERAL SUPPLY MANAGEMENT 197 


The Air Force Supply System requires direct shipment from the 
manufacturer to consuming Air Force bases within the United States, 
or directly to the ports of embarkation for shipment overseas of 
many items. These items, for example, are called TOC. We will 
take a landing gear strut of a B-26, which requires modification to 
make it safe for flying. 


DIRECT SHIPMENTS FROM MANUFACTURER TO CONSUMING BASE 


The manufacturer invariably is directed to ship those items directly 
to the consuming base, or directly to the overseas port, bypassing 
this depot storage channel, with an obvious saving in time and money. 

Rapid City Air Force Base, as all bases world-wide, requisitions its 
supplies on the appropriate depot on a cyclic basis, once every 30 
days. 

Supply and maintenance operations have grown into a far-flung 
system patterned after the commercial concept of the wholesaler, 
retailer and consumer relationships. Matériel is shipped from a 
manufacturer directly to a zonal depot in each zone and from the 
zonal depot in turn to the Air Force base receiving the supplies. 
This concept, then, is the manufacturer to the wholesaler to the 
consumer. The Air Force supply system thus cuts out the middle- 
man. 

Previously specialized depots stocked the entire quantity from the 
manufacturer and distributed that quantity to all depots in the 
United States. In effect this made every one of our depots a general 
depot and meant that supplies had to be-shipped from the manu- 
facturer to the general depot and from the general depot to the 
consuming base. 

Another important aspect of our supply and maintenance system 
is transportation. Our zonal system provides many transportation 
advantages. The routing of specific shipments, for example, from 
the manufacturer to various bases within the United States is so 
directed that we take advantage of expeditious movement and savings 
in time and money. 

The system lends itself to efficient utilization of trunk line air 
support between depots and feeder line air support from the depots 
to the consuming bases within any air matériel area. Efficient utiliza- 
tion of airlift, based on fixed schedules and known workloads, saves 
money, obviously reduces the stock level, and expedites the delivery 
of supplies to the final man who consumes them at base level. 

The Air Force is a global air force, and as such our supply responsi- 
bilities must be geared to meet this global concept. 


OVERSEAS DEPOT SYSTEM OF AIR FORCE 


Overseas there are eight depots. There is a depot in Alaska which 
requisitions its supplies on Sacramento. It receives shipment of 
those supplies by water from either Sacramento or Seattle, water 
ports of embarkation. 

There is a depot in Japan and a depot in Manila. The Manila 
depot is not a huge type supply and maintenance depot such as we 
have here in the States. The Manila depot is what we call a sub- 
depot type of operation. 
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At the same base as the depot in Japan, Tachikawa Air Force 
Base, there is a headquarters of the Air Matériel Command whose 
responsibilities are quite similar to those of a Headquarters Air 
Matériel area. 

* * * * * * * 


The Far East Air Matériel Command consolidates their require- 
ments, forwards their requisitions to Sacramento for direct shipment. 


* * * * e s * 


Hickam Air Force Base in return requisitions its supplies on 
Sacramento, and receives those supplies from the San Francisco 
Port of Embarkation. Within the Atlantic, European, and African 
areas there are five depots. There is a depot in the Northeast Air 
Command, Fort Pepperel, Newfoundland, in support of our Arctic 
sites. There is a depot at Burtonwood, England, in support of the 
Air Force operation in the British Isles. There is an Air Force depot 
in Erding, Germany, in support of the Air Force operation in Ger- 
many. ‘There is the recently activated MDAP depot at Chateroux, 
France, in support, of course, of MDAP operations. 

The latest depot in the Air Force overseas pictures is that depot in 
French Morocco. 

The depots in Newfoundland, England, Germany, and France, and 
our isolated bases of Saudi Arabia, Turkey, and Greece, as well as the 
Azores, requisition their supplies on Newark and receive shipment of 
their supplies from the New York Port of Embarkation. 

~ * - * * * * 


All overseas requisitions are submitted to three overseas shipment 


control activities in the United States, whose function is to monitor 
and control the requisitioning and shipment of all items for overseas. 


HANDLING OF OVERSEAS AIR FORCE REQUISITIONS IN STATES 


Let us trace now an overseas requisition here in the United States. 
In general, requisitions from Alaska, Japan, and the Pacific islands 
will be received at the Sacramento Overseas Shipment Control Depot, 
which is a part of this Sacramento air matériel area. Sacramento in 
turn extracts its requisitions to the appropriate west zone depots for 
shipment, as we will explain in a minute. 

Requisitions from the Atlantic and European area come into 
Newark, the port control depot, and are extracted by Newark to the 
appropriate zonal depots in the east zone for shipment to air and 
water ports which we will designate. 

Requisitions from Africa, Panama, and Puerto Rico come into 
Mobile. We do not show the lines extracting those items to the 
appropriate depots, but they only go to the east zone depots. 

Let us take a look at how the depot ships the items to air and water 
ports overseas. 

Within the east zone a depot ships those items destined for the 
Atlantic, European, or African theater. The depot in the east zone 
ships to the Newark Transport Control Depot for outshipment at 
either Newark or New York Ports of Embarkation, for shipments 
destined for Newfoundland and the Atlantic areas, as well as European 
areas. 
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Shipments by water for the Panama, Puerto Rico and African zones 

move through the New Orleans Port of Embarkation. Air shipments 

overseas move from the zonal depot directly to Westover Air Force 

Base or Brookley Air Force Base, depending upon seasonal ‘and trans- 

' portation loads. 

q Within the west zone a depot ships its overseas requirements if 

_ they are full carload to the San Francisco Port of Embarkation. If 
they are less than carload they are shipped to the Sacramento Over- 
seas Control Depot where they are consolidated for movement to the 
San Francisco port. 

a * 














* * * * R 









Air shipments’ from a zonal depot for overseas move through Travis 
Air Force Base in California, destined for Japan, or through McChord 
Air Force Base, depending on the season. 

Airlift shipments to Alaska are moved from the zonal depot to 
Great Falls, Mont., for Alaska. Over-the-road shipments from the 
west zone depots only are consolidated at Ogden, forwarded to Great 
Falls, and from Great Falls to Dawson Creek, British Columbia, and 
then on up the Alean Highway. 

We have prepared a chart which will indicate generally how com- 
plicated movements of Government matériel are in the United States. 
Generally under the Air Force supply and maintenance system: West 
zone, water, always San Francisco. West zone, air shipments, Travis, 
Calif.,or McChord. West zone air lift to Alaska, Great Falls. Truck 
shipments for over-the-road consolidated at Ogden, moving Great 
Falls-Dawson Creek to Alaska. 

Within the east zone from the depots to Newark for water loading 
at New York or Newark port—they are all part of the port author- 
ity—or to New Orleans Port of Embarkation. Air shipments to 
Brookley or Westover Air Force Base in Massachusetts. 





















EIGHTY-FOUR-AND-ONE-HALF-DAY SUPPLY CYCLE—JAPAN 






Let us look at the time element involved in overseas supply support 
and the routine ordering-shipping time based on averages, which is 
down to 84% days. It should be noted that of this 84}4-day time, the 
ordering time has been reduced to 18 days, as follows: 5% days from 
Tachikawa, Japan, to Sacramento Overseas Shipment Control Depot; 
5 days processing time in Sacramento; 3 days mail time to a zonal 
depot here in the west zone; and 413 days of paper work processing 
time in the zonal depot. 

The last 66% days of this 84%-day cycle represents supplies that 
have been committed to or are actually moving in the pipeline. They 
have been dropped from the stock records after this 44-day processing 
time and are now either in shipping bays or on commercial transporta- 
tion facilities. 

We will show you how we account for those shipments in a few 
minutes. 

The actual 41 days are: 10-, 5-, 18-day MSTS water time, 5% days 
to the water port, and 2% days to Tachikawa. That is reasonably 
fixed and there is not much we can do about reducing that time 

j element of 41 days. 

q This can be compared to a pipeline. A pipeline has length, diam- 

dq eter, a friction factor, and liquids are moved through that pipeline 
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based on the pressure applied to the liquid. The same thing applies 
here. Our pipeline has length, it has diameter, and it has a friction 
factor, and it has pressure. That is this man’s demand for his 
supplies. 

The supply people control only two of these four elements. They 
control the diameter, which is the quantity in that pipeline, and they 
also control the pressure, which is the speed at which the items are 
moved through the system. 

It should be aoted that the average order-shipping time for priority 
requisitions is down to 35 days. \ye have made priority shipments 
from the moment he demanded the item until it was received in 
Tachikawa, Japan, in 15 days. 

* * * We are constantly searching for a means ‘to improve our 
supply system by reducing this pipeline. Obviously a reduction in the 
pipeline saves dollars. 

Let us take a short look at what you will find in Europe. Gener- 
ally our order-shipping time to USAFE is 81 days. 


EIGHTY-ONE-DAY SUPPLY CYCLE—EUROPE 

Our ordering time has been reduced to 22% days from any depot in 
USAFE, such as Erding, Chateroux, or Burtonwood. Ten days’ time 
to Newark; 5 days processing, Newark; 3 days’ time to the zonal depot. 
And 4% days’ processing in the zonal depot. 

The last 58's days of this 81-day. evele are 25% days consolidating 
shipments and taking stock; 10 days of movement to the water port; 
5 days at the port; 14 days en route to the water port overseas; 2 days 
unloading; and 2 days movement to Erding, for example. ‘Those 
represent items, again, that have been committed or that are physically 
moving in the system. Any reduction in this time will, of course, 
reduce the quantity of supplies in the pipe line. 

There are three basic management areas that we constantly 
evaluate in this ordering and shipping cycle. They apply to the 
zone of interior and also to the overseas activities. 

The first management area is the ordering time generally from here 
[indicating] to here [indicating]. The second management area is 
your processing time within the zonal depot. Your third manage- 
ment area is your actual shipment time to receipt at the overseas 
depot. 

Each one of those is constantly being reviewed in order to reduce 
the quantities in the pipe line. The quantities in transit must be 
controlled. 


/ 
2 


AIR FORCE REQUISITIONING METHODS 


The Air Force uses a system of requisitioning, item and case control, 
to know where every item is in this system. Let us select as an over- 
seas depot, Tachikawa, Japan, which requisitions its supplies on 
Sacramento in one of four ways. They send a priority teletype back 
to Sacramento. If teletype facilities are too jammed, as they usually 
are, they prepare a listing of what information is on the teletype, 
mail that listing and the teletype tape airmail to Sacramento. 

Japan also uses electrical accounting machine cards to requisition 
their requirements on Sacramento. These cards and copies of the 
information on the cards are air mailed to Sacramento. 





SET ee oe 


BA arson, 





Bs 


Non Dee sattacny eee 





FEDERAL SUPPLY MANAGEMENT 201 


Our independent bases, that we mentioned, in the islands and over 
in Arabia, requisition their supplies on a hand-posted requisition form. 

Any one of the four means of requisitioning is tied directly into an 
all-electric accounting machine supply system within the zone of 
interior. None of the overseas depots have IBM equipment, except 
for item reporting. Therefore, the requisitions are received in the 
form which readily fits in with our zone of interior accounting system. 

Sacramento in this case establishes an electrical accounting machine 
card for every line item requisitioned by this man. We would like to 
have you keep this man in mind, because this entire system is geared 
for his operation. We then have a file of every item he requested. We 
extract his requests to the supply depot in the zone. The zonal 
depot immediately notifies Sacramento, when it has to cancel one of 
the items on that list, when the item has to be back-ordered, and it 
also gives the date on which the back order will be released; and those 
items that it had to extract to an opposite or prime depot in the 
other zone are given. Sacramento then purges its file of the cancella- 
tion, the back orders, and extracts to other depots and follows up on 
the extractions and the back-orders. 

The zonal depot makes its shipment. You will recall it takes some 
time to get the shipment out of the warehouse, and it takes 10 days 
to get it down here to the water port. At the time a shipment is 
packed a deck of electrical accounting machine cards are forwarded 
to the water port, which indicates the case number, the item number, 
the quantity within each case, the bill of lading number, the carrier, 
and the total weight and cubage of the shipment. This information, 
of course, is air mailed to the water port. He has that information 
8 to 10 days in advance of the receipt of the shipment, so that he can 
divert it. He gets his total tonnage, and he gets his railroad car 
numbers. He diverts his shipment, let us say, to Los Angeles, Sacra- 
mento, or Seattle, depending upon where he has boats available at 
that time. 

At the water port a copy of that deck is forwarded to the Sacra- 
mento Overseas Shipment Control Depot. That deck, if you will 
recall, indicates the items that were physically shipped from the 
zonal depot. Sacramento uses that deck to clear their requisition 
file. It indicates that the items have been physically shipped from 
the zonal depot. 

In addition, a copy of that goes to the overseas requisitioner, so 
that he now knows of the total line items he requested first, what was 
canceled; second, what was back-ordered; third, what has been 
shipped to the water port; and now we will tie in his last piece of 
this. 


ADVANCE DATA ON AIR FORCE SUPPLIES EN ROUTE 


The water port punches on the card the order number and date of 
load. This report is forwarded to the overseas requisitioner. In 
Tachikawa he has 18 days in advance of the arrival of that cargo in 
which he has the complete listing of what is on board that vessel. 

A copy of it also goes to the monitoring activity here, to replenish 
the entire shipment item-by-item in the event this vessel is lost in 
combat. Anywhere the pipeline is cut they can replenish it based 
on what was lost. 
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It takes the boat 18 days. He has that time to review the incoming 
shipment. He knows item by item, case by case what is coming in. 
He can divert directly to the consuming base in his area, or he can take 
the shipment and move it from Yokohama directly to the warehouse, 
bypassing receiving, because he knows everything about that ship- 
ment, including the item number and the box number. 

Let us examine the order-shipping time within the United States 
to compare it with this. 

I did not want to leave the impression that that 30-day zonal 
processing time which you saw over here applies across the board. 
We use ‘that 30-day time for overseas shipment as an allowable time. 
Why? Because the vessel sails on a given schedule, and you have to 
match your requisitioning cycle to get your supplies to that vessel 
at the time it sails. We do not have those restrictions on the ZI 
system, so let us take a look at how a depot processes its supplies 
here at home. 


FORTY-FIVE-DAY STOCKAGE PLUS THIRTY-DAY PIPELINE 


Any Air Force base world-wide is authorized a 45-day stockage 
objective. It has a pipeline averaging 30 days, which is the time it 
takes to order and receive supplies from its supporting depot. So 
the stock control level for an Air Force base is 75 days. The base 
requisitions its supplies once every 30 days on a routine basis to its 
zonal depot, AMA, or master depot. You can follow through either 
on zonal or master depot. 

It takes roughly 5 days to get the requisition through the zonal 
depot. Our target for processing that request through the zonal 
depot is 5 days. As of this presentation we have reduced that time 
to 5% days, so we are a half day short of our target. 

A recent actual check of the processing within this area indicates 
that it takes 12.5 hours to process the requisitions completely through 
stock records. It takes 11.5 hours to pick the stock out of the ware- 
house and get it moved over to our packing bay. It takes 19.5 hours 
to repackage the shipments. There is 7.5 hours, roughly one day, 
in transportation, consolidating shipments, and moving it out. We 
allow a maximum of 3 days for consolidating shipments in trans- 
portation. 

On priority requisitions it is 1 day overnight teletype, or a telephone 
call in minutes to the depot. We have reduced that time to 7 hours 
for processing all paper work, 10 hours to pick stock, 20 hours for 
packaging, and 6 hours in shipping. 

It is to be noted here that priority requisitions require 20 hours for 
packaging as opposed to 19.5 hours average for routines. Invariably 
it is because of the limited quantities on the emergencies that have to 
be repacked. 

You must keep in mind that there are two vital areas in this zonal 
depot process. They are the warehousing, the picking them out, and 
packaging them. 

On air shipments from the master depot, of course in 1 day they 
are back to the base. It is up to 4 days for Railway Express, Truck 
freight or rail freight is 10 to 15 days, depending upon the physical 
location of the base in any air matériel area zone. 
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Our goal is to process priorities and routines in the same time, to 

process both of them as identical transactions. That means you 
can systematize your entire operation within a depot, and it is not 
disrupted by having to pull someone off to hand carry an item through 
your system. 
” Two factors are to be considered before we leave this chart. In’ 
reducing this 54 days any lower than it is we have to consider these 
factors: First, the cost of an extra shift in packing and in ware- 
housing, as opposed to a reduction of only 5 to 6 hours in that area. 
The second thing to be considered is the complete elimination of 
consolidated shipments in transportation. Of course, we do not 
favor either of those. 


AIR FORCE BASE ORGANIZATION 


Now let us look at the entire Air Force supply management field. 
World-wide the Air Force is organized: under a wing-base plan. At 
every air base there is a combat group, sometimes referred to as the 
primary mission group; there is a maintenance and supply group; 
and there is an air base group. All supply activities within any Air 
Force base are centralized in this maintenance and supply group, 
and are in a supply squadron. 

The supply squadron is comprised of three flights; the matériel 
services flight, that handles clothing sales, commissary sales, or 
susbistence; laundry, dry cleaning, and shoe repair; and memorial 
services. 

All of our parts peculiar and all of our common supplies are under 
the direct control of one base supply officer who heads this consolidated 
base supply flight. Base supply is functionally organized, sectiona- 
lized, and is standard world-wide. We report activity within the base 
supply, relate that activity to the personnel who do the job, determine 
standards for Air Force operation world-wide, and police those 
standards. 

Now, a manufacturer refers to know-how as that knowledge re- 
quired to manufacture his supplies and to move them to the retail 
outlet to meet the consumer demand. We say stock control is the 
same thing. 


STOCKAGE OBJECTIVES OF PECULIAR AND COMMON ITEMS 


The stockage objective is that quantity of supplies which are re- 
quired to be on hand at all installations and all activities that installa- 
tion serves for a given number of days. We set a base level for pecul- 
iar items as a stockage objective of 45 days’ supply on hand. The 
stockage objective within the zonal structure of the zonal depots is 
120 days of supplies on hand with access to the base 45-day stocks 
when required. Their stockage objective is 165 days. 

The depots establish levels which indicate when action should be 
taken to replenish their stock and when action should be taken to 
restrict issues to meet emergency requests and requests from what 
we call high-precedence units only. 

Common items of supply are now handled the same as peculiar 
items insofar as stockage objections are concerned. 
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DETERMINATION OF STOCK CONTROL LEVELS 





We have established stock-control levels for every item of supply 
in our system. A stock-control level equals the stockage objective, 
45 days per base, plus the order-shipping time necessary to get the 
replacement item to the base. It runs 30 days per base, so your 
stock-control level is 75 days. We compute our levels based on the 
past 180 days of actual consumption. We publish tables and charts 
which indicate to the base people what the appropriate stock level 
should be for each individual item. 

However, no level and no chart in itself is a satisfactory means of 
determining stock-control levels. 

We have to use sound management principles and adjust those 
given levels based on changes in the program, based on seasonal 
requirements, based on substitutes for different items that should 
relate to the prime item, and based on recurring back orders. 

Now, a depot, as we said, must have a means of relating its on-hand 
position, its stock position. 

We will take, for example B—26 aircraft spares. When Robbins 
reaches its warning point level, at that time it can circularize all B—26 
aircraft bases within its zone to find the latest on-hand stock position. 
At the same time it forwards an alert card to the prime depot, which 
notifies that depot that the levels are getting low over in this zone. 
Ogden can go to each base within its zone to get its latest on-hand 
stock position. At the same time, Ogden forwards an information 
copy to the Procurement Division, Air Matériel Command, notifying 
them—let us take another look at our procurement status on another 
item. When a minimum reserve level is reached here at Robbins 
they flash the prime depot. The prime depot flashes procurement. 
Issues are suspended except for emergency conditions, and the Pro- 
curement Division comes back, tells the prime depot and the opposite 
depot the current status of that item on procurement, and the prime 
depot then expedites shipment from the contractor, or diverts ship- 
ments already en route to meet his issue demands throughout the 
zone of the interior. 







STOCK BALANCE AND CONSUMPTION REPORTS 









Once every 90 days, world-wide, all items of supply in the Air 
Force system are reported on a stock balance and consumption 
report. 

The purpose of this stock balance and consumption report is to 
provide the prime depots with information on which they can redis- 
tribute stock world-wide and to provide the procurement division of 
the Air Matérial Command with the information they need to com- 
pute their item requirements. 

Within the United States all bases within a given air matériel 
area forward their stock balance information once every 90 days on 
what we call a change listing. 

The reason we have not zonalized that, stock reporting in the 
United States is that there is a criticality of electric accounting ma- 
chines. We are now testing a system which will gear this to a zonal 
operation next year. 
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So the base report the air matériel depot. The air matériel area 
depot consolidates the area balance report and forwards it to the 
prime depot. The prime depot consolidates the zonal report, a re- 
port from the opposite zone, a report from Europe, a report from 
Japan, and comes up with a world-wide stock balance report on that 
item once every 90 days. 

That report is then forwarded to the Matériel Command for use 
in procurement. 

Overseas activities report stock balance and consumption informa- 
tion once every 90 days to the appropriate overseas shipment control 
depot in the United States, which forwards it to the prime depot. 

I do not think, Mr. Bonner, we need to go into the details of what 
ison areport. It is strictly operational information. 

The Air Force, like the Army and the Navy, and other agencies of 
the Government, obtains its mission from the Congress down through 
the Joint Chiefs of Staff to the Secretary of the Air Force, and that 
mission is then brought down to our Deputy Chief of Staff, Matériel, 
for supply matters. 

The program is then broken out into its four facets, the conversion 
and equipping program, the allocation of aircraft program, the proj- 
ected United States Air Force flying hour program, and the installa- 
tions program. 

Each one of those four programs is then sent out to our operating 
activity at the Air Matériel Command for the computation of item 
requirements. 


COMPUTATION OF AIR FORCE REQUIREMENTS 


At that headquarters, the basic program information must be 
related to experience factors and items, the rate of consumption of 
the item, the replacement factor, new rate of reparable returns from 
maintenance, the wear-out rate, time between overhauls and the 
attrition rate. All these factors, when related to the future program, 
give us a step in the computation of requirements. 

Our next step is to relate our total inventory position, our inventory 
in store. We showed you how that is obtained on the stock balance 
report world wide. 

Our inventory in the United States is reported from every activity 
in the Air Force once every 6 months. Our inventory in transit under 
item control—and I might say before we go into that, within the 
United States, prior to Korea, we had a requirement for a 45-day stock 
status report of all stocks in each of the 16 depots. After Korea we 
increased the frequency to once every 30 days so that we now report, 
in addition to the 90-day report, a 30-day report of all depot stocks to 
the Matériel Command. 

Our last major factor in the computation of requirements is the 
things we were talking about, the pipeline factor. The pipeline fac- 
tors, such as Air Matériel Command processing time, the time it takes 
to process the purchase request. 

The manufacturer’s lead time, which is now running anywhere from, 
6 months to 240 days; the pipeline time, which, as you saw, runs 30-day 
base in the zone of the interior and 90 days to overseas activities. 
And our authorized stock levels, which are 45 days at base and 90 days 
overseas depots, and 165 days in the zone of the interior structure. 
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The Air Force has developed a sound, controlled, efficient and 
effective supply system. Many people refer to this system as the 
baby of the three systems, and actually it is the baby. However, 
we are rather proud of our baby. Like all proud parents, we take our 
baby to a pediatrician, management experts, for routine check-ups, 
so that he can prescribe his vitamin pills and shots necessary to 
prevent lethargy and complacency from entering into our supply 
system. 

We would like you to examine our system in your forthcoming 
trip and to examine in detail our Air Force supply baby. 

We have prepared detailed booklets for each member of the com- 
mittee and for the Secretary. (See Washington, D. C., Briefing 
Exhibit No. 12.) 

Colonel McCawtey. Temple will tell you about the air bases that 
you will visit on your trip. That would be a little foreign to this 
particular presentation. Do you prefer to ask questions first? 

Mr. Brownson. You used the terminology, peculiar items and 
common items. 

Major Stretnack. I can define the peculiar items as those items 
primarily related to airplanes, or items used only on aircraft. Of the 
242 subclasses of property, all but 13 are what you would call peculiar. 
The remaining 13 are what you would call common items of supply, 
and we have those in the booklet for you. 

Mr. Brownson. Have you ever considered the possibility of being 
able to reduce your 165-day stockage objective? 


REDUCTION IN AIR FORCE STOCKAGE OBJECTIVES 


Major Stretnack. Wehave. We are now having the lowest stock- 
age objective of the three departments. We have reduced our stock- 
age objective from a previous 165-days-on-hand position to 120-days- 
on-hand. Ultimately, sir, our long-range target is to gear our com- 
sumption to manufacturing, and if I may say, the utopia would be to 
take a sparkplug right off the production line and put it in the me- 
chanic’s hands who would put it on the airplane, eliminating depots, 
transportation, and so forth. We use that as the target in the Air. 
We have short- and long-range programs that are geared to reduce 
that entire level below its present 165-day stockage objective. 

For example, long-range projects run all the way up through Buck 
Rogers type of electronic systems which some day will be routine 
throughout all this business. 

Mr. Brownson. We are very interested in your baby, but we want 
to be sure that it does not get overweight. 

Major Sreetnack. That is a pediatrician’s prime worry, I believe. 


ARMY SUPPLY OF COMMON ITEMS TO AIR FORCE 


Mr. Warp. What common items are you getting from the Army 
Quartermaster? 

Colonel McCawtey. You will find that in-the Pacific we get most 
of our items from the Quartermaster. In Europe they are gradually 
putting some items from the Quartermaster into the Air Force system 
because the Air Force at the present time computes all the Quarter- 
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master item requirements that are needed by the Air Force, gives 
those requirements, plus the money, to the Quartermaster. The 
Guersaenereed buys them, puts them in their depots. In other words, 
there is a duplication of control all the way down the line, and we find 
that we can, by suitable changes in the system, reduce the number of 
costs involved. At the present time most of the Quartermaster 
items are being shipped to Air Force bases from Quartermaster depots 
through this rather devious system. 

Mr. Warp. Does that mean these common classes here? 

Colonel McCaw ey. No, sir; these are common classes the Air 
Force has been handling for 3 years or more. 

Mr. Warp. We are going to the Elmendorf Field. Where do they 
get their medical supplies? 

Major Stretnack. I cannot answer you directly. 

Colonel McCaw ry. All medical supplies are issued to the Air 
Force from the Army Medical depots. 

Mr. Warp. Directly? 

Colonel McCaw tty. Directly. 

Mr. Warp. They would not go through Sacramento? 

Colonel McCawtey. No, sir; through the Army service medical 
system. 
"Now. Colonel Temple has a brief rundown of the bases that you 
intend to visit on this chart. 


STATEMENT OF COL. R. L. TEMPLE, AIR FORCE, OFFICE OF THE 
ASSISTANT FOR AIR BASES 


AIR FORCE INSTALLATIONS TO BE VISITED 


Colonel Tempe. From the itinerary I received concerning your 
travels, your first overseas stop would be the Elmendorf Field, which 
is the headquarters of the Alaskan Air Command. That depot serves 
the whole Alaskan area. 

Your next stop would be Shemya. The next stop will be Haneda 
in Japan. You will have several side trips in this area. The depot 
in this area handles all of Korea, Japan, and Okinawa. 

Your stop in the Philippines will be at Clark Field, and there is a 
supply activity there. We do not have a major depot there. 

Going across to the Far East and southeast Asia, at Calcutta 
there is a small liaison organization there to support our MATS 
operations that pass through there going over to Karachi. You will 
land at that field where MATS uses Maripur at the request of the 
Pakistan Air Force. 

Moving across to Dhahran, Saudi Arabia, you come again to a major 
Air Force installation which is a transport base, and also from which 
weather reconnaissance activities are conducted. You will also find 
there a Saudi Arabian training mission that is training Saudi Arabian 
nationals in air-base operation and maintenance pursuant to an agree- 
ment between the two governments, which was recently concluded. 

Then to Beirut you will go into a new airport at Khalde, just outside 
Beirut, which has been sponsored principally by Pan American 
Airways. 

Going across to Istanbul you will find MDAP work going on at an 
airport there called Yesilkoy. 
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You will move then to Athens to Ellinikon, where there is a foreign 
mission location of the Air Force. Your travels in this area will 
bring you up to Rome. There is a small detachment at this field. 
You have a side trip going to Trieste and also going on down to 
Wheelus Air Field at Tripoli, Libya. At Tripoli we have a MATS 
transport wing operating C-—54’s, trans-Africa to the Azores and 
Africa to Germany. 

At the present time negotiations are under way between the State 
Department and representatives of the Provisional Libyan Govern- 
ment as to certain Department of Defense requirements in this area 
upon the Government coming into full control. 

I would like to mention in passing the construction that is going 
on the Moroccan complex. We have a new depot at Nouasseur 
outside of Casablanca with a small headquarters at Rabat, plus these 
three other sites that are under consideration at the present time with 
the French Air Force. 

The construction in this area is under the supervision of the United 
States Air Force in Europe. This is to be a Strategic Air Command 
organization. 

Coming up to Wiesbaden here, you have several trips going into 
Germany. The headquarters, United States Air Force, Europe, is 
located there. 

Coming across to Paris, MATS leases facilities from the French 
officials at Orly. Then coming across to London here, you will have a 
possible side trip up into England, where a large air depot facility 
exists. Then you will come across to the Azores. This is operated 
as a MATS global route support base for any type of deployments 
the Air Force may have to operate through there, and also to support 
our trans-Atlantic operations which MATS is an air carrier for. Then 
you will come across to Harmon Field, Newfoundland. That again, 
is a support base operated by the Northeast Air Command, which is 
located in this area. 

That concludes the remarks that I have to make. 

Mr. Meaper. I would like to ask what happened to the Mellaha 
Airport. 

Colonel Tempe. The Mellaha Airport is now Wheelus. It was 
first Mellaha, and in 1945 it was named ‘“Wheelus Field,” after Lt. 
Richard Wheelus, who was killed. 

Mr. Meaper. You did not build a new airport? 

Colonel Tempue. No, sir. It is the same field, only we put the 
name Wheelus on it. 

Mr. Meaver. How about the Rabat Airport? Is that still in 
British hands? 

Colonel Tempter. Rabat-Sale is in French Air Force hands, and the 
French have quite an installation at Rabat-Sale. They have Rabat- 
Sale and Rabat-Ville, which is the airport on the other side of the 
river. 

Mr. Meaper. Are we using that airport? 

Colonel Tempte. Neither one. We are located in the city of Rabat 
with a very minute organization because of our relations with the 
resident general there. 

Mr. Meaver. How about the Casablanca airport? Are we using 
that one? 
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Colonel Tempe. We have a very small operation there at Cazes 
Airdrome. Cazes, however, is not extensible, and cannot handle, 
from the wheel-load standpoint, the type of aircraft that we are 
a 

Mr. Meaper. Are we building a new airport at Casablanca? 

Colonel Tempre. Another airdrome is under construction to ac- 
commodate depot facilities and certain requirements that would arise 
under certain plans. 

Mr. Meaper. Are we at Santa Maria on the Azores? 

Colonel Tempie. No, sir. We are at Lages, which we jointly work 
with the Portuguese. Santa Maria is now strictly a civil airdrome. 

Mr. MeapER. We spent something like $13 million on that? 

Colonel Tempxe. It is now used by American civil air carriers quite 
extensively. 

Mr. Bonner. I want to express my appreciation and that of the 
subcommittee for your very fine presentation of the management and 
supply system oi the services in the Air Force. 


Colonel McCawtey. We thank you very much, Mr. Chairman. 
Mr. Bonner. It was a splendid presentation. 

The subcommittee will now go into executive session. 
(Whereupon, the subcommittee went into executive session.) 
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FRIDAY, OCTOBER 19, 1951 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE ExecuTIvE DEPARTMENTS, 
Washington, D. C. 


The subcommittee met at 10 a. m., in room 1015, New House 
Office Building, the Hon. Herbert C. Bonner, chairman of the sub- 
committee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; Bill 
Lantaff, Charles B. Brownson, and Thomas B. Curtis. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member; 
and Ray Ward, Bureau of the Budget. 

Mr. Bonner. Mr. Brodsky, will you present the gentlemen who 
will appear today? 

Mr. Bropskxy. This morning I have brought with me Colonel 
Thomas, who is from my directorate. He was one of the two men 
we sent over on the Korean mission. 

I have Major Hunt with me, who is from the Far East Command, 
who accompanied the scrap mission. Major Hunt is the man that I 
mentioned yesterday who was shot down at the time they were 
looking for scrap. 

I have brought with me also Mr. Sullivan, an economist in our 
Office of International Programs, who will be prepared to discuss the 
policy aspect of bringing scrap back to the United States. 

Any questions directed to Mr. Sullivan will probably be in the field 
of classified information; and, with your consent, I ask that that por- 
tion not be recorded. 

Colonel Thomas, who accompanied the scrap mission, has issued a 
report to the Chairman of the Munitions Board. He has looked into 
the amount of scrap the ROK owns; how much battlefield scrap 
there is, and what is being done with scrap over there. 

With your consent, I will ask Colonel Thomas to tell you briefly 
what he has seen there. 

_ Mr. Curtis. Most people talk about steel scrap. We are interested 
in aluminum and other metals. 


Nore.— Asterisks denote classified material deleted for security reasons. 
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STATEMENT OF COL. OLLIFFE E. THOMAS, UNITED STATES ARMY 


Colonel Tuomas. When I first was assigned to this mission, my 
orders were that I would escort the civilian members who were oper- 
ating for the General Services Administration and see that they made 
the proper contacts and got to the various places that they wanted 
to go; where FECOM advised us there would likely be the most scrap 
available, We were given a figure which we found was considerably 
inflated. 

I do not know just where the original figure of some 500,000 tons 
of expected scrap came from, but when we landed in Korea we were 
given every facility to investigate. We covered some 2,100 miles 
throughout the Republic of Korea, by jeep, plane, train, and boat. 
I am not a steel man myself, so naturally the tonnages I quote will be 
based upon the opinions of the four gentlemen who were sent by the 
steel industry, and all of whom were prominent in the industry and for 
many years have made their livelihood at it. 


ORIGINAL ESTIMATES OF KOREAN SCRAP INFLATED 


We were told to expect to find somewhere around, originally, 
500,000 tons. That was scaled down to 300,000 tons of Republic of 
Korea owned scrap, and the figure was given—the source of which 
I do not know—that there would be approximately 300,000 tons of 
battlefield generated scrap. 

Actually, when we got there we met the Ambassador, Mr. Mucchio, 
and we met the Minister for Transportation and Commerce of the 
Republic of Korea. We did not see Mr. Rhee, who was not available 
at that time. We reported in to the Eighth Army Headquarters. 

Major Hunt was assigned to us from FECOM and accompanied us. 

As a result of covering some 2,500 miles, we found there is approxi- 
mately 150,000, possibly 170,000, tons of scrap in the Republic of 
South Korea. Of that amount, 100,000 tons had already been sold 
on a bona fide contract. I have a copy of it, and photostatic copies 
are available to the committee. 

Mr. Brownson. 150,000 to 170,000 tons is the total? 

Colonel THomas. Republic of Korea-owned. I will go into the 
battlefield scrap a little later. 

We found that 100,000 tons of this scrap had been sold to a com- 
pany called the Pacific Island Scrap Co. at a price of $38.23 a ton, 
f. o. b. shipside Pusan, which is the main port of South Korea. 

This price, incidentally, was so much higher than we had any 
reason to expect to find that it absolutely precludes that scrap being 
brought back to the United States under OPS ceilings and under the 
present market for scrap here. It would take about $23 for freight 
to bring it from there to San Francisco, and I believe the selling price 
at the present time is around $44 that the mills are willing to pay 
here. So, it is obvious that scrap was consigned to other places. 
Actually, it is going to Japan. 

We investigated to see whether there was any possibility that it 
might be going behind the iron curtain to some other countries un- 
friendly to us, our own Government, but I do not believe that is the 


case. 
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The price in Japan at the present time is about $50 to $55 a ton, 
and that would enable them, with about a $4.60 freight rate from 
Pusan to the Japanese ports, to sell it at a very substantial profit; 
in fact, our steel men estimate this company stood to make $1,500,000 
even allowing for all unforseen and foreseen expenses. 

The Korean Government, while friendly enough in their expressions, 
said that they were unwilling to commit themselves at this time to 
any further sales of scrap. They admitted they did not know exactly 
how much they had and were willing to accept the figure which our 
steel men presented to the ministers that that might conceivably be 
all that was available. When I say “available,” I say that is the stuff 
available. ‘There has been a great deal of stealing. It is small, but 
it is incessant. I believe that every little village in Korea has some 
scrap; and, as we will show from photographs that will be made avail- 
able to you, it is United States generated. 

After all, there is a question of economics that enters into it. 
While a certain amount of it could be rounded up if we had the 
thorough cooperation of the Korean Government and the military 
forces available to do it, it would cost so much to bring it to the 
ports and to the United States at the present time that I do not think 
that is even to be considered. 

The original estimates, to be charitable, I might say, were probably 
based on someone going to certain places where there were a lot of 
damaged buildings. All the buildings that have any steel in them 
were built by the Japanese at the time of their occupation, and they 
might have seen a building where a shell had gone through and it was 
damaged, and according to American standards it might be cheaper 
economically to tear it down, but the Koreans do not do that. Every- 
thing is used there with the cheap labor that they have. That is 
pone how the people here got the inflated tonnage which is really 
not there. 


SITUATION IN KOREAN BATTLE SCRAP 


As regards the battlefield scrap, there never was and could not 
have been 300,000 tons of scrap. We have a very modest-sized 
Army over there, and even though they are well equipped with 
trucks and tanks now, there could not have been 300,000 tons of 
steel scrap. Our investigation showed that there were about 20,000 
tons of ferrous metals which had been brought down to a certain 
checking point and, if the progress of the campaign warrants it, 
would find its way back to the Port of Masan, where it would be 
shipped to Japan. 

Mr. Curtis. When we took over a battlefield the Chinese usually 
withdrew with their scrap; is that correct? 

Colonel THomas. No. 

The withdrawals we made in Korea were made because of des- 
peration, trying to retain some semblance of an organization. They 
did not have time to bring back their scrap. 

There are about 19,000 tons of brass which is in the hands of the 
United States Army. I used the words “United States Army” 
rather than the U. N. because 90 percent of it is ours. That will he 
brought back, and part of it is being brought back through the port 
of Masan and shipped directly to the States. 
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The steel scrap that has come out of Korea so far, and brought 
back to Japan, is comparatively negligible. There may be 15,000 
tons. I do not have the exact figures here. They are in the docu- 
ments. That is approximately right. 

There is no great quantity remaining along the roadsides. We have 
flown over and jeeped over and found where convoys had been 
destroyed and tanks ambushed, and they are still lying there. There 
are a good many Russian tanks lying along the roadside, but economics 
enter into getting it out. We have an unwon war there, snd they do 
not have the military strength to go out and gather in these individual 
tanks, three or four or five at a time. It would cost more to bring 
them back than it is worth at the present time. They just do not 
have the strength. 

The gentleman who accompanied us from the Army Comptroller’s 

office suggested in his report that additional troops be sent in there 
to do that, and the Chief of Staff said— 
Colonel, if I had a thousand men turned over to me at this time I could not afford 
to have them go out and gather scrap and salvage, even though I recognize the 
importance of it. I would need them to repair ordnance and engineering equip- 
ment that is vital to the conduct of the war. We are a long ways from winning 
it at the present time. 

I think that you gentlemen will agree with that. 

Now, in Japan there is some scrap available, about 40,000 tons, 
I believe. 

Mr. Curtis. Is their steel industry operating? 

Colonel Tuomas. At about 80 percent of capacity, and most of the 
stuff which our forces in Korea are using is manufactured in Japan. 
The zone of the interior has been unable to supply our forces with 
steel items that we need. By that, J mean construction materials, 
I-beams, bridging materials, Quonset huts, and so forth. 

Mr. Curtis. How about aluminum scrap? 

Colonel Tuomas. It is comparatively negligible. It consists 
entirely of damaged airplanes. There were about 700 tons at Kempo 
Airfield, and a small quantity down at Pusan and Masan, but it is 
not a large item. 

Mr. Curtis. Does Japan have any aluminum production? 

Colonel Tuomas. Not to my knowledge. It would be very small. 

Mr. Bonner. What is the estimated amount of shell casings that 
should have been recovered as scrap? 

Colonel Tuomas. Frankly, sir, I could not give you an exact figure 
on that. 

Mr. Bonner. Can you not make some estimate of the amount that 
should be salvaged from the amount of ammunition sent in and 
used? 

SALVAGE OF SHELL CASINGS 






Colonel THomas. I could not give you that. About 6,500 tons 
had been sent through Masan while we were there, and they esti- 
mated 19,000 tons more. Whether this would represent a fair pro- 
portion of the amount of ammunition expended; or whether the pilfer- 
age by the Korean nationals would account for a good part of it, I 
do not know; but, frankly, I think that the stealing, while it is con- 
stant, is not large. 
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You can understand their position. The people are desperate. 
They are on the edge of starvation. If it were not for the United 
States aid they would actually starve, and if they can steal a brass 
shell casing which represents both money and food, or jewelry in the 
Orient, they will steal it. There is a lot of it going on, but it would cost 
a great deal to dig it up. 

Mr. Bonner. Is your report a joint report signed by all the mission? 

Colonel Tuomas. There is a report that has been rendered to the 
General Services Administration signed by the four civilian members 
who represented the GSA there. 

Mr. Bonner. We have that? 

Colonel Tuomas. Yes. 

There is a report which is unsigned, made up by myself and Com- 
mander Heck of the Navy who accompanied me, which covers the 
answers to 30 questions that the Chairman of the Munitions Board, 
Mr. John D. Small, requested answers to. There is a two-page report 
which covered our own personal belief and recommendations. 

Mr. Brownson. I have talked to two of the civilian members of 
the team and they have nothing but the very highest commendation 
for the military members of this mission. They were very enthusiastic 
about Colonel Thomas and Commander Heck, and the work that 
Major Hunt did. They said that they never worked with any military 
men that had a better grasp of a problem than this team. 

Colonel THomas. That was very generous of them. We have a 
map showing the 2,100 miles that we covered. 

Mr. Brownson. Looking at the Japanese end of the situation, it is 
my understanding that you came up with an estimate as to the amount 
of scrap, in months of normal consumption, that the Japanese have on 
hand; is that right. 

Colonel THomas. Yes; about 4 months. That opinion was the 
consensus of the four civilian steel men rather than my own. I am 
not a steel man. 

Mr. Brownson. They had about a4 months’ scrap supply on hand? 

Colonel Tuomas. That is right, sir. 

Mr. Brownson. As I remember it, the United States at the 
present time is working on about a 6 weeks’ basis? 

Colonel Tuomas. I think less than that. 

Mr. Brownson. I think that is one significant point we ought to 
keep in mind; that they are stockpiling much heavier in Japan than 
we are here. 

Mr. Bonner. Did your mission observe the recovery of World War II 
scrap and steel throughout the island? 


ISLAND ROLL-UP PROGRAM IN FAR EAST 


Colonel THomas. Yes. That is a program that I think everyone 
can be proud of. I felt a warm glow when I came out of the big five 
and big nine reclamation projects which are in Japan. These officers 
and men there are doing an astonishing job—both the Ordnance 
engineers and the Quartermaster Corps, in placing back into combat 
service materials which otherwise would have , ia lost. entirely. 
The engineers in Ordnance have brought back from the island, in the 
“roll-up of the island program,” some 44,000 vehicles that have been 
brought back to Japan, and 27,000 of those at the time we were there 
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had been processed. While naturally out of 10 trucks lying in the 
jungle you will not get 10 new trucks out of them; they got 6 or 7 
and residue of scrap that ought to be brought back to the United 
States, above the needs of the FECOM. 

Mr. Bonner. What is the accumulating point? 

Colonel Tuomas. Oppama and Sagama in Japan. 

Mr. Bonner. Is Guam an accumulating point for scrap? 

Colonel THomas. No, sir. We talked to the Navy, and to the 
MSTS people there, and Guam has been pretty well cleared up. 
There is some stuff back in the jungle, but it would cost too much to 
get that out. 

Mr. Bonner. Is the reclamation of ships at Okinawa and other 
islands done by private contract? 

Colonel THomas. There is some scrap still on Okinawa, but it has 
all been sold. All the scrap remaining, after a contract with the 
Moller Co., has been sold to a man by the name of Griffith, who was 
in Tokyo. I had two conferences with him. He paid $1,268,000 flat 
for all the stuff above tidewater. 

Mr. Bonner. Where are they sending that? 

Colonel THomas. To Japan. 


STEEL SCRAP GOING TO JAPANESE INDUSTRY 


Mr. Bonner. Do you think most of the scrap in the Pacific is going 
into Japan? 

Colonel Tuomas. I think it ultimately will. I think the stuff re- 
covered has gone to the Japanese steel iadustry,which has been a large 


importer of scrap always. 
jane Lantarr. Is that sold to Japan by the Department of the 
my? 

Colonel Tuomas. No. The stuff at Okinawa is being sold by the 
Department of the Army to Mr. Griffith, and he in turn has sold it to 
the Japanese steel industry. Mr. Moller has also done that. He has 
about 40,000 tons still there which he offered for sale at $45 a ton, 
f. o. b. shipside in Maha on the island of Okinawa. That price is too 
high to make it economical to bring back to the United States at this 
time. 

Mr. Lanrarr. Why does not the Army bring it back to this 
country? 

Colonel THomas. The Army has sold certain amounts of scrap to 
the Japanese steel industry because of the absolute need for getting 
from the steel industry certain steel items necessary for carrymg on 
the campaign in Korea, and they cannot get it from the zone of the 
interior. Also, the Japanese paid a fair price for it at that time. 

Mr. Lantarr. How much steel would you say we have obtained 
from the Japanese industry? 

Colonel Tuomas. I do not know, sir. I know that we turned over 
to the Japanese steel industry about 90,000 tons. 

Mr. Lantarr. Js not Japan competing with us in the Philippines, 
for example, in trying to acquire scrap? 


SCRAP SITUATION IN PHILIPPINES 


Colonel Tuomas. The Philippine Government is unwilling at this 
time to sell any scrap. There is a lot there. About 3 years ago a 
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certain amount was gotten out—Bethlehem Steel got some, among 
others—but the Philippine Government, we were told, was unwilling 
io sall any scrap at this time, feeling they would be able to use it 
themselves. Actually, scrap, like many other things, deteriorates if 
it lies around too long. 

Mr. Lantarr. Do you know anything about a report we had that 
the ROK’s were burying scrap and covering it up? 

Colonel Tuomas. They are, to a certain extent. If a peasant 
family goes out when a battery of artillery moves forward or back- 
ward and steals ten brass cases, in the aggregate it will be a lot, but 
against the expense involved iw that campaign it is trivial. 

Mr. Lantarr. Nothing. 

Colonel THomas. That is right, sir. They are desperate. They 
are light-fingered, but if you are hungry you will do whatever you 
can to survive, and they do not have much to survive on. 

’ Mr. Brownson. Did you get into India at all? 

Colonel Tuomas. No. The Indian Government did not give per- 
mission; did not want the Navy or the Army member in there. The 
civilians went. We turned around and went back. Okinawa was as 
far as the military and Navy went. 

Mr. Bonner. Did the State Department clear the sales that went 
to Japan? 

Colonel Tomas. That I would not know. I think that actually 
State would not enter into that. 

Mr. Bonner. Yes; they have a section that has been down there, 
and they say that they approve all. 

Colonel Tuomas. The probability is that it was. It is hardly likely 
that the military would do that unless they had permission. I know 
that they are trying to integrate the Japanese industry into our own 
defense plans, and we were told that the Japanese steel industries 
should have equal consideration with the American industry. I can 
see the need for that at the present time. 

Mr. Curtis. The Philippines, you say, said that they had a need 
for scrap. It is my understanding that they do not have any steel 
industry there. What is the reason for that? 

Colonel Tuomas. I believe it is probably delusions of grandeur that 
they have that they are going to establish a steel industry; either that, 
or they think that they can put the squeeze on Uncle Sam a little later 
for higher prices, and that seems to be a habitual hope. 

Mr. Curtis. What happened to China’s steel industry, or did 
they have one? 

Colonel Tuomas. I have no real information on that. It must 
have been a very negligible one. 

Mr. Curtis. The reason I ask is, of course, you think that the 
scrap is going to Japan and the United States, but I was wondering 
whether China would have any use for the scrap. If they did they 
would shoot it back to Russia. 

Colonel Tuomas. There was a certain amount of smuggling in the 
coastal vessels and junks and ships like that that went into the Port 
of Makao, which is Portuguese-owned, and probably would find its 
way to China. That would be a very small amount. 

Mr. Curtis. If they have no steel industry it would not do them 
any good? 
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Colonel THomas. No; it would not be a menace to our welfare, I 
am sure. 

Mr. Bonner. In your report do you make an estimate, or state a 
percentage that is returned to the armed services—fabricated steel 
and materials that we are getting out of Japan? 

Colonel THomas. No. I would not know that. 

Mr. Bonner. Is there a way to ascertain that? 

Colonel THomas. I would think so. I would think there might be. 
In other words, if 90,000 tons of scrap were sold to the Japanese steel 
industry it would certainly be easy enough to find out whether they 
got 40,000 tons of fabricated metals back. 

Mr. Bonner. For the armed services? 

Colonel Tuomas. That is right. They allow scrap turned over to 
the Japanese the industry could not use, like armor plate and things 
like that. I believe that they sold a good deal of that in other places, 
probably to India, but there again they paid a certain price for it, 
and if they got more for it than they paid for it they were lucky. 
It was a business transaction. I believe that FECOM could tell how 
many tons we have received back in return for what we have sold 
them. 

Mr. Bonner. Thank you very much, 

Mr. Bropsxy. Mr. Bonner, I have asked Mr. Sullivan of our 
Office of International Programs to come here. Mr. Sullivan was in 
Japan during July and August. He has briefed General Ridgway on 
our policy with respect to some of these problems you have been 
considering. Since his material is all classified I would like to sug- 
gest that no recording be made of it. 

Mr. Bonner. That is all right. 

(Discussion off the record.) 

Mr. Bonner. Colonel, I would like to ask you one additional 
question. Did you find a shortage of shipping bottoms in Korea? 

Colonel THomas. No, sir. Do you mean United States-owned, or 
Korean-owned? 

Mr. Bonner. Available shipping bottoms. 


SHIPPING AVAILABLE IN KOREA 


Colonel Toomas. No. There are plenty of shipping bottoms. 
For our purposes when we estimated originally we would run into a 
considerable quantity of scrap which could be brought back to the 
United States, we went to Yokohama, and also Tokyo and saw the 
Chief of Staff of the MSTS, and they assured us that they would 
have no difficulty at all in giving us ships. 

There are also a good many ships owned by or chartered by the 
NSA that come back from India in ballast. If anything was impor- 
tant enough they could be diverted. 

Mr. Bonner. Did you understand me clearly? I mean both for 
the military and for the civilian economy. 

Colonel Tuomas. I do not think there is anys train there at all, sir. 

Mr. Bonner. There are available now for the domestic commerce of 
Korea and the area, as well as the military commerce, sufficient 
shipping bottoms? 

Colonel Tuomas. I would say so at the present stage of military 
operations; though I know the ROK Government was trying to obtain 
several ships from the United States for their own uses. 
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Mr. Bonner. So ships are returned to this country under ballast? 

Colonel Tuomas. From India; yes, sir. 

Mr. Bonner. Not from Japan and Korea? 

Colonel Tuomas. I would not know about their returning from 
Japan and Korea, but from India they are. 

Mr. Bonner. What are they bringing back from Japan and Korea? 

Colonel Tuomas. Some stuff is being brought back. Brass, for 
instance, is being brought back. 

Mr. Bonner. That is a small] item. 

Colonel Tuomas. That is. There is cargo space available, although 
the ships are not returning absolutely empty. There is cargo space 
available; there is no question about that. 

Mr. Bonner. Thank you very much. Are there any further 
questions? Mr. Brodsky? 

Mr. Bropsxy. You have a few more minutes, Mr. Chairman. 

Mr. Bonner. Yes. 

Mr. Bropsxy. Major Hunt from the Far East Command in Tokyo 
is here. 

Mr. Bonner. I thought at the beginning we were going to hear 
three gentlemen, and that is why we saved this time. 

Mr. Bropsxy. I had expected that he and Colonel Thomas would 
answer the same questions, but Major Hunt has a few things which 
might be of interest. 

Mr. Bonner. Yes. Please give your name and identification, 
Major. 


STATEMENT OF MAJ. KENNETH A. HUNT, KOREAN ECONOMIC- 
AID LIAISON OFFICER, G-4, GENERAL HEADQUARTERS, FAR 
EAST COMMAND 


Major Hunt. I am Maj. Kenneth A. Hunt. I am the Korean 
economic-aid liaison officer from G-4, GHQ, FEC. 

I would like to answer one question raised by Mr. Curtis awhile ago 
on brass. 

Mr. Bonner. Yes. 


RECOVERY OF BATTLEFIELD BRASS 


Major Hunt. There is no Army-generated or battlefield-generated 
brass going into the Japanese economy. ‘That is all being processed 
at Masan and shipped back to the States. 

Also, in that connection there is a question of recovery of brass. At 
the present time the Eighth Army is conducting quite an extensive 
campaign on recovering stolen brass. They have found several hun- 
dred tons of brass that has been smelted down to ingots. 

I might say in that connection that the R. O. K. police are assisting 
in this recovery. The brass program is well under control at this 
time. 


JAPANESE PRODUCTION OF MILITARY SUPPLIES 


Also, another question came up about the steel industry, and the 
manufactures of end products in Japan. They have assisted us im- 
measurably in this campaign. Take the one item alone of trucks. 
We needed for the R. O. K. Army as well as our own civilian program 
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over there two or three thousand trucks. In one case I remember a 
shipment of 1,040. The Japanese manufactured those according to 
our specifications, for those trucks. 

All of our bridging material, all of our structural material, and in 
fact every piece of steel as an item that we have had to use so far in 
this campaign has come from Japan. That is the reason why 
CINCFE has felt so strongly on this matter of being allowed to 
determine how much scrap material should go into the Japanese 
industry at this time. 

There .are innumerable other items which are fabricated by the 
Japanese manufacturers in the way of small parts and so forth, that 
are needed for our own matériel in Korea. 

Now, in verifying Colonel Thomas’ statement and adding one more 
of my own, I covered considerable of the area over there by light plane. 
In fact, I covered all areas in which there were any engagements of 
any proportion. I drug each MSR at a low altitude, sometimes as 
low as 100 or 200 feet, and the areas were surprisingly clean. 

For instance, between Chorwon and Yang Yang, which is just 
beyond the area of the “punch bowl’’ which you have been reading 
about, from “Heartbreak Ridge’ up to where they are fighting, I 
saw four vehicles, one tank, and one wrecked plane. The remainder 
of the scrap had been cleaned up. 

Mr. Curtis. Who was pulling it out? I have heard that the 
Chinese, when they retreat, pull it all back. 

Major Hunt. They did when they could. Then we have been 
chasing them too fast. 

Mr. Curtis. And then you have been getting some? 

Major Hunt. Yes. 

The area immediately north of Taejon, up through the “Bowling 
Alley” and through there, has been cleaned out pretty well. They 
stripped the Russian-built tanks they had down to just the hulls. 

Some of those are still there, mainly due to two things. One is the 
military situation, which up until recently has not permitted our own 
teams to go in and get them out. Another reason is that so many are 
in inaccessible places where it would not pay to get them out. 

However, even as close as the present division there is, the battle- 
generated scrap is negligible. In fact, the Ordnance officer of I Corps 
asked me if I saw anything he could use to train his green teams that 
he had in salvage operations. That is how little of it is actually 
existing at the present time. 

That is all I have, gentlemen, unless you have some questions. 

Mr. Bonner. Any questions? Mr. Brownson? 

Mr. Brownson. I just want to be sure that I am right about this. 
You say that the steel that has supported the Korean operation, 
has come out of Japan? 

Major Hunt. That is right, sir. 

Mr. Brownson. In other words, all of these steel restrictions here 
are building up another striking force which is being diverted to 
build up the MDAP force in Europe and is not going into the Korean 
operation? 

Major Hunr. Where it is going, I do not know, sir; but we have 
not been getting it. 

Mr. Bonner. What did you say your title was, Major? 

Major Hunvr. I am with the Korean Economic Division of G-4, 
GHQ, sir. 
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Mr. Bonner. I want to ask you the same question I asked the 
colonel with respect to ship bottoms for the economy of Korea and the 
general area. Is there a shortage? 
~ Major Hunt. Are you speaking of Korean ships themselves, sir, 
for their own economy? 

Mr. Bonner. I mean for the economy of Korea, 

Major Hunv. Yes, sir. 


SHIPPING SITUATION IN KOREA 


Mr. Bonner. Are there available ships to handle all commerce 
in Korea and to assist the economy of Korea? 

Major Hunt. At the present time I would say ‘“‘Yes’’, sir, under the 
military situation as it now exists. The long-range program; no, sir. 
In other words, the Koreans themselves have very little shipping of 
theirown. For instance, we have loaned them six Baltic coasters that 
they are using. 


Mr. Bonner. Did they have them previously? 


Major Hunr. 
Mr. Bonner. 
Major Hounr. 
Mr. Bonner. 
Major Hunt. 


No, sir. 

Were they a shipping nation? 

No, sir. 

With what do you compare it? 

Well, for the last 40 years since the Japanese have 


been there they have used Japanese shipping, and as such they have 
exported considerable items. 

Mr. Bonner. There was no Korean merchant marine that has been 
lost? 

Major Hunt. 

Mr. Bonner. 

Major Hunt. 
still exists. 

Mr. Bonner. 


Only what the Japanese built up themselves, sir. 
There was no company in Korea? 
Yes, sir; there was a Korean Shipping Co., and it 


Did they lose their ships? 


Major Hunt. 
Mr. Bonner. 
Major Hunt. 


Yes, sir; they did. 
How much tonnage did they lose? 
That I do not know. 


Mr. Bonner. How did they lose it? 

Major Hunr. Some of it, as I understand it, was sunk during the 
occupation, engagements, and so forth. Others I presume were drawn 
back to Japan as Japanese shipping, because all your industry, all 
your officials and everything in Korea were Japanese prior to our 
occupation. 

Mr. Bonner. Well, there isno lack of shipping holding back goods 
for the civil economy of Korea; is there? 

Major Hunt. That I do not know, sir. Again, I would say that 
due to the military situation I would say ‘‘No.”’ 

Mr. Bonner. Thank you. 

Mr. Curtis. May I ask a question on one other item? 


RECLAMATION OF RUBBER IN FAR EAST 


Are we doing much reclamation of rubber? 
Major Hunt. Well, the only reclamation we would have would be 
vehicle tires and so forth. 
Mr. Curtis. That is right. 


How about rubber? 








222 FEDERAL SUPPLY MANAGEMENT 


Major Hunt. We do have at Masan a large reclamation center 
run by the Ordnance engineers and Quartermaster. 

Mr. Curtis. They are doing a lot of recapping there; are they? 

Major Hunt. The recapping, I believe, is done in Japan. 

Mr. Curtis. In Japan? 

Major Hunt. Yes, sir; There are not enough facilities in Korea 
for any type of major manufacturing operation of any kind. 

Mr. Curtis. But most of the rubber you do get comes back from 
Japan rather than from this country. Are we shipping much rubber 
tires and things from this country, or do you usually depend on the 
Japanese economy more or less? 

Major Hunt. I would say both, because they would be different 
types of vehicles. For instance, the vehicles we get from Japan 
we would depend on Japan to supply. 

Mr. Curtis. Yes. 

Major Hunt. Also, there is some tire fabrication done in Pusan, 
but not a great deal. 

Mr. Curtis. Then I have one other general question. I think I 
know the answer. 

Of course, the steel industry behind the North Korean and the 
Chinese movement is in Manchuria, which is pretty well developed; 
is that not true? 

Major Hunt. At the present time; yes, sir; although North Korea 
had some steel industry of its own prior to this. 

Mr. Curtis. That is where they are taking their scrap? 

Major Hunt. Presumably, yes. 

Mr. Bonner. Mr. Meader? 

Mr. Meaper. No questions. 

Mr. Bonner. Are there any further questions? 

(Discussion off the record.) 

Mr. Bonner. Thank you very much, gentlemen. We will go into 
an executive session now. 

(Thereupon, at 11:04 a. m. Friday, October 19, 1951, the subcom- 
mittee proceeded in executive session. ) 


WASHINGTON, D. C.—BRIEFING EXHIBIT 1 


(Additional material on scrap situation submitted to the sub- 
committee :) 
Memorandum for the Chairman, Munitions Board. 
Subject: Korean Scrap Mission. 


1. As instructed in letter orders of August 8, 1951, the undersigned escorted 
the four GSA consultants to Japan, reported to FECOM, and contacted Mr. 
Hamilton Morton of the Emergency Procurement Service, GSA, in Tokyo. 
After all necessary military headquarters were visited, and our mission explained, 
we left Japan for Korea, where the mission covered approximately 2,100 miles 
by air, jeep, boat, and rail. Appropriate arrangements on a V. I. P. status were 
made throughout the tour and every assistance was given these consultants to 
enable them to carry out their assignment. Protocol was carefully observed and 
relations with military and civilian contacts were friendly and cooperative in 
every case. We believe that the trip of this mission has cleared up the confusion 
regarding Republic of Korea scrap and has uncovered a valuable source of supply 
of United States-owned scrap which can be returned to the United States upon 
the determination of the proper authorities. 

2. Copies of the consultants’ preliminary report were air-mailed to you and 
Mr. Walsh of GSA by the mission’s chairman, Mr. A. W. Snyder. Also. being 
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submitted to you, under separate cover, is a ‘‘secret”’ staff study by Mr. W. 8. 
Whitehead, Office of the Comptroller, Department of the Army, which covers 
various phases of the disposal of Army-generated and battlefield ferrous scrap 
and expended brass shell cases within FECOM. Mr. Whitehead accompanied, 
but was not part of, the mission. Answers to the questions set forth in our 
orders are contained in enclosure 1; enclosure 2 is a map showing the area covered 
in Korea by the mission. 

3. Briefly, the facts on Republic of Korea scrap and battlefield- and Army- 
generated scrap in Korea and Japan are as follows: 

(a) Republic of Korea scrap.—The Republic of Korea has approximately 
150,000 tons of scrap, but only about 50,000 tons might be purchased by 
the United States Government, since 100,000 tons are already committed 
to the Pacific Island Scrap Corp., which intends to make deliveries to 
Japanese mills. It is unlikely that any of the remaining 50,000 tons will 
reach the United States. In the first place, the Republic of Korea has 
indicated an unwillingness to negotiate further sales until May 1952, when 
its contract with the Pacific Island Scrap Corp. is completed. Secondly, 
the competitive price has been established by this contract at $38.23 per 
metric ton, f. o. b. vessel, Pusan. Scrap, therefore, could only be landed on 
the west coast for sale at a price considerably above the OPS ceiling price in 
San Francisco. This would be true even if shipments were made in MSTS 
vessels at ‘out of pocket’? expense, although in this case scrap might be 
landed on the west coast at a price United States mills can pay. 

(b) Battlefield and Army-generated scrap in Korea and Japan.—There are 
20,000 to 25,000 tons of battlefield ferrous scrap and approximately 19,000 
tons of battlefield brass in Korea available for return to the United States 
after collection and proper preparation. In Japan, the Army has on hand 
25,000 tons of ferrous scrap that could be shipped immediately to the United 
States upon directive from higher authority. This scrap in Japan is part 
of the residue from the Pacific Island ‘‘roll-up” program, other accumulations 
in the past having been sold to Japanese buyers. In addition to the 25,000 
tons on hand in Japan, Army sources estimate that about 3,500 tons per 
month will continue to be generated by the Army Engineer and Ordnance 
depots in Japan which rebuild vehicles that have been returned from the 
Pacific islands, or that are being returned from Korea. The Army also has 
a potential 40,000 tons of scrap in Japan in the form of vehicles, tractors, 
etc., which are part of the Pacific island ‘‘roll-up” program. These vehicles 
for which most parts are no longer obtainable, are 8 to 10 years old and are 
carried on the books as class D material (restorable at considerable expense). 
If authority were obtained from the Department of the Army, we understand 
that these vehicles could be scrapped without, in any way, endangering the 
campaign in Korea. However, in all fairness to the officers of the Engineers 
and Ordnance in charge of the reclamation program, with whom we dis- 
cussed the shortage of scrap in the United States, it must be stated that they 
felt that a large part of the scrap being generated by the “roll-up”? program 
should be used in Japan. This because the Japanese mills had furnished and 
are furnishing certain badly needed steel items for the Korean campaign 
which United States mills have, as yet, been unable to supply. 

4. With regard to paragraph 3 (b) above, it should be stated that the salvage 
and reclamation program of the Ordnance, Engineers, and Quartermaster services 
in Japan has resulted in tremendous savings and has restored to combat use many 
thousands of trucks, jeeps, tractors, tanks, and equipment, ete., without which 
we might well have lost Korea. 

5. In conclusion, it is our opinion that— 

(a) The best interests of the United States will be served if the 50,000 
tons of available Republic of Korea scrap finds its way to Japan for use there, 
inasmuch as the U. N. forces in Korea are receiving large amounts of Jap- 
anese fabricated steel products which are of inestimable value to the Korean 
campaign. 

(b) All battlefield- and Army-generated scrap, both in Korea and Japan, 
above the needs of FECOM, should be brought back to the United States 
in MSTS ships, since the price of the scrap, and the cost of moving it, can be 
set so as to permit its sale in the United States at OPS ceiling prices. 

O.uFFrE E. THomas, Colonel, GSC. 
Cuar.es B. Hecx, Commander, USN. 
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WasHIneTon, D. C.—BrIEFING ExuIsitT 2 
ANSWERS TO QUESTIONS REGARDING THE KorEAN Scrap SITUATION 


(a) Ouestion.—How much scrap does the Republic of Korea own (by types; 
i. e., heavy melting, etc.)? 

Answer.— The Republic of Korea has about 150,000 tons of ferrous scrap broken 
down as follows: Railroad, 60,000; Korean dealers, 60,000; industrial and marine, 
20,000; and rubble, 10,000. About 80 percent of the total is unprepared scrap and 
pag 70 percent is heavy scrap which can be prepared as No. 1 heavy melting 
steel. 

(b) Question —Is the Government of Korea willing to sell its scrap to EPS at 
a price EPS can pay? 

Answer.— Not at the present time. Representatives of the Republic of Korea 
stated that their Government would not negotiate any further sales of scrap unti! 
its contract for 100,000 tons with the Pacific Island Scrap Corp. was completed. 
This would not be until May 1952. The Republic of Korea policy was stated as 
favoring shipment of their scrap to the United States, but their desire to obtain 
the highest possible price was also stressed. Obviously, were the Republic of 
Korea willing to sell additional scrap, the competitive price would be $38.23 per 
metric ton, stowed aboard ship in Pusan, Korea—or the same price paid by the 
Pacific Island Scrap Corp. 

(c) Question.—If EPS is successful in purchasing Republic of Korea scrap, can 
satisfactory arrangements be made with commercial scrap firms to collect and 
move scrap aboard ship? 

Answer.—The Koreans lack necessary equipment and know-how to prepare 
scrap properly. The mission believes that satisfactory arrangements could and 
should be made with a United States commercial firm or firms, under Government 
contract, to collect, prepare, and move Republic of Korea scrap to seaboard. 
Equipment and technical and supervisory personnel would have to be brought in, 
but Korean labor could be used to do the actual work. 

(d) Question.—If ROK scrap is sold to commercial firms what difficulty would 
be presented with respect to CINCFE? 

Answer.—There is no legal way that the Army can assist these firms. For 
example, if a commercial firm purchased scrap—where is, as is—it would have to 
collect, prepare, move, and load its scrap without the benefit of available Army 
services, such as docks, cranes, trucks, stevedore supervision, ete. Any equip- 
ment brought in by the firm to accomplish the job probably would be subject to 
confiscation by the ROK Government at the termination of the contract. In 
addition, commercially owned scrap would have a low priority for movement in 
rail cars, the allocation of which is controlled by the Army. If a commercial 
firm purchased ROK scrap f. 0. b. vessel, Korean port, it would more than likely 
encounter the same difficulties that the Lipsett Co. did when it lifted 7,500 tons 
from Pusan in a chartered vessel. In this case, the scrap was poorly prepared by 
the Koreans; barged to the ship because dock space was, and still is, reserved for 
military and civil assistance cargoes; and badly loaded for lack of proper super- 
vision. The loading took 41 days and resulted in high vessel demurrage. 

(e) Question.—What is the status of the Pacific Island Scrap Corp. contract? 
Is contract finalized? Are they moving scrap?. What is their estimated schedule 
of movement? 

Answer.—The contract between the Pacific Island Scrap Corp. and the Govern- 
ment of the Republic of Korea for the purchase of 100,000 metric tons of scrap 
at $38.23 per ton has been finalized and is attached for reference. Among its 
more important stipulations are: 

(1) All equipment (furnished by the buyer for use in the collection, prepara- 
tion and shipment of scrap) except oxygen bottles, becomes after completion 
of the contract, property of the seller. 

(2) Material is to be delivered (by the seller) within 10 months from 
July 5, 1951. After the first 3 months the minimum delivery in any 1 month 
is to be 8,000 metric tons. 

(3) Seller agrees to prepare material in such a way that it will stow flat 
in the hold of vessels at a maximum of 50 cubic feet per 1 metric ton. 

(4) Seller will load all vessels, guaranteeing to load per day 500 tons at 
Pusan and 300 tohs at all other Korean ports. 

(5) The buyer warrants that the countervalue of the scra ——— will 
be sold in the form of finished steel products to the Uni tates only for 
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consumption, the place of the barter of the scrap into finished steel products 
to be at the buyers option.! 

The Korean Government is now moving scrap to port areas in an effort to 
fulfill its part of this contract but, to date, no shipment has been made by the 
Pacific Island Scrap Corp. While the shipping schedule of scrap (to Japan) 
under this contract is not known, it is pointed out that shipments must be com- 

leted within 10 months. Accordingly, it can be assumed that the Pacific Island 
boca Corp. will schedule a ship whenever scrap accumulations so warrant. 

(f) Question.—Assuming that Mr. Morton is able to complete a plan to purchase 
and remove ROK scrap, does his plan have the concurrence of appropriate military 
headquarters? 

Answer.—Representatives of the ROK Government refused to negotiate for 
the sale of scrap over and above that already committed to the Pacific Island 
Scrap Corp. until that contract has been completed. However, the Scrap Mission 
in its preliminary report has reeommended— 

“That immediate steps be taken by the United States Government to purchase 
(where is and as is) the approximate 50,000 tons of available ROK scrap not 
committed to the Pacific Island Scrap Corp.; provided that— 

“(1) A contract -is let by the United States Government to a United 
States commercial firm or firms to collect and prepare scrap for overseas 
shipment. 

(2) The Army is made responsible for the ship loading of ROK scrap. 

“‘(3) Shipments are made in MSTS vessels at ‘out-of-pocket expense’ with 
necessary price adjustments by the Government in the event the landed 
cost per ton exceeds the OPS ceiling price in the United States.” 

No copy of the above report was submitted to FECOM but it is safe to assume 
that there would be no objections since, except for the latter part of (3) the 
recommendation of the mission is essentially the same as the position set forth 
in CINCFE’s 290935 Z of June 1951. 

(g) Question.—What transportation problems exist relative to the local move- 
ment of ROK scrap to port for transshipment? 

Answer.—Most scrap is located near rail lines and can be moved easily to any 
one of several ports by railroad provided the tactical situation does not demand 
greater utilization of existing rolling stock. Highways are exceedingly bad and 
long-haul motor transportation of scrap would be uneconomical even if sufficient 
vehicles were available for the purpose. Although there is a shortage of motor 
transport for certain shuttle services, the Koreans are now accomplishing the 
job by using A frames on the backs of men and small horse-drawn wagons. Were 
a United States commercial firm, under contract to the United States Govern- 
ment, to collect, prepare, and move scrap to seaboard, the shortage of trucks 
for shuttle service might be alleviated by the use of available army trucking. 

(h) Question.—Can all ROK scrap be outloaded at Pusan? If not, where can 
it be loaded and what are attendant problems? 

Answer.—Since there would only be atotal of 50,000 tons available for purchase, 
all scrap probably could be outloaded at Pusan. However, ship loadings would 
have to be in the stream because the docks are used for more important cargoes. 
The mission believes that any United States Government purchased scrap should 
be loaded by the Army over the docks at Masan, some 40 miies to the west of 
Pusan. For further information refer to port and port facilities under section VII 
of the mission’s preliminary report. 

(1) Question—How much ROK scrap is available in port areas for immediate 
shipment and what are anticipated monthly tonnages that can be accumulated 
in port areas over and above that now ready for shipment? 

Answer.— There are approximately 13,000 tons of scrap available in port areas 
for immediate shipment; 5,000 tons of unprepared in Pusan and 8,000 tons of 
prepared in Inchon. The former, owned by the Korean Government, is earmarked 
for the Pacific Island Scrap Corp.; the latter, which is privately owned, is being 
shipped, with the approval of the ROK Government, to Japan by Korean dealers. 
It is estimated that the Koreans can accumulate a maximum of 10,000 tons in 
port areas. 

(j) Question—What equipment is needed to accelerate the preparation and 
loading of scrap? 

Answer.— Preparation: Adequate facilities for the preparation of scrap are not 
presently available in Korea. Cranes, magnets, shears, cutting torches and 


1 A staff study by FECOM indicated that under a countervalue arrangement only 15,000 tons of finished 
steel products would be returned te the United States. 
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gas in cylinders would have to be imported to prepare heavy scrap; and baling 
presses would be helpful in preparing light scrap. 

Loading: If the United States Government purchases ROK scrap, ships should 
be loaded at the docks in Masan, Cranes and magnets would permit faster 
handling and loading. 

(k) Question.—After consideration of military requirements for port facilities 
what is estimated ROK scrap tonnage that can be outloaded monthly from Pusan 
and/or other ports for (1) direct shipment to the United States or (2) transship- 
ment to the United States? Will shipping be available to lift this tonnage? 

Answer.—Since ROK scrap totals 150,000 tons and 100,000 tons has already 

- been committed to the Pacific Island Scrap Corp., only 50,000 tons is available 
for purchase by the United States Government. In view of the relatively small 
tonnage that could be purchased, and the fact that it must first be collected, 
prepared and moved to seaboard, it is believed that all shipments by the United 
States Government could be made expeditiously through the port of Masan. 
Adequate shipping, either commercial or government is available to make the lift. 

(1) Question.—If it is desirable to move ROK scrap from Korea to Japan for 
processing and reloading for shipment to the United States, what shuttle services 
can be made available and will SCAP and the Japanese Government approve 
the use of Japanese facilities? 

Answer.—MSTS vessels, ships operated by the Korean Shipping Corp. (ROK 
owned), and certain Japanese ships would be available for shuttle services. 
Indications are that SCAP would not oppose the use of Japanese facilities were 
scrap shuttled to Japan for processing and further shipment to the United States. 
Although the official attitude of the Japanese Government, in this connection, 
is not known, there is ample reason to believe that it would prefer the scrap for 
its own steel production. 

(m) Question.—Does free smelting capacity exist in Japan so scrap could be 
reduced to ingot and ingots shipped to the United States? 

Answer.—Yes. Japanese steel mills are operating at 80 percent capacity, and 
could consume an additional 1% million tons of scrap if worked to capacity. 
However, it is doubtful that rigid United States steel specifications could be met 
because Japanese mill scrap charges contain a high degree of contamination— 
nonferrous, tin plate, ete. 

(n) Question.—In the event Republic of Korea scrap is moved to Japan for 
processing and subsequent shipment to the United States, what will be the 
approximate cost per ton for shuttling, and for unloading, processing and loading 
in Japan? When delivered to the United States, how will its over-all cost compare 
with scrap shipped direct to and processed in the United States? 

Answer.—Republie of Korea scrap cannot be returned to the United States at a 
landed cost per ton reasonbly near the OPS ceiling price unless ocean transporta- 
tion is by Government vessel without charge, or at “out of pocket’’ expense. 
Although the cost of processing a ton of scrap in Japan is less than in the United 
States, the transshipment of scrap to Japan for processing and further shipment 
to the United States would involve other factors such as extra handling and the 
need for more shipping which would offset the above advantage. It is therefore 
deemed more economical to have scrap prepared in Korea and shipped direct to 
the United States for processing in United States mills. Refer also to the answer 
in (m). 

(0) Question.—Can Republic of Korea scrap be returned to the United States 
by privately operated commercial vessels of American or foreign registry? If so, 
what are CINCFE’s objections? 

Answer.—Commercial steamship companies probably will not want to divert 
their “berth’’ vessels to Korea to lift scrap, but sufficient commercial vessels are 
said to be on the market for charter. However, the purchase of Republic of 
Korea scrap by the government at the competitive price, and the use of commer- 
cial transportation, would make the landed cost per ton approximately $25 over 
the OPS ceiling price in San Francisco. Since the same applies to private bidders, 
they unquestionably will plan to ship any Republic of Korea scrap that might be 
purchased to Japan, at little cost, and obtain 50 to 55 dollars per ton there. 

CINCFE has no objections to commercial vessels lifting scrap for commercial 
buyers such as the Lipsett Co. and the Pacific Island Scrap Corp., but is of the 
opinion that scrap purchased by the United States Government should be loaded 
by the Army in MSTS vessels. This procedure would probably insure dockside 
operations, permit the use of available Army equipment and provide proper 
Cpa over stevedoring, thus eliminating the difficulties experienced by the 

aipsett Co. . 
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(p) Question.—If Government-owned or operated ships are used to transport 
Republic of Korea scrap to the United States, how will present or projected ship- 
ping schedules be effected? 

Answer.—The movement of 50,000 tons of serap or six full cargoes should have 
little.effect upon present or projected shipping schedules; particularly when collec- 
tion and preparation problems will limit shipments to one or two per month. 
If military requirements for shipping are not greatly increased, it is believed that 
scrap shipments could be made without adverse effect by readjusting or tightening 
present schedules. 

(q) Question.—If EPS purchases Republic of Korea scrap, what will be the 
relative advantages and disadvantages to General Services Administration, the 
military, and the Government generally of returning it to the United States by 
(1) privately operated vessels, if available, (2) MSTS vessels, or (3) NSA vessels? 

Answer.—(1) Privately operated vessels: If Republic of Korea scrap were 
purchased at the competitive price of $38.23 per gross ton, f. o. b. vessel, Korean 
port, and shipped commercially to San Francisco by chartered vessel, the landed 
cost per ton would be approximately $60 or $25 over the $35 OPS ceiling price 
in San Francisco. Although imported scrap is not subject to ceiling-price regula- 
tion, it is doubtful that the steel mills could or would pay this price. If this 
were true, Government subsidy would be the only answer. In fact, certain 
sources, both inside and outside the Government, believe that it would be unmoral 
for the Government to purchase and sell scrap at over the established ceiling price. 

(2) MSTS vessels: If Republic of Korea scrap were shipped in MSTS vessels, 
at MSTS estimated rates, the landed cost per ton would be higher than in (1), 
above. However, there appears to be no good reason why scrap, vitally needed 
by the United States Government, could not be shipped by MSTS at “out of 

cket”’ expense. Cost figures for this method of rp oo were not available 
in the Pacific and would have to be determined by MSTS in Washington, but it 
can be assumed safely that the land cost per ton would be substantially reduced, 
although not below the OPS ceiling price. If the Republic of Korea Government 
agreed to sell to EPS and this method was followed, the negotiated price for 
delivery at Korean port might be about $36 per ton, since the Republic of Korea 
Government would not have to load ships. Were the scrap loaded by the Army 
(Korean stevedores under contract) and shipped in MSTS vessels, say, at a cost 
of $6 per ton, the landed cost in San Francisco would be approximately $45 per 
long ton. This might be an acceptable price to the steel industry. Moreover, 
if a subsidy were required it would not exceed $10 per ton. The shipment of 
scrap in MSTS vessels without charge, if not illegal, would be unethical, since 
military appropriations would be used for a purpose not intended. It would 
also result in a hidden subsidy. 

(8) NSA vessels: There are about 10 NSA vessels per month, returning to 
the Pacific coast in ballast from India, that could be made available to lift Republic 
of Korea scrap purchased by EPS. NSA is also developing a program to convert 
to general agency Government-owned Victory-type ships presently in the service 
of MSTS under bareboat/time charter arrangement. When this is done, NSA 
vessels assigned to MSTS for outward voyages to the Orient could be returned 
to NSA control after discharging military eargoes. This would make many more 
NSA vessels available. The shipment of this scrap, however, would have to be 
at “out-of-pocket”? expense for the same reasons as are indicated in (2) above. 
Since any battlefield- and Army-generated scrap destined to the United States 
will be shipped in MSTS vessels, and since the tonnage of Republic of Korea 
scrap available for purchase is small, it appears more consistent and practicable 
to have it loaded by the Army and carried in MSTS vessels. 

(r) Ouestion.—If EPS negotiations are unsuccessful and commercial interests 
coho ye Republie of Korea serap and request Government transportation to the 

Jnited States, what rates should be charged and what ships (MSTS or NSA) 
should be used? 

Answer.—In view of the low transportation costs from Korea to Japan, and the 
favorable market prices for scrap in Japan (currently 50 to 55 dollars), it is believed 
that bidders planning shipment to the United States could and would be outbid 
by those planning shipment to Japan. However, if a request were made by a 
United States commercial firm to use Government ships for transportation to the 
United-States, NSA vessels should be used, and the rate should be as agreed upon 
between NSA and the commercial firm. This has been done before; for example, 
NSA has carried iron ore for the account of Bethlehem Steel Co. homeward from 
Scandanavia. 
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(s) Ouestion.— What will be relative priority of Republic of Korea scrap and 
battlefield scrap in the event limited port capacity and/or shipping preclude the 
shipment of both categories at the same time? 

Answer.—There should be no problem regarding priorities. The tonnages in- 
volved are relatively small, and the time required for the collection and preparation 
of scrap would spread shipments over an extended period. In this connection, 
Republic of Korea battlefields and Army-generated ferrous scrap, which might be 
shipped to the United States, totals between 70 and 75,000 tons; expended brass 
shell cases, which are shipped to the United States under Department of the Army 
directive, total 19,000 tons, Other Army nonferrous scrap is insignificant in 
amount. However, should the question arise the following priorities should be 
established: 

Priority 1: Expended brass-shell cases. 

Priority 2: Ferrous scrap with low-carbon and low-alloy content. (Is in 
greater demand in the United States than high-alloy scrap.) 

Priority 3: Ferrous scrap with high-alloy content. 

(t) Question.—Are precautions being taken to insure that Korean scrap does 
—_ Tr into the hands of those who will dispose of it through black-market chan- 
nels . 

Answer.—Since the Japanese market offers an exceedingly high price for scrap, 
the only possible black-market areas would be in Communist-dominated countries. 
Shipment to such areas is unlikely, and would be impossible in any substantial 
quantity for the following reasons: 

(1) Export licenses must be obtained from the Republic of Korea Govern- 
ment before any privately owned Korean scrap can be shipped legally out of 
the country. 

(2) The Republic of Korea Government itself has sold most of its scrap. 
This has gone to the Lipsett Co. for return to the United States, and to the 
Pacific Island Scrap Corp., which intends to sell in Japan. 

(3) Ships leaving Korean ports may be challenged and searched for contra- 
band goods by United Nations naval forces. 

(Attachment: Copy of Pacific Island Scrap Corp. contract.) 


Paciric IsLanp Scrap Corp., 
55 New Montcomery Sr., 
San Francisco, Calif., July 28, 1951. 
MINISTRY OF TRANSPORTATION, 
Pusan, Korea. 

GENTLEMEN: We refer to Paragraph 8 of our agreement dated July 5, 1951, 
for the sale and purchase of 100,000 tons of steel scrap. In interpretation of ths 
phrase ‘‘finished steel products’’ this means any and all products of steel mills as 
for instance ingots, billets, steel plate, steel bars of all shapes, coated or uncoated 
steel sheets, structural steels, rails or wire products. 

Very truly yours, 
Paciric IsLAND Scrap Corp., 
FraNK Korn. 


WasHInctTon, D. C.—BrIEFING EXHIBIT 3 


Paciric IsLAnp Scrap Corp., 
San Francisco, Calif., July 6, 1951. 


AGREEMENT 


Following is an agreement for the purchase of 100,000 metric tons of scrap steel 
between the Ministry of Transportation of the Republic of Korea, i pepe 
the Government of the Republic of Korea, in the following called the Seller an 
represented by Mr. Pack Kwan Sook, Director of Supply Bureau and the Pacific 
Island Scrap Corporation, in the following called the Buver and represented by 
Mr. Frank Korn. The agreement is based on the “bidding conditions of scrap 
sales” of May 29, 1951, the bid offered by the buyer,on June 15, as well as their 
Memorandum dated June 21, and the subsequent award with letter of the Ministry 
of Transportation dated June 23, 1951. : 

It is understood by both parties that the intent of this sale is the desire of the 
Korean Government to assure the benefit of the final use of such scrap to the 
United States war effort. Both parties will cooperate in every way to attain 
this goal as quickly as possible. 
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1. Quantity: The Buyer agrees to buy and the Seller agrees to sell 100,000 M/T 
(one hundred thousand metric tons) of steel scrap (5% more or less). 

2. Quality and Size: The scrap to consist at least in 50% of the delivered 
tonnage of Railroad scrap the balance equivalent civilian scrap. In any case all 
scrap to be free from alloy scrap, also any explosives and light iron (material 
below 2 millimeters in thickness). 

No piece of scrap to exceed either 5 tons in weight or 1 meter in width, 0.5 meter 
in thickness, or 2 meters in length. 

3. Price: The purchase price for this serap to be US$38.23 per metric ton 
(thirty-eight dollars and twenty-three cents for one metric ton) F. O. B. Korean 
port trimmed and stowed. 

4. Equipment and Materials: The following equipment and material shall be 
furnished by the Buyer for use in the collection, preparation, and shipment of 
above-mentioned 100,000 M/T of scrap: 

1 20-ton Steam locomotive crane 

3 10-15-ton truckcranes 

1 Alligatorshear 

400 cutting torches 

600,000 kilograms carbide 

Oxygen contained in 40,000 bottles 

All equipment to be new or used and in good condition. 

The maximum amount of oxygen bottles at any one time to be 2,000 bottles, 
including bottles in use, being refilled or in transportation. 

All equipment becomes, after completion of the contracts, property of the Seller, 
whereby it is however understood that oxygen bottles are not considered part 
of equipment; they are to be returned promptly to the Buyer. 

All quantities of equipment and materials are based on the delivery of 100,000 
M/T (5% more or less) by the Seller, 

5. Delivery: The material is to be delivered within 10 (ten) months from the 
signing of this contract. After the first three months the minimum delivery in 
any one month to be 8,000 M/T. 

6. Preparation of Material: Seller agrees to prepare the material in such a 
way that it will stow flat in the hold of the vessels. The material to stow at 
a maximum of 50 cubic feet per 1 M/T. 

7. Leading: Seller will load all vessels employing labor for 24 hours each day. 
Seller guarantees to load per day 500 tons at Pusan and 300 tons at all other 
Korean ports. 

Seller to furnish safe berths for all of Buyer’s vessels. 

8. Destination of Material: The buyer warrants that the countervalue of the 
scrap purchased under this contract will be sold in the form of finished steel 
products to the United States only for consumption. The place of the barter 
of the scrap into finished steel products is at the Buyer’s option. 

9. Bond: Buyer agrees to furnish Seller performance bond in the amount 
of US$1,000,000.00 (one-million dollars), guaranteeing the fulfillment of all terms 
of this contract. Bond to be forfeited in case of nonperformance. 

10. Delivery: Delivery of any shipment is to be effected upon issuance of clean 
on-board ocean bills of lading. 

11. Title and Risk: Title and risk for each shipment shall pass to the Buyer 
upon delivery as hereinabove provided. 

12. Export procedure: It is the responsibility of the Seller to furnish all neces- 
sary export licenses in agreement with this contract. 

13. Payment: Buyer agrees to open irrevocable Letter of Credit for US$1,000,- 
000 (one million dollars) with the Chase National Bank of the City of New York 
at New York, this letter of credit to be available for 90% of invoice value against 
Seller’s sight draft drawn on the Chase National Bank at New York if accom- 
panied by the following documents: 

1. Full set of clean on-board ocean bills of lading (charter party bills of 
lading acceptable). 

2. Weight certificate showing the weight by draft measurement, signed by 
R. J. Del Pan or other inspection agency acceptable to Buyer. 

3. Seller’s invoice in triplicate. 

The balance of 10% to be available against Seller’s sight draft drawn on the 
Chase National Bank at New York if accompanied by: 

1, Seller’s final invoice in triplicate. 
2. Weight certificate showing the outturn weight at port of destination. 








230 FEDERAL SUPPLY MANAGEMENT 


Buyer agrees to take the necessary steps for the opening of additional letters 
of credit for US$1,000,000—immediately after the balance of the preceding letter 
of credit has been reduced to US$100,000 (one hundred thousand dollars). 

14, Contract: The contract is issued in both the Korean and English languages 
(6 copies each) and signed by both parties. The English version is to govern in 
case of any discrepancies. 

REPUBLIC OF KOREA 
MINISTRY OF TRANSPORTATION, 
By K. 8S. Pack, 
Director of Supply Bureau. 
Paciric Isnanp Scrap CORPORATION, 
By Frank Korn, Representative. 


WASHINGTON, D. C.—BRIEFING ExHIBIT 4 


NaTIONAL Propuction AuTHoRITY, 
DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
October 10, 1961. 

Memorandum. 
To: Heads of all NPA and DPA bureaus, offices, and divisions. 
From: Manly Fleischmann, Administrator. 
Subject: Salvage operations. 

Effective today, I have appointed Mr. Robert Warner special assistant to the 
Administrator, DPA, in charge of all salvage operations. 

It will be Mr. Warner’s duty to coordinate all salvage programs in DPA and 
NPA. In the capacity of special assistant he will contact the proper officials in 
other Government departments and defense agencies in an effort to enlist their 
cooperation in increasing the flow of scrap for military and essential use. 

Programs in DPA and NPA should be cleared with Mr. Warner or those 
delegated by him to clear such programs. 

The above appointment does not affect any changes in the duties of the Salvage 
Division or in the Division’s personnel. 

DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington, October 18, 1951. 
Hon. Hersert C. Bonner, 
Chairman, Bonner Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: I shall be very much interested to learn what you uncover 
on your trip to the Far East. I cannot overemphasize the importance in getting 
as much of this overseas scrap as possible to our United States mills. It makes me 
shudder to think now of the way we destroyed equipment following the last war 
that should have been returned as part of our natural resources to this country. 

This morning I had a long talk with Mr. J. L. Moore, who represents the Cole- 
man Co., Inc., of Wichita, Kans. Mr. Moore can be reached at Ordway 7042 
or Sterling 2398. I wish that your committee might spend a few minutes with 
him discussing the possibilities of bringing in scrap from the western desert of 
Libya and from Syria. He informs me that in Egypt there are well near a million 
tons. I believe most of this Egyptian scrap has been gathered and baled. This 
scrap was generated during the last war in the long battles between Rommel and 
the British. The Germans endeavored to get out this Egyptian scrap, but 
the ‘“‘squeeze” apparently ran too high. Mr. Moore is of the opinion that we might 
make a deal with the Egyptians as they do not bear the same resentment toward 
us as they do toward the Germans. 

The Italians offered to buy the Libyan scrap at a high price, but the Libyans 
refused to sell it after they learned that the Italians had made a deal to dispose 
of it to Israel. The Arabs, of course, do not wish to be in the position of aiding 
a nation they view as an enemy. According to Mt. Moore there are some hun- 
dreds of thousands of tons, though this scrap would have to be cut up and moved 
to Tobruch or some other deep-water port. The man to contact on this is Arthur 
Matossian, the representative of the Coleman Stove Co. Mr. Matossian is in 
Beirut. It is Mr. Moore’s impression that this west desert scrap might be pur- 
chased for $30 aton. If it could be loaded at that price, it certainly sounds like 
a proposition that should be investigated immediately. 
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I am going to be in the West for a week. Upon my return, I am going to 
discuss with the General Services Administration the advisability of sending a 
scrap expert over to make a survey of all of this Middle East scrap. 

I have asked Mrs, Hall, my secretary, to contact the General Services Admin- 
istration and to attach a copy of their far eastern report to this letter. 

Sincerely yours, 
RoBeERT WARNER, 
Special Assistant to the Administrator in Charge of Salvage Operations. 


(Enclosures: Preliminary report on Korean and Japanese scrap dated Sep- 
tember 22, 1951; photostat copy of recommendations concerning the return of 
scrap iron and steel from the Pacific area to United States consumers.) 


OcroserR 10, 1951. 
Mr. A. J. WALSH, 
Commissioner, General Services Administration. 
Emergency Procurement Service, Washington 25, D. C. 

Dear Mr. WausnH: Your scrap commission respectfully makes the followin7 
principal recommendations concerning the return of scrap iron and steel from the 
Pacific area to United States consumers. 

1. That heavy iron and steel scrap generated in Korea by the United States 
Army and by the engineer and ordnance depots in the Tokyo area be returned 
to the United States of America by directives in the same way that nonferrous 
scrap is now being handled out of the same operations. General Marquat of 
SCAP has agreed that this policy should be followed especially while United States 
mill inventories are in such a precarious state. 

2. There are a number of Japanese naval and merchant vessels yet to be 
disposed of. These vessels are our property under the peace treaty terms. No 
further contracts should be entered into with Japanese concerns, instead we 
recommend that combinations be made of American and Japanese wreckers to 
take advantage of low Japanese labor costs and all scrap to then be returned to 
the United States of America. If these combinations ere not feasible the sales 
could be made to Japanese wreckers under a contract stipulation that a predeter- 
mined percentage of the resultant scrap would have to be delivered to United 
States consumers, 

3. That a close check be kept on deliveries against the present Korean contract 
with Pacific Island Scrap Co.; this can be readily done through the General 
Services Administration, Tokyo Office. If it is found that deliveries are lagging 
then we should immediately insist on a new purchase for delivery direct to the 
United States of America. It should be borne in mind that the United States 
Army is operating the Korean Railroad on an advisory basis. We have already 
supplied rolling stock and also supplies of oxygen and acetylene are being supplied 
by the Army and part of this is used in preparing scrap now going against the 
Pacific Island contract. 

4. The owners of the Indian scrap, Tata Iron & Steel Co., Ltd., and the Steel 
Co. of Bengal are both anxious to sell their scrap but as matters now stand this wili 
have to be a Government to Government transaction. The Indian Government 
now insists upon steel products in return for scrap which the mills cannot or will 
not use and until this feature is cleared up, no negotiations will be possible. We 
know that India is already receiving quota shipments of tinplate and we were 
also advised that heavy machinery is going to the same country. A thorough 
check should be made of the items we are now supplying and perhaps we are 
already in a position to say that our end of any barter deal is now taking place. 

It is recommended that this scrap be returned to the United States of America 
on grain ships which are now returning empty. 

5. Japanese consumers, despite good inventories and future supply, have been 
and still are paying exhorbitant prices for scrap and well above ceiling prices in 
the United States of America. It will be necessary to meet this competition in 
order to get a portion of the Pacific tonnages. We, therefore, reeommend the 
removal of scrap from the Pacific areas by MSTS vessels at out-of-pocket expense 
and allocation of the scrap upon its arrival in the United States of America at 
ceiling prices then in effect. 

6. That a broad program headed by military and/or civilian personnel be 
initiated immediately in Japan, Korea, and other Pacific areas to cooperate with 
other United States and foreign government agencies to follow through with the 
work already accomplished by this mission. This recommendation is made be- 
cause we expect the duties of SCAP will be greatly reduced now that the peace 
treaty has been signed. 
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7. That the State Department follow through and insist on collection and re- 
turn of scrap to the United States of America by countries such as Formosa, 
Thailand, and others whom we are currently assisting. Salvage drives which 
the mission recommended should be initiated in these countries. 

8. As can be seen from preliminary — all of the larger lots of Pacific 
scrap have been sold to Japanese mills. his was an unfortunate development 
because this mission began operations after the choice lots had already been dis- 
posed of. The present State Department and Army policy of favoring Japanese 
mills rnust be modified and it is recommended that the bulk of the scrap from the 
Pacific areas under our control be shipped to the United States of America. 

The reports already filed with your office on September 22 and October 10, 
on a preliminary basis may now be considered as final. 

Yours truly, 
A. W. Snyper, Chairman. 
Rosert L. LAMBorN. 
Harry MAarrey. 
Lronarp 8S. McCat.t. 





OcToseR 10, 195t. 
Mr. A. J. Wats, 
Commissioner, General Services Administration, 
Emergency Procurement Service, Washington, D. C. 


Dear Mr. Watsu: Supplementing my letter of September 22, we are enclosing 
original, and one copy of additional preliminary scrap reports as follows: 
(1) United States Army scrap in Japan, 
(2) Serap on Okinawa. 
(3) Scrap on Formosa. 
(4) Scrap in Thailand and India. 
Final recommendations are now being prepared and will be in your hands 
Thursday, October 13. 
Yours truly, 
A. W. Snyper, Chairman, 
R. L. LamMporn. 
Harry MaAR.ey. 
Leonarp 8. McCauu. 


PRELIMINARY Report oF Mission ON Unirep States Army Scrap In JAPAN 


(Prepared by Arthur W. Snyder, chairman; Robert L. Lamborn, Harry Marley, 
Leonard 8S. McCall) 


Wasuinaton, D. C., October 10, 1951. 


The repairing and rebuilding of equipment brought from the Pacific islands 
and returned from Korea is done in five large installations in the Tokyo area, 
The scope of this work in astonishing and eonsiderably beyond the original con- 
ception of this group. 

The so-called roll-up program brought 44,000 vehicles, tanks, trucks, road- 
building equipment, etc., from the Pacific islands along with large amounts of 
boxed parts. Army material from Korea is now coming in, and all this material 
is now being placed back in service on an assembly-line basis. 

The Oppama Ordnance Shops now have on hand approximately 11,000 trucks 
and vehicles for rebuilding. This section also has stocks at Tokorozawa and 
Kawasaki, and from all three locations we estimate about 65,000 tons of scrap 
could be collected and shipped out in the next 6 months. A good part of this ton- 
nage is now scrap, but much is now classified c, i. e., surplus to requirements. The 
Engineer’s Depots at Sagami and Yokahama have on hand 12,000 pieces of heavy 
equipment, such as cranes, tractors, and road building. This is all “roll-up’’ 
material plus Korean returns. 

The Tokyo Engineering Works under United States Army engineers has placed 
back in operation 350,000 units; i. e., engines, rear ends, and transmissions. In 
this plant all units are completely torn down and reassembled. To our knowledge, 
there has never been a comparable operation. ; 

The Tokyo Ordnance Depot in Tokyo employs 14,000 individuals in their 
single plant. Operations cover rebuilding tanks, guns, rifies, and in August 
shipments inbound and outbound amounted to 50,000 tons. 

From January 1950 through August 1951, these operations produced and sold 
91,600 gross tons of scrap, all of which has gone to Japanese mills. The prices 
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ranged from $3.50 to $18 per metric ton ‘‘as is, where is.’ This scrap was not 
offered to American buyers, and we understand all deals were on a negotiated 
basis. This system has now been stopped, and proposals are being sent out now 
to American buyers covering the next tonnage to be sold. We estimate this will 
be at least 6,000 tons. 

All nonferrous scrap from these operations is now going back to the States on 
Army directives, and in view of the Japanese scrap inventories there seems to be 
no reason why heavy iron and steel scrap cannot be handled in the same way. 


PRELIMINARY Report oF Misston—STEEL ScRAP IN OKINAWA 
(THE RyuKyvu IsLANDs) 


(Prepared by A. W. Snyder, Chairman, Robert L. Lamborn, Harry Marley, 
Leonard 8. McCall) 


Formosa, Cuina, September 25, 1951. 


The island of Okinawa, contrary to certain information received by us, still has 
a substantial tonnage of steel scrap. A sale of 61,000 tons of scrap for $1,286,900 
was made in February 1951 to E. J. Griffith & Co., Inc., of Tokyo, Japan. Griffith 
has sold this material to Japanese steel mills and has shipped between 5,000 and 
10,000 tons to date; this contract covered sale of the following: 

(a) White beach salvage yard: Ordnance equipment, 15,000 gross tons. 

(b) Section base salvage yard: Small marine craft, 7,000 gross tons. 

(c) Sobe salvage yard: Heavy engineering equipment, 12,600 gross tons. 

(d) Machenalo salvage yard: Light engineering equipment, 3,000 gross 
tons. 

(e) Naha salvage yard: Light engineering equipment, 10 gross tons. 

(f) Futoma area: Heavy Ordnance equipment, 4,000 gross tons. 

(g) Tongan area: Ordnance equipment, 200 gross tons. 

(h) In addition to the scrap ferrous metal listed above, the successful 
bidder will be required to remove miscellaneous scrap ferrous metal from 
the beaches and such other locations on the island of Okinawa as may be 
specified by the contracting officer. Estimated 20,000 gross tons. 

A clause in the invitation to bid called for shipment of the scrap to Japan or 
the United States within 12 months; there is a further clause which states ‘‘Addi- 
tional serap ferrous metal located by or generated from Government sources 
during the life of this contract will be subject to negotiation between the con- 
tracting officer and the successful bidder.” 

Further sales of scrap have been made to Griffith and set up in contracts with 
him as modifications. These include 1,000 tons steel scrap ‘‘Area C’’ Sobe 
salvage yard, price $18,750; scrap located Kadena Air Base and Yomitan Air 
Field ($3,950) consisting of discarded ordnance and engineering equipment, 
trucks, cranes, tractor and “cat’ parts, ete. At Naha Air Base ($17,680). 

At the same time the foregoing scrap was offered for sale, the vessels listed here- 
under were also offered and sold to the Shunsei Sangyo Co., Ltd., of Tokyo, Japan, 
at a price of $100,000, which was later increased to $102,650 by modification 
covering purchase of additional scrap: 

(1) LST No. 916, location: Reef west of Naha, 1,200 gross tons. 

(j) T. W. Drennen (tanker), location: Reef west of Kaeling, 1,500 gross 
tons. (Broken in half.) 

(k) Ocean lighter No. 7, location: Nuton Ko, 200 gross tons. 

(2) Japanese cargo ships (2) (docks awash), 8,000 gross tons. 

A further contract for the sale of scrap is that executed by the United States 
Maritime Commission, contract No. MC. 61074 November 19, 1947, for sale of 
six Liberty Type ships, one tanker of 16,000 tons, one cargo ship of 9,235 tons. 
The total is 75,000 dead weight or equivalent to 30,000 tons scrap, which was sold 
to China Merchants and Engineer, Inc., of Seattle, Wash., for $103,654. This 
contract was later assigned to Oklahoma Philippine Trading Co. and later as- 
signed by that company to Moller Suidan Shipbreakers, Ltd., of Hong Kong for a 
consideration of $400,000. 

This contract has about 10,000 tons yet to be shipped before completion; it 
calls for completion by May 19, 1950. A 1-year extension was granted which 
expired May 19, 1951, and they now request a further extension. 

On November 21, 1947 our Foreign Liquidation Commission by contract No. 
W-ANL (PA~1)-7985A, sold to China Merchants & Engineer Co. 148 small ships 
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or landing craft plus 8,500 Navy pontoon cubes and miscellaneous gear. There 
is an estimated 41,000 tons in this contract. The price paid for this material 
could not be ascertained by this Commission. This contract also was later as- 
signed to Oklahoma Philippine Trading Co. and by them to Moller Suidan, the 
consideration reportedly being part of the $400,000 paid for the maritime contract. 

Article 8 of the foreign liquidation contracts later states: ‘The buyer agrees 
that all property purchased under this agreement which is reduced to ferrous or 
nonferrous metal scrap shall be imported into the United States for use as a scrap 
in the domestic economy. The buyer further agrees that none of the property 
purchased hereunder will be imported into the United States, except for use as 
scrap or as otherwise permitted by the applicable rules and regulations governing 
importations of surplus property.” 

Work on the above contract has not started and there is no completion date or 
time limit mentioned. . 

The commission also was informed of a nonferrous supply and/or collection 
contract between the United States and Ryukyu Salvage Co., Ltd., and Shinesi 
Sangyo Co., Ltd. (coventurers), which calls for collection and delivery of non- 
ferrous scrap metal shell cases, etc., on the islands to the United States Govern- 
ment; contractor receives $19.50 per net ton for first 1,000 tons; $27.13 for second 
1,000 tons, $66 per ton for all over 2,000 tons; thus far 15,000 tons have been 
collected; it will be illegal for Okinawans to hold nonferrous United States scrap 
after the life of this contract, which expires October 31, 1951; they are paid a 
very nominal sum for the material in their possession. 

We arrived in Okinawa Sunday afternoon, September 16, 1951; had _ brief 
conference with Colonel Shelton, Headquarters Commandant. There has been 
much talk of ships sunk and various estimate of weight; attached hereto as exhibit 
C is a list of ships known to be salvageable and degree possible. 

Annexed hereto as Exhibit D is a list of Japanese commercial and naval ships 
sunk in and around the water of Amami O’Shima and status of same. 

Exhibit E is a map showing the location of six ships and degree of visibility. 
Exhibit F shows ships and location of many on which complete information is 
lacking. 

Monday, September 17, had conference with Mr. Murphy and Matt J. Warden, 
who showed us contracts covering scrap, on the island; a similar conference was 
held with Col. R. M. Bauknight; conference re our mission with Maj. Gen. R. 8. 
Beightler, commanding general of Okinawa; in the afternoon made tour of part 
of the island and saw large quantity of landing craft which comes under the 
FLC contract; particularly east coast of Buckner Bay called Awasi, and other 
points nearby; went out in small craft with Mr. R. Doust, of Moller Shipbreakers 
to observe scrapping of a Liberty ship and saw oxygen plant they set up to produce 
2,400 bottles a month. 

Surveyed other parts of the island for scrap; wrecked sugar plants; Government 
scrap disposal yard in charge of Mr. P. O. Boyer, who advised us he has 4,000 
tons of ferrous scrap on hand and will have 12,000 tons for disposition or disposed 
of by January 31, 1951. Mr. Boyer advised us he had on hand 1,750,000 pounds 
of nonferrous scrap. Tuesday afternoon saw scrap material sold to Griffith, had 
conference with Mr. Doust relative to accelerating the prepares of the scrap 
on the FLC contract so it could be shipped to the United States within 10 months, 
at present rate of operation it will take 1% years. 

There is a further potential of scrap in sunken ships whose exact location is in 
question, and of ships lying in waters at a depth so great it is not advisable to 
attempt salvage operation. 

It appears that under present conditions more than 60 percent of the scrap 
available has been committed for sale to Japanese mills. That disposition of all 
scrap now contracted for is proceeding at a slow rate. That our own salvage 
operation has very good expansion possibilities either by the military itself or by 
engaging outside scrap-iron companies from the United States to implement the 

rogram. 
' It is recommended that Moller Suidan Co. be directed to enlarge their organ- 
ization and bring in necessary equipment to complete shipment of the 41,000-ton 
FLC contract. 

That the Griffith scrap not now purchased by the Japanese or other future scrap 
purchase by Griffith on a negotiated basis be shipped to the United States. That 
our salvage operation be expanded by immediately equipping the yard with oxygen 
and acetylene torches, crane with magnet, and shears. 

It is recommended that shipments be made in MSTS vessels or NSA at out-of- 
pocket expense with necessary price adjustments by the Government in the event 
the landed cost per ton exceeds the OPS ceiling price in the United States. 
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PRELIMINARY Report oF Misston—STeEL Scrap IN Formosa (ALSO CALLED 
TAIWAN) 


(Prepared by A. W. Snyder, chairman, Robert L. Lamborn, Harry Marley, 
Leonard 8. McCall) 


Tarren, Formosa, September 27, 1951. 


Members of the mission also conferred with Léeutenent Colonel Keller of the 
attaché’s office in charge of Rear Admiral Jarrett. Further conferences were 
held on Thursday, September 27, with Maj. Gen. William C. Chase, Col. Robert 
\. Howard, Jr., and Col. Joseph B. Daugherty. Present was our minister, Mr. 
Rankin, and that time letter previously mentioned was prepared for transmittal 
to the Chinese Government urging their sale of Chinese generated scrap to the 
United States. This mission was impressed with the cooperation given by the 
military in Formosa and the United States consulate’s office here. Every effort 
was put forward by both to the end that full information was made available 
quickly, side trips were arranged, and the members of the mission were able to 
view scrap which could be made available in a program set up for its possible 
purchase after the return of the mission to Washington and submission of its 
report to the General Services Administration. 

The Chief of MAAG, Maj. Gen. William C. Chase, has assured us that as soon 
as definite word is given him as to procedure to be followed proper steps will be 
taken in accordance with such directives to the end that any scrap made available 
will move quickly to the United States. It is expected that several ships will 
bring supplies here within the next 6 months, and it is therefore the reeommenda- 
tion of the commission that a definite policy be immediately established for pur- 
chase of scrap in Formosa to the end that these ships will not have to return to 
the United States empty. 

In accordance with recommendations made by us in our Korean and Okinawa 
reports, it is herein recommended that shipments be made in MSTS or NSA 
vessels at out-of-pocket expense with necessary price adjustments by the Govern- 
ment in the event the landed cost per ton exceeds the OPS ceiling price in the 
United States. The above recommendations, of course, take into consideration 
the importance of the military activity on the island of Formosa and such recom- 
mendations will naturally be given consideration only where such recommenda- 
tions will not directly interfere with the activity or prosecution of military work. 

Further estimate of scrap presently totaling 27,000 tons, is annexed hereto as 
exhibit C. The annual accumulation at these points is also shown. 

The island: of Formosa, which is also called Taiwan—the preferred name of 
the people—is now the China of the Nationalist Party. The city of Taipeh is its 
capital and Generalissimo Chiang Kai-shek lives here. This mission, in accord- 
ance with its policy in other parts of the Far East, briefed United States repre- 
sentatives here both military and civilian on the purpose of the mission which is 
to help relieve the acute scrap shortage in the United States. 

It is apparent that no great effort to procure scrap from this island has been 
underway. It was therefore necessary to explain the problem many times and 
to a great number of people—both American and Chinese. It was found that the 
Taiwan Shipbuilding Corp. at Keelung, a very fine harbor about 20 miles from 
Taipeh, has 3,000 tons of scrap consisting of cut-up ships and repair parts of 
vessels. The owner stated he ships part of his accumulation of scrap to a melting 
unit at Taipeh. 

The Navy made a survey of scrap at the south end of the island at the Naval 
Base of Tso-Ying and found about 49,000 tons of scrap. This consisted of 35,000 
tons at Kaohsiung most of it submerged but not in a greater depth than 30 feet 
below the surface of the water. This material consists of seven vessels sunk there 
bv our Air Foree during the war. One of the ships shows slightly above water. 
These ships constitute a hazard to navigation and are salvable. 

Annexed hereto as exhibit A is a complete breakdown and analysis of the 
sunken vessels. 

This mission arrived in Formosa late in the afternoon of September 24 and that 
night had a conference at the home of Maj. Gen. William C. Chase, where the 
mission was billeted. Present at the conference were Col. Joseph B. Daugherty, 
Col. George Masters, and Lt. Col. Caleb A. Shreeve, all of whom are associated 
with MAAG. Subject matter of the mission was discussed at length and assurance 
of assistance was given by the military so that the mission could complete its 
work quickly. 


94756—52 17 








236 FEDERAL SUPPLY MANAGEMENT 


The members of the mission met with General Kiang on Tuesday, September 25. 
In addition to being a two-star general in the Chinese Army, he is Minister of 
National Defense and liaison between the United States Government and the 
Chinese. This was an informal meeting and request was made to the genera! 
that he and his Government do everything possible to help us procure scrap to be 
sent to the United States. It was also suggested by this mission that the Chinese 
people put on an all-out drive to secure scrap both from individuals, industry, and 
everywhere possible so as to bring about a better understanding between our 
respective nations during this critical period. It was stated by General Kiang 
that he was not in a position to give us any definite assurance that he would take 
this matter up immediately with his Government. 

The mission had a conference on September 26 with Gen. J. L. Huang. The 
same subject was discussed and it appeared to us that the Chinese are quite 
interested in setting the pace in the Far Kast that they may show their appreciation 
for the aid and assistance given to them by our Government. This was the 
dominant argument of vour mission in urging the support and assistance of the 
Chinese Government. An idea of the salvage drive being conducted in the United 
States to implement the program of scrap recovery was explained to General 
Huang so that it might be helpful in the work which they may do in the future. 

Conferences were held on two occasions with Karl L. Rankin, charge d'affaires, 
American Embassy, in which details of the mission were explained and Mr, 
Rankin is writing a letter to the Chinese Government requesting their assistance 
in getting scrap to the United States. 

A conference was had with Lt. Comdr. A. E. Baughman, of the Operations 
Office of the Navy Section, island of Formosa, relative to the sunken ships men- 
tioned previously and in exhibit A herto annexed. 

The mission also visited the railroad works outside Taipeh, where a considerable 
amount of scrap was found. Part of this is used in their own foundry and the 
balance shipped to a melting plant in Taipeh. Annexed hereto, marked ‘Exhibit 
B,” is a map of Formosa which shows harbors at Keelung and at Kaohsiung, 
both of which are very good harbors and capable of handling Victory and Liberty 
ships and other 10,000-ton vessels. The Kaohsiung Port has dockside cranes 
and 45-ton stiff-leg derricks. 

Exursir C 


Estimate of available scrap—Formosa 


{Metric tons] 
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I hs og oe ra aaa nen kom enatcdecws eel nddvcks eS aewss aoe benaueus 300 50 
Pe MINIS oo Lica Cee bidein bab eke an oeew edd kane eoieeune Omen aa 200 20 
ES RS a ae ee ee ee Oe ee 100 10 
(eee A Aas FS aden oat fsicistekcnntisa nae mites wiaaeateie 100 5 
Pw cade tokoseccuoakese ¥ o$ nook Seo een heey owas 200 10 
Te EEE Ieee Pane ee Rte alge eee ere Tet ae See ree te eee 1, 000 100 
a gil a aie ead a lean wipe eee ps eh 2, 000 200 
ere an Usd oo pa nce nann ta A cany Aaiinenene ede eacemccsa tense anes 15, 000 2, 900 
a & | Raper ne ee eed Seubyasnaneontancdavasdesecet 800 80 
a re IR sd hc. ass ak eee Fe asa. 5, 000 1, 000 
| 
Total 27, 000 | 5, 38 





PRELIMINARY REPORT OF MISSION ON ScRAP IN THAILAND AND INDIA 


(Prepared by Arthur W. Snyder, chairman, Robert L. Lamborn, Harry Marley, 
Leonard 8. McCall) 


WasHInetTon, D. C., October 10, 1951. 


SCRAP IN THAILAND 


Before leaving Tokyo we were advised by SCAP of the existence of approxi- 
mately 100,000 tons of scrap in Thailand. With this in mind we were met at 
Bangkok on September 29, 1951, by Mr. A. F. Bisgood of the United States 
Technical and Economic Mission. 
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The 100,000 tons is an estimate of what might be available during the next 
4 months. Included is 35,000 tons from the railroad, of which 18,000 tons would 
be scrap rails, the balance from old cars and locomotives. The remaining 65,000 
tons would have to be collected from many widely separated locations; it also 
includes scrap from eight submarines, plus two or three vessels. No wrecking 
contracts have been let to date on the latter items. 

The largest collection of scrap at one location is 1,400 tons of miscellaneous 
railroad scrap, plus 29 old locomotives. Originally it was felt that all this material 
should be used on barter deals with Japan. After explaining the urgent need for 
scrap and the possibilities of using MSTS vessels, Mr. Bisgood promised to press 
more urgently for Government collection of scrap, reporting back to State Depart- 
ment or ECA in Washington as soon as possible. We understand that six or 
seven small Japanese scrap companies have already been established in Thailand 
but that so far no shipments have resulted. 


SCRAP IN INDIA 


On October 1, 1951, accompanied by Mr. W. F. Gibson of the United States 
consulate, we met Mr. R. Powvala, Iron and Steel Comptroller for the Indian 
Government, who advised us that 250,000 tons of scrap was available for export 
and that export licenses would be granted if a deal became possible. Powvala 
also said that details would have to be handled through Delhi at higher Govern- 
ment levels. One of the main requirements is that India receives in return for 
scrap shipped out, a good tonnage of tubular goods, stainless steel and tinplate. 
We explained that a cash basis was preferred on our site and we were then told 
that both Great Britain and Japan were interested. 

An embargo is now effective on standard and off-grade pig iron. Local foundry 
requirements take all production not used by the open hearth. The group then 
visited Mr. Rajagopalen, the Calcutta manager of Tata, who finally made 
arrangements for us to visit Jamshedpur where the steel plant is located, on 
Tuesday, October 2. The difficulty here was due to the fact that the British 
Iron and Steel Federation had been refused permission to see the scrap in question. 

Tata employs at Jamshedpur about 30,000 people, of whom 3,000 are female. 
They are now producing 100,000 tons of ingots monthly, plus the same amount 
of pig iron. Steel is produced by both standard open hearth and duplexing 
methods. This particular plant used no outside purchased scrap. A plant 
report.dated April 10, 1951 shows the following items of scrap to be disposed of: 

Tons 
(a2) Iron serap, solids, skulls, bottoms, jams, castings, up to 20 tons.__ 17, 500 
(b) Steel serap, skull scrap composed of ladle skulls, jams, pit scrap, 
Doom pour plates tip tO 20 tons... S.  -  -t ce 103, 500 
(c) Steel scrap, miscellaneous old scrapped cars and ladles, broken ma- 
chinery, old castings, mill scrap 


Actually there is at least double the above amount in all three classes. In fact 
the plant superintendent, Mr. Haley, an American, suggested a much higher 
figure. Classes A and B are going into stock at the rate of 3,000 tons per month. 
Actually Tata does not have the equipment necessary to stay on a current basis 
on these grades. Steel scrap item (b) is in one location and no attempt should be 
made to buy item (a) iron scrap because of worthless salamander scrap, kish and 
converter scrap, which is high in phos. Tata is anxious to sell this scrap but is 
blocked by the Government, which issues export licenses. 

This is one of the largest scrap stock piles in existence. Due to a combination 
of an ample supply of low-cost hot metal plus good mill home scrap the less de- 
sirable material has been allowed to pile up for many years. 

Tata shows no interest in undertaking the preparation of this scrap at any 
price. And as far as outside contractors are concerned, Mr. Louis Marks, Chicago 
Concrete Breaking Co., 6247 Indiana Avenue, was suggested. Marks has done 
work in the past for Inland Steel and Youngstown Sheet & Tube Co. 

The majority of item (b) can be prepared only by torch cutting. The Indian 
pa at Co. located in the Tata plant can furnish both oxygen and acetylene as 
ollows: 

Oxygen, 35 rupees per 1,000 cubic feet. 
Acetylene, 230 rupees per 1,000 cubic feet. 
The same company can also furnish torches and hose. 


SLIM aera ee eae 
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Labor rates for an 8-hour day are as follows (1 rupee=20 cents): 


Rupees 
per day 
Cm ss ks io a eee ew ol ei Sk i es 10 
URNS os.  atidignad 2605.22 We was cade caked hie cass Lagi ea 10 
CURR no Sn ns oon oe I A Coe er ees Fees By 5 
Creat Ms 600 UNE a, ca eae ee ee ee be 4 


Item (b) contains both open hearth and duplex steel. Approximate chemistry 
is as follows: ; 


Percent 
LES REEL SRE E See SARS et CORO OCA Ree tis og AO ER 0.10 to 0.60. 
IEEE tonacumetunneetindummie tennant neamne~ kame eee 0.05 maximum, 
RNR aac apn cane Shai By tans mba a oie le rR a a Be ea 0.05 maximum, 


The freight on this =? from Jamshedpur to Calcutta is $2 per metric ton. 

We also visited Sir Mookerjee, Calcutta manager for the Steel Co. of Bengal. 
This company has the same problem as Tata and the tonnage of class B materia! 
is estimated at 25,000 tons. In this case the scrap iron moves on a rate of $1.60 
per ton. 

The general question of the Indian steel industry is quite thoroughly covered in 
consulate reports dated December 23, 1950, and June 2, 1951. These reports 
are now on file in the State Department at Washington, Indian Affairs Division. 

There is a substantial excess of pig iron production over and above steel require- 
ments. We asked on several occasions about the disposition of this excess and 
in each case were told that there were hundreds of small foundries in operation 
today and that these operations used all of the surplus. There are no records to 
substantiate this position. ° 

In an interview with the Calcutta port commissioner it was found that loading 
and stevedoring arrangements are none too gooc No magnets are available and 
all scrap would have to be handled by slings and/or scoops. The maximum weight 
per piece is 1 ton. Stevedoring costs are approximately at 60 cents per ton, with 
a maximum loading rate of 500 to 600 tons daily. 
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Economic CooPERATION ADMINISTRATION, 
Washington, D. C., October 17, 1951. 
Hon. Hersert C. Bonner, 
Chairman, Intergovernmental Relations Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: In the course of my testimony before the subcommittee 
on Friday, October 12, Congressman Curtis raised two points on which I promised 
him additional information. One of these had to do with unexpended local cur- 
rency counterpart balances in Europe and the other with American investment 
in the countries to be visited by the subcommittee in the course of its forthcoming 
trip. The attached material will provide answers to Mr. Curtis’ questions. 

hes I take this opportunity to wish you and the other members of the sub- 
committee a pleasant and successful trip. 

Sincerely yours, 
HARLAN CLEVELAND, 
Acting Assistant Administrator for Program. 
(Enclosures.) 


UNEXPENDED CoUNTERPART BALANCES IN EUROPE 


European local currency funds available to be used as of June 30, 1951, totaled 
the equivalent of $1,543 miilion. A substantial part of these balances had been 
earmarked for use by the participating countries, although ECA had not yet granted 
approval for withdrawl of these amounts as of June 30, 1951. For example, in 
Italy program approvals for industrial outlay and transportation improvements 
amounted to more than could be covered by the balances remaining in the Italian 
special account as of June 30, 1951. 
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Available counterpart balances—Dollar equivalents of local currency, as of June 30, 
1951 


{In millions of dollars] 
$1, 543. 1 


212. 3 
284. 5 
286. 0 
407. 6 
103. 8 
248. 9 


Since June 1951, the unutilized portion of European counterpart balances has 
declined from the above total. Withdrawals for military production in Europe 
will, of course, increase substantially in the months to come as a result of the pas- 
sage of the Mutual Security Act of 1951, which makes possible the use of counter- 
part for military purposes, 


AMERICAN INVESTMENT IN CERTAIN FOREIGN COUNTRIES ! 


I. FAR EAST 
Philippines Millions 
Direct investment ? 
Santmmneite i Stet eS A eS au a aah cadcan 
Other assets 3 


1 Unless otherwise indicated, investment data are as of May 31, 1943, and are taken from Census of Ameri 
can-Owned Assets in Foreign Countries, United States Treasury, 1947. There has been no official census 
of American investment abroad since that time. 

3 Direct investment is defined as ownership by persons or corporations in the United States of 25 percent 
or more of the voting stock or corporations and analogous interests in partnerships or other organizations. 

’ Other assets include holdings of foreign currency, short-term claims, personal property and real estate, 
interests in estates and trusts, and life-insurance policies and annuities. 


Unofficial estimates for 1951 place the total value of American direct investment 
in the Philippines at approximately $180 million as compared with 1943 figure of 
$99.3 million. 

Japan Millions 


Direct investment 
aR re ee et ae tat, Ce arg ina Se eta ln ee : 
BE os Sgt: Gla Tl Ip ee yn a 32. 0 


Total value of United States assets..._..._...----------------- 119. 4 

United States investments prior to World War II are included in the Japanese 
figures. 
British Malaya 

United Nations estimate for direct investment as of September 1, 1949, is 
$31 million. 

5 II. EUROPE 
United Kingdom Millions 


Direct investment $520. 2 
fers | sab ete Se eet Cit tela a it Ma Sn pa ol I ile Nene a Gh aa we ee a Ai 312. 4 


Other assets 


Total value of United States assets 1, 027. 6 


_ Postwar direct investment of the United States in the United Kingdom has 
increased considerably. Private United States net capital movement to the 
United Kingdom was $27 million in 1948, $27 million in 1949, $129 million in 1950, 
France Millions 


Direst investment 
securities 
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It has been officially estimated that, as of 1950, United States direct investment 
had increased to $250 million. 


Greece 
At present, there is no significant United States private investment in Greece. 


Germany Millions 
Direct investment $513. 6 
Securities 125. 4 
PUNE IIIS is a oe rn ee a ee ie ce ec kk tear eee 440, 8 


Total value of United States assets 1, 079.8 


No recent information is available on total American investments in Germany. 
The foregoing prewar figures are particularly uncertain because they are calcu- 
lated, making no allowances for German territorial losses and for war damage. 


Turkey 

American private investment in Turkey is relatively insignificant. Although 
a number of United States firms are conducting minor operations in that area, 
Socony-Vacuum with holdings valued at $11.3 million is the largest private 
American investor in Turkey today. The only other United States firms to our 
knowledge with more than a million dollars invested in Turkey are the Singer 
Sewing Machine Co., General Elektrik Turk Anonim Ortakligi, American Tobacco 
Co. of the Orient, and the MacAndrews & Forbes Co. 


Italy Millions 
Direct investment $90. 0 
RENN ent ia a eink hat wale. mate tue a Eas ke SERS ee eee 51.4 
oe Seep ae ane ae aay ce Reel a RONEN EEN IE prt PRR EE LTE mL Ee RS Soa 131. 3 


Total value of United States assets 


Economic CoOPERATION ADMINISTRATION, 
Washington, D. C., October 12, 1951. 
Hon. HERBERT C. BONNER, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: It occurred to me that you might be interested in this 
little summation of the ECA-Philippine story, particularly in view of the special 
interest you showed in the Philippine program during the briefing session today. 

Sincerely yours, 
HARLAN CLEVELAND, 
Acting Assistant Administrator for Program. 
(Attachment.) 
PHILIPPINES 


A. SPECIAL FEATURES OF COUNTRY SITUATION 


In 1916 the Philippine Republic acquired its independence. Because of its 
long-standing ties with the United States, the strength and stability of the Philip- 
pines are not only of unusual concern to the United States but also of particular 
importance to United States prestige in the Far East. 

Despite large United States Government disbursements in the Philippines since 
1946 the new republic has not vet shaken off the devastating effects which war and 
enemy occupation had on the economy and on public morale. In addition to 
difficulties in staffing and administration which have hampered the conduct of 
government, the country has been deterred from realizing its potential economic 
strength by a variety of factors. The depredations of the Huks, formerly confined 
to central Luzon, have infected other areas in the past vear. Though Communist- 
led and dominated, the Huks have drawn civilian support from deep-seated agrar- 
ian discontent. The Government’s large budgatary deficits have been a source of 
severe inflationary pressures. At present, the cost of living in Manila is 400 per- 
cent above 1937. Since, in many instances, wages and farm income have risen 
less than prices, labor and agrarian discontent have been aggravated. With a 
reduction in United States Government disbursements over the past 18 months, 
continued inflation in the Philippines has made it difficult to balance the country’s 
international accounts without severe exchange and import controls. 

These special problems and the difficulties encountered in solving them resulted 
in a United States Economic Survey Mission (Bell Mission) going to the Philip- 
pines at the invitation of the Philippine Government 1 vear ago. 
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B. PROGRAM IN FISCAL YEAR 1961 
1. Problems 

Following the report of the Bell Mission, the Foster-Quirino agreement was 
signed in November 1950. This agreement provided that if the Philippine 
Government would enact certain tax measures greatly increasing tax revenues, 
adopt a minimum wage law, and pass a joint resolution stating the intention of 
the Philippine Congress to carry out other reforms outlined in the Bell Mission 
Report, the President of the United States would recommend United States 
technical and economic aid. 

rig, 1c with these conditions led to the inauguration of the ECA program 
in the Philippines in Apri] 1951, concentrating on technical assistance and train- 
ing for improving public administration; on road building, irrigation, agricultural 
extension, and other projects to accelerate agricultural development and land 
settlement; and on imports of essential salable commodities to generate local 
currency for meeting some of the internal costs of the aid program. A speedy 
beginning was made. Because of long-standing American experience in the 
Philippines, the establishment of an economic aid mission in the Philippines was 
less handicapped by recruitment and other problems than similar operations 
elsewhere in southeast Asia. 


2. Accomplishments. 

Since the aid program was not launched until the last quarter of .1951, major 
accomplishments during the year were mainly related to economic and psycho- 
logical effects from enactment of legislation pursuant to the Foster-Quirino 
agreement. 

The Philippine Government completed in 5 months the most remarkable 
legislative program in its history. The five tax measures adopted will increase 
government revenues in fiscal year 1952 by 60 percent, and are likely to make 
possible a budgetary balance for the first time since Philippine independence. 
The minimum-wage law has immediately affected the wages of about 30 percent 
of Philippine agricultural and industrial wage labor, and will reach larger numbers 
of the wage-earning population as the upward adjustment provided for in the 
law takes effect in the next 2 years. 

The combined effect of these measures has been to check domestic inflation for 
the present. Partial relaxation of import controls has also helped to reduce 
domestic prices and cut down black marketeering. 

The minimum-wage law and the arrival of the first ECA fertilizer shipments 
for direct distribution to tenants in central Luzon have had a wide public impact. 
As a consequence of these accomplishments, and in anticipation of an enlarged 
ECA program in fiscal year 1952, the internal security situation has improved 
considerably in the past 4 months. 

In addition to the above, $104,000 was obligated by the Technical Cooperation 
Administration for the Philippines in fiscal year 1951 in the fields of agriculture, 
industry, and public health. 


C. FISCAL YEAR 1952 PROGRAM 

1. Nature of program 
The proposed fiscal year 1952 program, in the amount of $32 million, will 
continue and expand the main projects launched at the end of fiscal year 1951. 
This program avoids large-scale capital development in consideration of the fact 
that such projects can presumably be undertaken on a loan basis. (The Export- 
Import Bank currently has a mission in the Philippines to study loan possibilities.) 
In the proposed grant program, heavy emphasis is placed on agricultural, forestry, 
and fisheries development which accounts for roughly $10 million of the projected 
dollar costs. This emphasis accords with the predominant position of agriculture 
in the economy, and the importance of allaying agrarian discontent in central 
Luzon. In this category are projects to improve and extend irrigation facilities 
($3 million); to promote land settlement in Mindanao ($2.75 million) by land 
clearance, feeder road construction, and irrigation; to improve rural credit 
facilities; and to support agricultural experimentation at Los Banos College; also 
funds for animal breeding and disease control, agricultural extension, and, related 
to basie United States import requirements, coconut and abacd research and 
development. 
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The extension and improvement of essential public services also are emphasize 
in the fiscal year 1952 program. Public health projects will require $2.25 million 
for endemic disease control, rehabilitation of hospitals, laboratories, and health 
centers, school health, and village sanitation. An approximately equivalent sum 
is earmarked for public works, including main line road construction, low cost 
housing, and retention dams and drainage facilities. Education, and assistance 
to public administration, are programed at $500,000 each. 

lightly less than half of the program cost ($15.9 million) is for importing 
salable producer and consumer goods, to generate local currency to help meet 
the relatively heavy internal costs of the aid projects. Such ECA-financed 
imports also make it more feasible for the Philippine Government to relax import 
controls, thereby increasing imports further and helping to stabilize domestic 
prices and break the black market. 


2. Counterpart and local costs 


Under the terms of the bilateral agreement, the Philippines is required to deposit 
pesos in the counterpart account up to commensurate value of dollar aid received 
from the United States. The Philippine Congress has already appropriated 50 
million pesos (equivalent to $25 million) for this purpose, to help meet the heavy 
local costs connected with the ECA program in fiscal year 1951 and fiscal year 
1952. These local costs for the 2 years are estimated at about 96 million pesos. 

In view of the still precarious state of the Philippine budget, the 50 million pesos 
appropriation represents a very substantial contribution by the Philippine Govern- 
ment toward meeting local costs. To enable the bulk of the additional local cost 
requirements for ECA-sponsored projects to be met without recourse to infla- 
tionary financing, the fiscal year 1952 program devotes about $16 million to import 
ing essential commodities for sale in the private sector of the economy. Because 
of the necessity for counterpart with which to meet the local costs incident to the 
program, and the inability of the Philippine Government to supply this counter- 
part unaided, the salable commodity allotment is an essential adjunct of the 
projects contemplated. 


Philippines: Fiscal year 1952 program—Estimated dollar cost of program by major 
project category 


[In thousands of dollars] 

































Cost of services 
Total Cost of 
Major project category dollar supplies | | 
cost and equip- Technical) 
ment Total assistance} Trainees? 
experts ! 
Dil ii id, oh a eats Ass ie eS ee ao me ed ae pa, 
2. Public health ______- sass tales dpa lial Saeed ie $2, 250 $2, 084 $166 $96 $70 
3. Agriculture, forestry, fisheries. _- 10, 050 , 784 266 216 ) 
4. Transportation, power, other public works___- 2, 350 2, 163 187 12 7 
5. Handicraft and manufacturing, mining, other | 
RS PES ee I 450 438 12 - @ Oe 
6. General engineering advisory services__.......|_.--..---- a, oe ne rc ee  dbaknen AERA E one 
ae. aaa wes a a eh 500 333 167 132 
S. Puntie eamimistration |... - 5... coin nee 500 308 192 72 20 
9. Maintenance of essential supply *_..-....--.-- 15, 900 te ie Rete ee jo----- 7-7 Lee 
Total obligations............------------ 32, 000 31, 010 | 990 | 4540 § 450 








1 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

2 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

3 Requisites for production plus other essential civilian supplies. 

4 Provides for an estimated 45 persons in addition to those for whom funds were obligated in fiscal year 


51. 
§ Provides for an estimated 90 persons. 
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Philippines: Fiscal year 1951 program— Estimated dollar cost of program by major 
project category} 





{In thousands of dollars] 









Cost of services 





| Cost of 


supplies 
1 
| 
| 














Total 
Major project category dollar ——. | ‘shined 
cost ment Total jassistance| Trainees® 
experts 2 
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2. Public health..-..--..- SS Se ee $596 $546 | $50 | fC 

: 3. Agriculture, forestry, ESS a SBE Ae bie 2, 722 2,477 | 245 | | ae 

q 4, Transportation, power, other public works. is 3, 633 3, 423 | 210 | , | SSNS 
q 5, Handicraft and manufacturing, mining, other 

DON hag tiiencincn ode deine dentate 778 663 | 115 115 sional 

6, General engineering advisory servings 2 8 a Pe sens: SER AS 

{ EAU CACO scien sen an nena een ewn ate wenn an 218 188 | 30 | Sf Ea 

3 &. Public administration _ _---- eee 2 Se ee 375 | | ee ae 

9, Maintenance of essential sup} ply : 5 Seca C: 6, 678 6, 678 8 |----------}--- Ae Ses ae 

TOR CRUGIIOOB oni see sctes ence 115, 000 13, 975 1, 025 5 1, 025 | plies me 











| 












Excludes TCA programs shown on bilateral technical cooperation table. 
2 Experts sent to country. Cost shown represents actual dollar obligations. 

3 Persons brought from country for training. Cost shown represents actual dollar obligations. 
4 Requisites for production plus other essential civilian supplies. 

5 Provides for 69 persons. 
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DEPARTMENT OF STATE, 
Washington, October 17, 1951. 






Hon. Herpert C. Bonner, 
Chairman, Subcommittee of the House Expenditures Committee, 
House of Representatives. 

My Dear Mr. Bonner: The attached documents containing supplemental 
information on the Philippines are supplied by the Department of State in 
accordance with the requests of the subcommittee of the House Expenditures 
Committee made during the morning of October 10, 1951. 


Sincerely yours, © 
Jack K. McFatt, 


Assistant Secretary 
(For the Secretary of State). 














(Enelosures: 10.) 










SuPPLEMENTAL INFORMATION ON THE PHILIPPINES REQUESTED BY THE Sus- 
COMMITTEE OF THE Housr EXPENDITURES COMMITTEE DURING THE MORNING 
oF OcTroBER 10, 1951 










1. United States Government payments and aid to the Philippines from 
liberation through December 31, 1950 
2A. Copy of Foster-Quirino agreement signed at Baguio, November 14, 1950. 
2B. Statement on United States assistance and Philippine Government per- 
formance in meeting the Philippine economic crisis of 1950. 
3. The number of Representatives and Senators comprising the Philippine 
i. . 
The number of persons on the United States Government payroll in the 
4 pines, exclusive of military personnel. 
Amount of American priv ate investments in the Philippines as of January 
1950. 
"6. Table showing Philippine imports of iron and steel in the years 1948, 1949, 
and the first half of 1950. 
7. Table showing Philippine exports of scrap metals in the years 1948, 1949, and 
the first half of 1950. 
8. Statement of availability of scrap metal in the Philippines. 
9. Statement on restrictions on export from the Philippines of surplus and 
military property received from the United States. 
10. Copy of Report to the President of the United States by the Economic 
Survey Mission to the Philippines, October 9, 1950. [Not reproduced,] 
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(No. 1) 


Unirep States GoOvERNMENT PAYMENTS AND AID TO THE PHILIPPINES 
From LIBERATION THROUGH DECEMBER 31, 1950 


It is estimated that total payments and aid by the United States Government 
to the Philippines from liberation through the end of 1950 were as follows, in 
millions of United States dollars: 

I. Direct assistance: 


A. Outright grants and relief: 
1. Cash disbursements pursuant to titles I and III of 


the Philippine Rehabilitation Act of 1946: Millions 
Private property claims. .........-.---5..6.5 $387. 5 
Pyne preety Gms. . 21. Jee eco uae 55. 2 
ETT i 2 1 Ge ao a ee pene a 23. 0 
Ie SRT OING  S  Sese 17. 6 
RAVE) Oar MONNNMRR 2 8 os os ok ESS 8. 6 
CC > gS a capes A ea pale (Re 5. 2 
ESE a et ae eee ee eee 3. 1 
Re ND eo ee cadences nee 3. 0 
I NR 8 a as eames 1.0 
eecberemine Shiney 2 so sk cue 0.7 
Administrative expense... ............-....-- 33. 1 
ol | ERS Oe Reena c Gms fap ere RPSL eg IOE BLONEL Ys 538. 0 

2. Surplus property transfers pursuant to title II of the 
Philippine Rehabilitation Act of 1946_________- 1100. 0 

3. Military equipment and matériel provided through 
eee te a a ee ee 163. 5 
4. Civilian relief by U. 8. Army, 1944-46_____._____- 48. 0 

5. U. S. Government contributions to UNRRA for 
goods and services for the Philippines __-_____-__- ei 

6. Other grants in kind, including technical assistance, 
Reo NOR ROOD es oS ew eenh tindasa 36. 5 
Total of outright grants and relief__.._._..-- 893. 7 

B. Loans and credits: 

1. Reconstruction Finance Corporation loan.._..._-- $60. 0 
2. Office of Foreign Liquidation credit. ........_.--- 6. 0 
3. War Assets Administration credit__...._...-.--_-- 1.0 
ova IOBRS QnG Oredits. se cet kk s 67. 0 
©. Petal minest mosieianes 2 once cee sk ee asec as 960. 7 





1 Sec. 205 of the Rehabilitation Act provides, ‘‘The fair value of the property transferred to the Common- 
wealth of the Philippines (Republic of the Philippines) * * *, as estimated by the (War Damage) 
Commission, shall not exceed $100,000,000 in the aggregate.”’ It has been estimated that the procurement 
cost of the property actually transferred amounted to $1,121,400,000. 

2 The value of equipment and matériel supplied since June 30, 1949, is not included in these estimates. 
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Il. Indirect assistance: 


A. Contractual obligations: Millions 
. Redemption of guerrilla currency____.____--_-_--- $57. 0 
2. Disbursements by Veterans’ Administration. _____- 181. 6 
3. Back pay to USAFFE and recognized guerrilla 
Oe Lt ae ey AEP AAAS 1S Se ea ae Ya peng o> Ra 186. 6 
4, U.S. Armed Forces payments for civilian claims... 107. 7 
5. Missing persons benefits paid by U. 8. Navy__-__-- 17. 5 
6. Other United States military payments (military 
pay, construction materials and services, ete.).. $4387. 2 
Total contractual obligations______.__..____- 987. 6 


B. Other transfers: 
United States processing and excise taxes refunded to 


Piibonine. ovemment.. of ee 89. 5 
73% ween teers Gominehnes se 2 ee ee 077. q 
III. Total direct and indirect assistance___............_----_------- $2, 037. 8 


$ Includes $25 million in cash and $32 million in transfers of surplus property. 

4 This total does not include estimated remittances of American military personnel to dependents in the 
United States of $78.4 million in 1948, $22.5 million in 1949, and $12.7 million in 1950. 

5 As noted above, this figure does not include military equipment and matériel provided after June 30, 
1949, nor the value of other grants in kind after Dec. 31, 1949. In addition, these estimates do not include 
enemy property vested by the Philippine Alien Property Administration and subsequently transferred to 
the Philippine Government. Also, no estimates are included of United States Government payments and 
aid to the Philippines during 1951. 


Thus direct aid to the Philippine Government and to the Philippine people 
totaled about $960.7 million. 

It has often been stated, and it is true, that the United States Government in 
the period between the liberation of the Philippines and the end of calendar year 
1950, spent approximately $2 billion in the Philippines. However, only the 
$960.7 million listed above can be fairly regarded as aid. The balance of the 
$2 billion was paid out for services and supplies rendered, such as redemption of 
guerrilla currency issued under the authority of the United States military au- 
thorities, back pay of military personnel, disbursements by the Veterans’ Adminis- 
tration, and expenditures by the United States Armed Forces. The direct aid 
extended, which was designed to meet the most immediate needs for rehabili- 
tation arising from the devastation brought about by the war, fell far short of 
meeting the replacement cost of the capital equipment which had been lost. 





(No. 2A) 
Text oF Foster-QurrINO AGREEMENT SIGNED AT Bacuio, NovEMBER 14, 1950 


President Elpidio Quirino and the Honorable William C. Foster, as representa- 
tive of President Harry S. Truman, have agreed to recommend to their respective 
governments a program covering the nature and form of the assistance and 
cooperation which the Government of the United States would have to extend to 
the Government of the Philippines to assist the latter in the solution of age-old 
social and economic problems greatly aggravated by the last war, and to 
sa about a new Philippine era of progress and plenty. 

It is realized that the Philippines must have greater p-oduction, a more 
div ersified economy, and a higher family income for its industrial and agricultural 
laborers, all of which will greatly contribute to the enhancement of free institu- 
tions in the Philippines, 
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2. The President of the Philippines, highly appreciative of the proferred help 
on the part of the President of the United States to bring about social and 
economic well-being in the Philippines, announces his determination to lead his 
country in the attainment of this great goal, through total economic mobiliza- 
tion and the bold implementation of measures that will bring about a higher 
degree of social justice in the Philippines. 

3. The main recommendations of the report to the President of the United 
States by the economic survey mission to the rhilippines will be the basis for 
serious and immediate consideration by the Philippine Government in order to 
attain the objectives mentioned above, and may be considered a practical and 
sound point of departure in working out a program of social, economic and tech- 
nical assistance and cooperation. 

4. To this end, and considering that time is of the essence, the Council of 
State shall forthwith formulate a legislative program of the following measures 
for prompt consideration by the Congress of the Philippines. 

A. Tax legislation of an equitable nature designed to balance the budget 
and build up a surplus to gradually eliminate previous deficits and at the 
same time to help in counteracting inflationary trends. It is estimated that, 
in order to be able to take advantage fully of U. S. aid, it will be necessary 
to fix as an immediate goal a total of not less than 565 million pesos in tax 
sonnet It is proposed that new and increased taxes go into effect January 
1, 1951. 

B. A minimum wage law for all agricultural workers as the first. step 
towards labor and rural legislation designed to raise the level of wages 
especially in agricultural areas and to improve the living conditions of agri- 
cultural and industrial workers. 

C. A joint resolution expressing the general policy of Congress to accelerate 
the carrving out by congressional enactment of the social reforms and eco- 
nomic development measures recommended by the economic survey mission 
to the Philippines. 

5. The United States Government agrees, at the request of the Philippine 
Government expressed herewith, to furnish with the least possible delay technical 
assistance, particularly in the fields of taxation and revenue collection, social 
legislation, and economic development, to act in an advisory capacity to the 
appropriate departments or agencies of the Philippine Government. 

. Both Governments will appoint their respective committees to resume the 
negotiations for a treaty of friendship, commerce, and navigation. It is assumed 
that these negotiations will reexamine at the same time the provisions of the 
present trade agreement. It is realized that the Philippines need special U. 8. 
assistance in trade and privileges for several years. 

7. Each government will be represented in matters of social and economic 
assistance and cooperation by its own commission, as follows: 

A. A Philippine Council for U.S. aid will represent the Philippine Govern- 
ment in its relationship with the agency selected by the United States 
Government (the ECA) to represent the assistance and cooperation program. 

B. The ECA will be the agency of the United States Government to collab- 
orate with the Philippine Council for U. S.aid. Its functions will be to advise 
with the Philippine Government, through the said Philippine Council, in 
planning the use of American social, economic, and technical assistance and 
cooperation, and in advising and assisting the Philippine Government in 
earrving out the general aims and recommendations for the economic survey 
mission to the Philippines. 

8. In consideration of the determination of the Philippine Government to act 
boldly and promptly on the major program designed to fulfill the aspirations 
of the Filipino people, the President of the United States intends to recommend 
to the United States Congress the appropriation of the necessary funds that will be 
required for a social, economic and technical assistance program which will require 
several consecutive vears of substantial aid, envisoned in the report of the economic 
survey mission at 250 million dollars. 

9. It is understood that, subject to such modifications as may be agreed upon by 
the 2 countries, the operation of the ECA in the program in the Philippines will 
be along general lines already established by the-ECA in its relationships with 
other sovereign states. : 

10. A bilateral agreement will be negotiated between the 2 governments to give 
force and effect to the pertinent paragraphs above. 

Done at the vity of Baguio, November 14, 1950. 
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(No. 2B) 


Unirep States ASSISTANCE AND PHILIPPINE GOVERNMENT PERFORMANCE IN 
MEETING THE PHILIPPINE Economic Crisis oF 1950 


The economic crisis which faced the Philippines in the summer of 1950 appears 
to have been safely passed. The diagn sis of the specific ills and the prescription 
of the remedies were admirably set fort! by President Truman’s Economic Survey 
Mission to the Philippines, which was headed by the Honorable Daniel W. Bell. 
This mission found that the finances of the Philippine Government had reached 
a critical stage, with current obligations remaining unhonored, and even school 
teachers in some Provinces being unpaid. Foreign-exchange reserves had 
dwindled to the point of imperiling even essential imports. The basic problem 
of the Philippines, they found, was one of inefficient production and very low 
incomes. A whole series of reforms to be carried out by the Philippine Govern- 
ment were set forth, and it was recommended that the United States extend eco- 
nomic assistance of $250 million over a 5-year period to raise the general level of 
productivity and incomes. 

Shortly thereafter the Honorable William C. Foster, acting as the special repre- 
sentative of the President, signed an agreement with President Quirino in imple- 
mentation of the Bell report. This agreement will remain as an outstanding 
landmark in our economic relations with the Philippines. It provided forja 
recommendation to the United States Congress of an aid program which the Bell 
Mission envisaged at around $250 million; for such aid is in the national interest 
of the United States as well as the Philippines. 

But it also provided—and this is its great significance—that before United 
States aid is forthcoming the Philippine Government must first put its own 
house in order and provide the necessary assurance that it would continue to 
do so. 

The commitments undertaken by the Philippine Government were far from 

easy ones. No administration in any government can lightly agree to pass 
legislation designed to increase its taxation revenues by more than 75 per- 
cent. No underdeveloped country such as the Philippines could lightly commit 
itself to legislation calling for a minimum-wage law for agricultural labor. No 
government administration could lightly accept an undertaking to ask its legis- 
lature to pass a joint resolution to carry out social reforms and economic-develop- 
ment measures recommended by an economic mission sent by a foreign country 
(i. e., by Bell report). Yet, this is exactly what the Foster-Quirino agreement 
yrovideda, 
It called for courage and boldness on the part of the Philippine Government to 
accept these undertakings of the Foster-Quirino agreement; but it is worthy of 
the highest tribute that the Philippine Government speedily and efficiently 
carried out these undertakings. It is in large measure because of this that the 
Philippines have now managed to wrest themselves out of their economic quick- 
sands. As a result of the levying of new taxes, increasing the rates of some old 
ones and markedly tightening collection procedures, it appears now that tax 
collections during the current fiscal year will be almost double those of the fiscal 
year 1950. Although much of the new tax legislation was in effect for less than 
half of the past fiscal year, revenues during fiscal year 1951 were more than one- 
third greater than those of the previous year. Income-tax collections during the 
past year were up almost 60 percent. License, business, and occupation taxes. 
increased by almost 30 percent. The new foreign-exchange tax alone has been 
bringing in revenue equal to almost half of the total tax revenues collected in 1950. 
Largely as a result of this foreign-exchange tax and as a result of more efficient im- 
port and foreign-exchange-control administration, Philippine holdings of for- 
reign exchange are again at a safe level. Foreign-exchange reserves are now 
almost 40 percent higher than they were at the end of calendar year 1949. 

A minimum-wage law—the first of its kind in that entire part of the world— 
has been enacted. It covers not only agricultural labor as called for by the 
Foster-Quirino agreement but also industrial labor. The legislation benefits 
an estimated 4 million wage earners, about two-thirds of which are engaged in 
agriculture and the remainder in industry and fisheries. Coverage of 4 million 
wage earners out of the total population, including all women and children, of 
only 19 million, is certainly an excellent beginning. Available statistics indicate 
that the wage-rate increases brought about by this law for industrial workers will 
range from 5 to 20 percent and for agricultural workers from 10 to 100 percent. 
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The Philippine Congress rapidly, by joint resolution, expressed its policy to 
accelerate the carrying out of congressional legislation the official reforms, and 
economic development measures recommended by the Bell Mission. 

The Philippine Government has and is continuing to put its own economic 
house in order. The results of its efforts thus far have been almost spectacular. 
United States financial assistance as recommended by the Bell Mission and the 
Foster-Quirino agreement is now the missing component. The Philippine Govy- 
ernment, through its own energetic efforts and with our financial assistance, can 
and will remain a bastion of the free world in the Far East. 








(No. 3) 


THe NuMBER OF REPRESENTATIVES AND SENATORS COMPRISING THE PHILIPPINE 
LEGISLATURE 


aS ET aid 


The Constitution of the Philippines, adopted on May 15, 1935, and amended in 
1940, provides for a bicameral legislature consisting of — 

1. A Senate of 24 members, who are chosen at large by the qualified electors 
of the Philippines; and 

2. A House of Representatives of not more than 120 members, who shall 
be apportioned among the several Provinces as nearly as may be according to 
the number of their respective inhabitants, but each Province shall have at 
least one member. The House at present consists of 100 members. 












(No. 4) 


NUMBER OF PERSONS ON THE UNITED STATES GOVERNMENT PAYROLL IN THE 
PHILIPPINES, ExciusivE or Minirary PERSONNEL 





There were approximately 748 persons on the United States Government 
payroll in the Philippines, exclusive of military personnel, as of August 31, 1951. 
This includes approximately 425 alien employees. 

United States agencies which have personnel in the Philippines include (1) 
Veterans’ Administration, (2) Bureau of Public Roads, (3) Office of Alien Prop- 
erty, (4) Economic Cooperation Administration, (5) Department of Treasury, 
and (6) Department of State. 








(No. 5) 


Amount OF AMERICAN PRIVATE INVESTMENTS IN THE PHILLIPPINES 












According to estimates made by the Philippine Securities and Exchange Com- 
mission, American private investments in the Philippines as of January 1, 1950, 
amounted to about $255 million. Net income from these investments amounted 
to approximately $5 million in 1950. ° 
According to a report recently released by the Central Bank of the Philippines, 
based on information supplied by the Securities and Exchange Commission, 
subseribed American capital of newly registered corporations in the Philippines in 
the period from 1945 through 1950 amounted to $9 million. In that same period 
subscribed Philippine capital of newly registered corporations amounted to $83 
million, subscribed Chinese capital amounted to $14 million, and subscribed other 
capital amounted to $3 million, 


(No. 6) 


PHILIPPINE IMpoRTS OF IRON AND STEEL 












The attached table, based on Philippine Government statistics, shows Philippine 
imports of iron and steel items for the years 1948, 1949, and the first half of 1950. 


The total approximate value of such imports in those years is as follows: ins 
witons 
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Since data on weight are not available in the e 
items, it is not possible to indicate an accurate 


imports. 


249 


ase of a number of large individual 
figure for the total weight of such 


he United States in 1950 exported to the Philippines 70,000 short tons of 
steel mill products valued at $10.8 million. 


hss taht suet of iron and steel 


| 
Philip- | 
pine | 
census Item 
sched- | 
ule No.} 


0901 | Bar iron 


United States 
All other countries - - 


0902 | Boiler plate - -- 


United States 
All other countries 


Steel rods or bars 


United States. 
All other countries - - 


0904 | Band or hoop iron 


United States -—- 
All other countries. - 


Corrugated roofing 


United States 
All other countries 


0906 | Plain, galvanized 


United States 
All other countries 


Tin plates, terneplates, ¢ 


ger’s tin 


United States 
All other countries 


9908 | Other (ungalvanized) 


United States 
All other countries 


0909 | Serap tinplate 


United States 
All other countries 


2 | Railroad track materials - - 


United States 


All other countries _-- al 


Castings and forgings -- - - 


United States 


All other countries - : 


} 
O9l4—-a | 


United States.-....------ 


All other countries. - 
| Other structural 


United States - --- 
All other countries 


Barbed wire 


0915 | 


United States 


| 
} 
| 
| 
} 
| 
| 
} 
| 
| 
| 


See footnote at end of table. 


Prefabricated structural... 


All other countries. - 


| Me tric | 
tons 


| 


, 174, 056 
264, 126 


259, 514 
4,612 


3, 350, 542 


, 838, 872 
511, 670 


, 890, 402 
955, 136 
935, 266 

, 009, 034 


3, 609, 852 
399, 182 


922, 206 


861, O78 
61, 128 


“165, 884 | 


150, 824 


15, 060 | 


9 207, 7 54 


3, 733 | 





, 190, 046 
16, SOS | 


“191, 418 | 
121, 040 


1, 348, 874 | 
1, 800 | 


~ 4, 357, 154 


1, 310, 988 
46, 166 | 


353, 656 
1, 598 


Metric | 


3,110 | 


tone Pesos ! 


136 | 31, 904 | 


1950 (first half) 


| Metric | 


tons 


30, li 34 | 


10, 869, 652 


25,012 5, O85, 700 
22, 113 , 18a, 


570 


454 
116 


36, YSO 


4,694 | 
32, 286 400 


OL 


11, 652 , 766, 606 
>, O58 

6, 613 

9, 139 3, 385, 998 


7,973 2, , 038 
1, 166 544, 960 


4,845 , 183, 088 


2,488 
, 550 


2, 788 q 1, 399, 664 | 


__ 204, 314 | 


3,746 | 1,680,214 
559 | 363, 068 


14.317 | 1,27 2, 784 | | 
2, 526 | 803, ga | ue 


468, 932 


1, 791 | 


15, 051 


2,615 


12, 436 
122 


120 
9 
20, 996 


4,316 
16, 679 


1, 602 
3, 001 


3, 281 


, 764 


318 


” 538 


“1615 | 
87, 
1, 528 | 


Pesos ! 


29, 908 


29, 908 
172, 660 


601, 984 
1, 570, 726 


59, 170 


&, 346 


824 


8, 044, 510 


1, 750, 808 


3 092 
7 T16 


17 
1, 27 


2, 302, S80 
2, 024, 304 
278, 576 
188, 278 


156, 192 
32, O86 


103, 756 


103, 756 


19, 748 


16, 526 


31, 322 
1, 040 

~~ 105, 318 
| 98,118 
17 200 
"696, 644 
540, 216 

| 156, 4: 28 


294" on 


| 
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Philippine imports of iron and steel—Continued 








































































































































































































Philip- 1948 1949 1950 (first half) ; 
pine 
census Item oe ‘i 7 x 
sched- etric Metric Metric 3 
ule No.| . tons Pesos ! tons Pesos ! tons Pesos 
0916 | Cables and wire rope.._.......--.- 1,117 810,344 | 1,153 864, 746 700 570, 616 
United States _.....---....-.. 1,112} 806,760 | 1,126] 848,308} 589 | 452, 258 a 
All other countries - -----...-_. 5 3, 584 27 16, 348 111 127, 358 4 
0919 | Netting, fencing, and fence gates._| 1,930 | 1,032,676 | 2,177 | 1,022,470| 1,374 | 566. 200 q 
United States __.............- 1,154 | 706,482 | 1,377] 648,282] 709 | 285, 76 3 
All other countries. _.-.-_...- 376 326, 194 800 374, 188 665 280, 530 ] 
enh | Mem wha........2 2... =. 2, 875 969,348 | 5,774 | 1,894,996] 2,421 | 490. 74 q 
United States___..........-..- 2,612| 901,706 | 4,511 | 1,550,692}  209| 103, Ass ; 
All other countries --__....__- 263 67,642 | 1, 263 344,304 | 2,212 387, 058 3 
0921 | Other manufactures of wire_._.___|______- |. S608 1.......)- ne ~~ 973, 320 4 
United States.___..-......_... SS er Sl ae ee) 183, 824 9 
All other countries -~.--...___- io 4. on 35,418 | 89, 496 ce 
0922 | Common wire nails... -.........-.- 15,631 | 4,312,348 | 16,052 | 4,815,292 | 5,438 | 968, 562 a 
United States. .......-....-.- 4,090 | 1,373,406 | 3,155} 1,302,760| 138 | 36, 484 a 
| All other countries_-__.._-___- 11, 541 | 2,938,942 | 12,897 | 3,512,532 | 5,300 | 932, 07s FE 
0923 | Horseshoe nails... ..---..---.----- we: 20,078| 53/ 28,004| 301 15.878 ¥ 
United States._.....--........ 42 | 20, 078 43 23,924} 30] 15,878 
All other countries. ..-........]_.... --|------------ 10 beh dh REE bce te ss 
0924 | Other nails........-....-.------- 165 | 77,672| 604) 188,490 | 618 | 102, 75s 
United States.__...........- 147 65,220| 276| 115,016| 11] 7,148 q 
Ail other countries. -___.____- 18 | 12, 452 | 328 73, 474 607 95, 640 RS 
i i Se ae! 8 | 69,346 | 219 | 88,638 | 138 | 50, 438 
United States..____. eer cout 236|  69,346| 1771 83,580| 109 42, 260 
All other countries. ......._-- ees pee | 42 | 5, 058 29 | 8,172 
0926 | Tacks, staples, ete...........------ 279 | 310, 300 | __ 389 | 300,422) 117 | 106, 632 
United States.._._._.. =e 276| 308,378 | 316 71,356| 56] 005 rT 
All other countries. -_______. 3 1, 662 x 73 29, 066 61 | 37,118 
0927 | Nuts, bolts, washers, and rivets__. ~ 7,391 | "2,3: 354, 748 | “3. 176 | re “1, 965, 514 1,386 | 458, 668 
i ge ee 7, 366 2,340,818 2 103-1: -3; 53, 872 941 | 188,6 652 
All other countries. - --_-.___- 25 | 13,930 | 1,074 381,642 | 1,145 | 270, O16 
0928 | Roofing nails...............-.---. 123 | 98,868 | 534] | 368,226} 155 | 47, 208 
United States.__..........._.. 40 37, 060 143 78, 744 42 29, 182 
All other countries--.---...-__- 83 56, 808 391 279, 482 113 25, 026 
0929 | Iron and steel enameled sanitary re eT SNe weit Bon Patios (jc 
I So tice inn <sSedavmncinzes Satchel | 
0962-a | W ne —— (oxyacety- a x a ph ae 
Re SENS SRS ah aciees Wie. BE haven cin 74, 682 |.._.. 4 22, 262 
athe Witte. nh Ans 85,104 74,582 |... | 22, 262 
All other countries _ -_..---.__- 7 Jone lendtAsansee | 
0967 | Cast iron soil pipes and pipe fit- ifie 2 eee See rer be 
tings_- ti ERA co 2,118 | 1,112,638 1, 867, 164 1, 862 558, 812 
United States.............---- 1, 766 968, 980 1,305,466 | 1,328 | 419,448 
All other countries - -__-...__-- 352 143, 658 | 561, 698 534 139, 364 
0968 | Black steel pipes and pipe fittings} 718 | 264,472 | 1,069 470,408 | 397 | 151, 808 
} os H 
United States_._.............. 718 264, 472 | 1,024 438,366 | 334 | 125, 724 
All other countries. -..........]........ ee ake _ 4 45 | 32, 042 63 | 26, 084 




















See footnote at end of table. 
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Philippine imports of iron and steel—Continued 





Philip- 1948 1949 | 1950 (first half) 
pine 

census : 

sched- Metric 


| 
| Metric | 
ule No. tons | tons | 
] 
| 
| 





Metric 


Pesos ! 
tons Pesos 


Pesos ! 








Bane) 2 . mae 


| . Py | 
Galvanized steel pipes and pipe | 
fittings 6, 434 3, 338, 892 8, 548 | 4, 480,598 | 4,917 


| 2, 188, 278 


United States 6,209 | 3,278,494 | 8, 161 | 4,304,424 | 4,343 | 1, 968, 226 
All other countries 36 60, 398° | 176, 174 574 | 224,052 

















All other manufactures of iron and | | 

3, 986, 658 786, 234 | 1,349, 700 
United States................- 3, 731, 406 , 222, 292 = ae | 1,173, 490 
All other countries 255, 252 5, OREN, [=p ane--|. See 























Boilers and parts 





United States } 
All other countries. .........-- 90) " | ° Pie 








Locomotives, parts of............- i 490, 342. 2 





United States. .............. an teaioawend ; 
All other countries | 10, 981 











1 The official rate of exchange is 2 Philippine pesos per 1 United States dollar. 
Source: Philippine Government import statistics. 


(No. 7) 
Philippine exports of scrap metals 





1948 (year) 1949 (year) | 1950 (first half) 


es i 
Kilos |! Pesos! | Kilos | Pesos! 


Kilos Pesos ! 


| 
Item Se 5 eae REN amen | 6 ROSS hl SREP, SSE ———___—— 
: 





Scrap metals 132, 225, 343 M4, 181, , 789 | 7,672, 585 | 8 132, 993 8, 172, 846 | 1, 21, § 802 


ANGER oc os ccs phe & 359, 840 355 | 24, 000 | 





United States._......._-.- 185, 726 69, 485 141, 835 | 
Hongkong 319, 114 95, 382 | 20 | 
j 1, 000 | PARR 
India 20, 5, 000 | 5, 000 | 2, 250 | 15, 








De ORsincse nce Se aah “11, 127,385 | 5, 309, 697 7 | 5, 263, 746 | 2, 660, 786 | 1, 254, 858 | 416, 575 


United States 7, 802, 695 3, 492, 551. | 1,927,093 y 7 a | 989, 131 | 286, 844 
Hongkong -- ---- yk techie oe 1, 250, 997 629, 164 | 225, 475 , 480 | 76, 892 8, 730 
1, 838, 254 1, 095, 454 2, 494, 094 | , 556 188, 835 121, 001 
LS ERE SD 187, 425 68, a : Ll Geena on 
Netherlands. .._.........- 48, 014 
Canada... Ey ee eS ; 22, 000 | 
Malaya : ‘ iE. 000 | 
ie OS ee ae eae AK: Hpk oes os, ee 427, 341 








Copper 3, 833,332 | 2, 541, 250 | 2, 029,326 | 1, 45: | 458,721 








United States 2, yt 351 2, 129, 597 409, 239 | | 233, 876 | 312 | 191, 659 
Hongkong 46, 558 | 7,000 | 2, 800 |. | 

i : . 1, 111,425 |: 1, 587, 687 | 1, ry 434 | 

Belgium. MS. 157, 930 | 25, 400 | 21, 000 | 

China 2. 154 . 740 











TON, GUNES. cs Soe sesesina os 115, 958,057 | 5, 781,905. | 70, 060, 428 LL 3, 928, | 6,162, 762 i 332, 428 
United States____- _.. 1105, 469, 237 5, 423, 185 | 42, 127, 399 | 2, 004, f “3, 998, 274 | “29, 423 
China _-- | 1, 606, 500 28,413 | 1,090, 900 | 38, 500 | 37, 500 | 7, 000 
Hong Kong | 1, 455, 360 70, 807 | 2, 917, 392 z 99, 311 4 1, 846, 988 | 52, 900 
I int ne | 5,384, 800 214, 000 eee « Ak Vat a 
Great Britain..-_-________| 2, 032; 000 | 40,000 | 4,330, 000 | | 173, 200 i 
India ___. =t3 10, 160 | 5, 500 | 76, 713 | 42, 030 | 30, 100 
Argentina } | 17, 807, 991 | 841, 6 . - 
Indonesia. ____- atl oe 1, 167, 033 | 715, 8 
French East Indies. ___-_- Lee Te | 543, 000 | 
Israel | ; ‘ aoa i 








See footnote at end of table. 
94756—52 18 
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Philippine exports of scrap metals—Continued 



































1948 (year) | 1949 (year) 1950 (first half) 
Item } 
Kilos | Pesos! | Kilos Pesos ! Kilos Pesos ! 
if | 
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! P1.00 equals $0.50, 


Note.—Philippine total exports of all scrap metals for the entire year 1950 amounted to 29,766,478 kilos 
valued at 3,304,532 pesos. For the first half of the year 1951 exports of scrap metals amounted to 19,919,698 
kilos, valued at 3,000,000 pesos. 


(No. 8) 
AVAILABILITY OF ScRAP METAL IN THE PHILIPPINES 


Philippine steel scrap potential is estimated not to exceed 150,000 tons, 80,000 
tons of which are under water. <A substantial part of the latter is believed to be 
economically salvageable. 

In March of this year the American Embassy at Manila reported that providing 
the Philippine Government would permit immediate exportation of steel scrap 
and facilitate the same through the various governmental agencies which exercise 
control over the operations, it was believed that during the next year approxi- 
mately 50,000 tons of steel scrap could be collected from all sources excluding 
sunken ships, with the understanding that the current price level was maintained 
and that the shippiig necessary for its transportation was available. If price 
and shipping conditions remained the same, it would be possible to secure an 
additional 20,000 tons during the second vear, by which time it was believed that 
all sources of ferrous scrap in the Philippines, other than sunken ships, will have 
been exhausted. Several weeks later, however, the President of the Philippines 
signed into law Republic Act 613, the immediate effect of which, as far as the 
United States is concerned is the practical prohibition of export from the Philip- 
pines of both ferrous and nonferrous scrap metal. 

With respect to the salvageable ships, it is estimated, provided that cost is no 
object, that the vessels located in Manila Bay, Lingayen Gulf, and in the waters 
around San Fernando would yield 80,000 tons of scrap metal. Salvage of these 
ships would yield steel scrap only, as it is believed that most of the nonferrous 
materials have been stripped by clandestine diving operations in the postwar 
period. 

Data is not available on Philippine aluminum or other nonferrous scrap 
potential. 


(No. 9) 


RESTRICTIONS ON Export FROM THE PHILIPPINES OF SURPLUS AND MILITARY 
Property RECEIVED FROM THE UNITED STATES 


With respect to military property, article 5 of the agreement of July 4, 1946, 
between the United States and the Philippines on military assistance to the 
Philippines, modified by exchange of notes effective March 13, 1950, provided 
as follows: 

‘It is agreed on the part of the Government of the Republic of the Philippines 
that title to all arms, vessels, aircraft, equipment, and supplies, expendable 
items excepted, that are furnished under this Agreement on a nonreimbursable 
basis, shall remain in the United States of America.” 

However, through an exchange of notes dated July 3, 1951, there was accom- 
plished the ‘‘transfer of title to the Philippine Government of all matériel here- 
tofore delivered under the terms of the agreement referred to under the authority 
of the Republic of the Philippines Military Assistance Act of June 26, 1946, 
subject, of course, to the provisions of articles 19 and 22 of that agreement.”’ 
These articles are quoted below: 
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Article 19: ‘‘The Government of the Republic of the Philippines agrees that 
it will not relinquish physical possession or pass the title to any and all arms, 
munitions, equipment, supplies, naval vessels, and aircraft furnished under this 
agreement without the specific consent of the Government of the United States.’’ 

Article 22: ‘‘Disclosures and exchanges of classified military equipment and 
information of any security classification to or between the Government of the 
United States of America and the Government of the Republic of the Philippines 
will be with the mutual understanding that the equipment and information will 
be safeguarded in accordance with the requirements of the military security 
classification established thereon by the originating government and that no 
redisclosure by the recipient government of such equipment and information to 
third governments or unauthorized personnel will be made without specific 
approval of the originating government.” 

In April 1950, exports of implements of war were prohibited by the Philippine 
Government, and following the outbreak of war in Korea, machinery was estab- 
lished for the surveillance of exports of strategic goods to China and North Korea. 
Shipments of strategic materials to Hong Kong were subject to favorable endorse- 
ment by the British Government, and in a further move “to direct the war effort 
toward helping the United States,’’ while an embargo was placed on exports of 
iron scrap, shipments of other base metal products were limited to the United 
States. In November 1950, a ban was placed on shipments to Communist or 
Communist-held areas of strategic materials, the method of classification of the 
materials following formulas employed by the United States Department of 
Commerce. 

In order better to implement its policies of control over transshipments, the 
Philippine Government in March 1951, established an interdepartmental com- 
mittee to undertake closer supervision over exports which might find their way 
to Communist-held areas via transshipment points, particularly Hong Kong. 

On May 11, 1951, there was enacted a new comprehensive control measure, 

tepublie Act 613, ‘to promote economic rehabilitation and development and to 

safeguard national security.’’ Under its provisions, a permit from the President 
of the Philippines is required to export or reexport to any destination machinery 
and parts, scrap metals, medicine, foodstuffs, abaca seedlings, gasoline, oil, 
lubricants, and military equipment or supplies suitable for military use. Attached 
are copies of Republic Act 613 and of Executive Order No. 453 implementing 
the act. 

In accordance with section 1302 of the Third Supplemental Appropriations 
Xct of 1951 (Kem amendment) the Philippine Government has certified that 
since June 18, 1951, the Government of the Philippines has not exported, or 
knowingly permitted the exportation of, to the Union of Soviet Socialist Republics 
or any of its satellite countries (including Communist China and Communist 
North Korea) arms, armaments, military matériel or articles or commodities, 
which are contained on the list certified by the Secretary of Defense pursuant to 
section 1302 (a) or shipment of which to the Soviet bloc is embargoed by the 
United States in the interest of national security. 

The United States is at the present time undertaking to reach agreement with 
the Philippine Government, as well as other recipient governments, respecting 
the disposition of equipment and matériel furnished by the United States under 
the Mutual Defense Assistance Act found surplus to the needs of the armed 
forces of those governments. 

Attachments: Copy of Republic Act 613; Copy of Executive Order No. 453. 


{Second Congress of the Republic of the Philippines, second session] 
Repusiic Act No. 613 


AN ACT To regulate, control and/or prohibit certain exports from the Philippines, to authorize the Presi- 
dent of the Philippines to issue rules and regulations to carry into effect the provisions of this act, to 
provide penalties for the violation thereof and of the regulations issued thereunder, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the Philippines in 
Congress assembled: 

Section 1. In order to promote economic rehabilitation and development and 
to safeguard national security, it shall be unlawful for any person, association or 
corporation to export or reexport to any point outside the Philippines machineries 
and their spare parts, scrap metals, medicines, foodstuffs, abaca seedlings, gaso- 
line, oil, lubricants and military equipment or supplies suitable for military use 
without a permit from the President which may be issued in accordance with the 
provisions of the next succeeding section. 
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Sec. 2. All applications for permit to export or reexport any of the articles 
mentioned in section one of this Act shall be filed before a committee to be com- 
— of the Secretary of Agriculture and Natural Resources as chairman, the 

ecretary of National Defense, and the Administrator of Economic Coordination 


as members, such applications to be numbered chronologically in the order in 4 
which they were received. Each application shall be considered and disposed 4 
of by the Committee in their chronological order. If after due consideration the 3 


said Committee should unanimously find that the article or articles for which a 


permit is applied for may be exported or reexported without prejudice to the 5 
national security nor to the government’s program of agricultural and industria! 4 
development, then it shall recommend to the President that a permit be issued a 
for the exportation or reexportation of such article or articles. efore the permit gy 
is issued and signed by the President, the favorable recommendation of the Com- a 
mittee shall be published at the expense of the applicant once a week for two 2 


consecutive weeks in any newspaper or newspapers of general circulation in the 
Philippines, in which publicity shall be given the name of the applicant, the file 
number of his application, the description, quantity and value of the articles 
sought to be exported or reexported and the names of the consignee or consignees 
and the country or countries to which the articles are sought to be exported or 
reexported. If within two weeks after the last publication, no objection is 
received by the Committee to the issuance of the permit applied for, then the 
President shall within ten days issue and sign the permit. If within the said 
period of two weeks, an objection to the issuance of the permit is filed with the 
Committee, then it shall set the matter for hearing within five days after notice 
to the applicant and to the objector, and within ten days after receipt of the 
findings and recommendations of the Committee, the President shall issue the 
corresponding permit or reject the application conformably with such findings 
and recommendations. 

Sec. 3. The President is hereby authorized to control, curtail, regulate and or 
prohibit the exportation or reexportation of such materials, goods and things 
referred to in the preceding section and issue rules and regulations as may be 
necessary to carry out the provisions of this Act. 

Src. 4. In case of violation of this Act or the regulations promulgated there- 
under, such violator or violators shall, upon conviction, be punished by a fine of 
not less than five thousand pesos or more than ten thousand pesos, or by imprison- 
ment of not less than two years nor more than five years, or both in the discretion 
of the court: Provided, That if the violation is committed by the manager, repr¢ 
sentative, director, agent, or employee of any natural or juridical person in the 
interest of the latter the same shall render the said natural or juridical person 
amenable to the penalties corresponding to the particular offense: Provided further, 
That in case of any violation committed in the interest of a foreign corporation 
legally doing business in the Philippines by its agent, manager, representative, or 
director, such violation shall, in addition to the penalties mentioned above, serve 
as a ground for the immediate revocation of its license to do business: And pro- 
vided, finally, That the materials intended for export in violation of this Act and 
the rules and regulations thereunder shall be confiscated by and forfeited to th: 
Government. 

Sec. 5. The authority granted in this Act shall terminate at the end of the next 
regular session of Congress unless sooner terminated by concurrent resolution of 
said Congress, except that as to offenses committed, or rights or liabilities incurred 
prior to such repeal, the provisions of this Act and of the rules and regulations 
issued thereunder shall be treated as remaining in effect for the purpose of sustain- 
ing any suit, action, or prosecution with respect to such right, liabilities or offense. 

Sec. 6. All existing rules and regulations regulating exports with the exception 
of those promulgated by the Central Bank shall hereafter be readjusted, revised 
and integrated to conform with the provisions of this Act. 

Sec. 7. This Act shall take effect upon its approval. 


Approved May 11, 1951. 





[By the President of the Philippines] 


Executive OrpEer No. 453 


ESTABLISHING Rules and Regulations to control, curtail, regulate and/or prohibit the exportation o: 
re-exportation of certain items from the Philippines, to impiement Republic Act No. 613 
Pursuant to the powers vested in me by Section 3 of Republic Act No. 613, I, 
Elpidio Quirino, President of the Philippines, do hereby promulgate the followin 
rules and regulations governing the exportation or re-exportation of materiais 


is 
a 
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enumerated in Section 1 of said Act, as follows: machineries and their spare 
parts, scrap metals, medicines, foodstuffs, abacd seedlings, gasoline, oil, lubricants 
and military equipment or supplies suitable for military use. 

Section 1. The Committee created under Section 2 of Republic Act No. 613, 
of which the Secretary of Agriculture and Natural Resources is the Chairman, 
and the Secretary of National Defense and the Administrator of Economic Coordi- 
nation are members, shall be known as the Export Control Committee. 

Sec. 2. The exportation of all articles included in the list marked “Annex A,” 
hereto attached as an integral part of this Order, is absolutely prohibited: 
Provided, however, That licenses issued or authority granted prior to the effectivity 
of Republic Act No. 613, by the Interdepartmental Committee from February 28, 
1951, by the Civil Aeronautics Board or the Civil Aeronautics Administration, 
and by the Sugar Quota Office on nonferrous metals pursuant to the Cabinet 
Resolution of November 21, 1950, are valid and subsisting. 

Sec. 3. Items inclugled in Annex B, hereto attached as an integral part of 
this Order, may be exported without the need of application and permit, provided 
that with reference to items Nos. 5 to 15, the exporter shall give notice to the 
Export Control Committee at least five days before the closing of the export or 
shipping contract, indicating the quantity and destination of the products to be 
exported, for the determination within the same period of the necessity of their 
control, 

Sec, 4. Applications for permit to export or reexport any of the articles included 
in the list marked ‘Annex C,’’ hereto attached as an integral part of this Order, 
shall be filed under oath with the Export Control Committee in seven (7) copies 
and shall contain the following information: 

1, Name of Exporter. If applicant is a partnership or corporation, the 
name of manager or person authorized to sign for partnership or corporation 
should be stated. 

2. Business Address of Exporter 

3. Nature of Business 

4, Itemized list, description and specifications of materials 

5. Quantity and export value of goods 

6. Source of materials (How acquired) 

7. Present location of articles to be shipped 

8. Name, business address, and nature of business of consignee 

9. Carrier (Name of vessel or aircraft to be furnished the Committee upon 
approval of application) 

10. Port or ports of embarkation 

11. Date of shipment 

12. Port of destination 

13. Final destination 

14. Other information tending to show bona fides of the transaction. 

Sec. 5., Applications for permit to export or reexport shall be numbered chron- 
ologically in the order in which they are received and shall be considered and dis- 
posed of by the Committee in their chronological order. 

Sec. 6. In the screening of exports the Committee shall consider, among 
other things, the following factors: 

1. Needs and requirements of government corporations and/or agencies 
and private entities 

3. The reputation and bona fides of the exporter 

3. Reputation of the Carrier 

4. The bona fides and reputation of the consignee 

5. The proximity of the country of destination to Communist or Com- 
munist-held areas and/or the possibility of the goods being diverted or re-sold 
to said areas. 

6. Proper valuation of the articles. 

In recommending the issuance of a permit the Committee may require the 
filing of a bond or such other guarantees to insure that the articles exported will 
reach their intended destination. 

Sec. 7, If after due consideration the said Committee should unanimously find 
that the article or articles for which a permit is applied may be exported or re- 
exported without prejudice to the national security or to the government’s program 
of economie development and rehabilitation, then it shall recommend, subject to 
the next succeeding section hereof, that a permit be issued tor the exportation or 
reexportation of such article or articles. 

Sec. 8. Before the permit is issued, the favorable recommendation of the Com- 
mittee shall be published at the expense of the applicant once a week for two con- 
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secutive weeks in any newspaper of genera] circulation in the Philippines mn which 
publicity shall be given the following: 
(2) Name of applicant. 
(b) File No. of the application. 
(c) Description, quantity, and value of articles sought to be exported or re- 
exported. 
(d) Name of consignee or consignees and the country or countries to which 
the articles sought to be exported or reexported. 
(e) Name of the carrier. 

Sec. 9. If within two weeks after the last publication no objection is received by 
the Committee to the issuance of the permit applied for, the President will order 
the permit issued. 

Sec. 10; If within the said period of two weeks, an objection to the issuance of 
the permit is filed with the Committee, then it shall set the matter for hearing 
within five days after notice to the applicant and to the oBjector and within ten 
days after receipt of the findings and recommendation of the Committee, the 
President shall in his discretion issue or disapprove the corresponding permit. 

Src. 11. Commodities not listed in Annexes A, B, and C and personal effects of 
—o in transit or going abroad are not governed by the provisions of this 

rder. 

Sec. 12. TRANSSHIPMENTS.—In order te prevent re-exportation in the guise of 
transshipments and in the interests of cooperating with other members of the 
United Nations to prevent diversion of strategic materials to Communists, 
Communist-held and/or troubled areas, transshipment of cargoes passing through 
the Philippines shall be allowed by the Bureau of Customs only upon the issuance 
of a clearance by the Committee. However, publication need not be required 
and each application for transshipment shall be disposed of by the Committee 
within three days from the filing of the application. In considering transshipments, 
the Committee shall look into the genuineness of the transshipment and make 
sure that no dollars emanating from the Philippines have been used therein. 

Sec. 13. All shipments cleared by the Export Control Committee shall be 
subject to the existing rules and regulations governing exports promulgated by the 
Central Bank. 

Sec. 14. CHarcInG oF FEES.—The Committee shall charge a nominal fee of 
five (P5.00) pesos for each application filed. A service fee of not exceeding one- 
fifth of one per cent of the value of the exportation shall be charged for every 
application approved. The funds accruing from the nominal and service fees 
shall, subject to the provisions of the Budget Act, be used to defray the expenses 
of the Committee in carrying out the provisions of Republic Act No. 613, provided 
that any unexpended balance shall revert to the General Fund of the National 
Government. 

Sec. 15. The Chairman of the Committee is hereby authorized to ask for the 
assistance and detail of personnel from the various departments of the govern- 
ment including government-owned or controlled corporations to help carry out 
the provisions of this Order. 

Done at the City of Manila, this 19th day of June, in the year of Our Lord, 
nineteen hundred and fifty-one, and of the Independence of the Philippines, the 
fifth. 

(Sgd.) Etrrp1o Quirino, 
President of the Philippines. 

By the President: 

(Sgd.) Marctano Roqur, 
Acting Assistant Executive Secretary. 


ANNEX A 


I. Arms, a2mmunition, aircraft, vessels and other war equipment: 
A. Artillery and projectors: 

. Guns. 

. Howitzers. 

. Cannons. 

Mortars. 

Rocket launchers (of all alte. 

Military flame throwers, 

Military smoke, ges or pyrotechnic projectors. 

. Barrels. 

Mounts and other components thereof. 


Seer er 











y. 
a 
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B. Bombs, torpedoes, and rockets: 
1. Bombs. 
. Torpedoes. 
. Grenades. 
. Rockets, 
. Mines. 
3. Guided missiles, depth charges, 2nd components thereof. 
. Apparatus and devices for the handling. 
. Control. 
9. Discharge. 
10. Detonation or detection thereof. 
C. Fire control equipment and range finders: 
1. Fire-control equipment. 

2. Range. 

3. Position and height finders, spotting instruments. 

4, Aiming devices (gyroscopic, optic, acoustic, atmospheric 
or flash). 
5. Bombsights. 

6. Gun sights and periscopes for the arms. 

D. Tanks and Ordnance vehicles: 

Tanks. 
. Armed or armored vehicles. 
. Armored trains. 
. Artillery and small arms repair trucks. 
5. Military half tracks. 
. Tank recovery vehicles. 
. Tank destroyers. 
Armors plate. 
9. Turrets. 

10. Tank engines. 

11. Tank tread shoes. 

12. Tenk bogie wheels end idlers therefor. 

. Poison gases and toxicological agents: All military toxicological and 
lethal agents and gases; military equipment for the dissemination 
and detection thereof and defense therefrom. 

. Propellants and explosives: Propellants for the articles enumerated 
in C and F military high explosives. 

. Vessels of war: 

1. Vessels of war of all kinds, including amphibious craft, land- 
ing craft, naval tenders, naval transports and naval patrol 
craft, armor plate and turrets therefor. 

2. Submarine batteries and nets, and equipment for the laying, 
detection, and detonation of mines. 

. Aircraft, spare parts and equipment: 

All types of military aircraft and their spare parts. 

2. All specialized Air Corps equipment. 

3. All airborne signal and ordnance equipment. 

4. All radar equipment and spare parts. 

. Miscellaneous equipment: 

1. Military radar equipment, including components thereof, 

radar countermeasures and jamming equipment. 

. Military stereoscopic plotting and photo interpretation 
equipment. 

Military phototheodolites, telemetering and Doeppler equip- 
ment. 

. Military super-high-speed ballistic cameras. 

. Military radiosondes. 

. Military interference suppression equipment. 

. Military electronic computing equipment. 

. Military miniature and subminiature vacuum tubes and 

photoemissive tubes. 

. Military armor plates. 

. Military steel helmets. 

. Military pyrotechnics. 

. Synthetic training devices for military equipment. 

. Military ultrasonic generators. 

All other material used in warfare which is classified from 

the standpoint of military security. 


SD MNONF w 
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If. Ferrous and nonferrous scrap metals, ingots, and articles convertible into 
scrap, except brass, bronze and copper scraps. 
III. A. Import products: 
1. Rubber tires and tubes. 
Newsprints. 
. Jute and jute products 
. Sulfa drugs and antibiotics. 
5. Medical, dental and pharmaceutical instruments and _ allied 
equipment. 
6. Radio instruments and spare parts. 
7. Tin plates. 
8 
9 


TH Cobo 


Aluminum, copper, iron, steel, zine and other metallic products 
Galvanized iron sheets, steel rods and similar construction 
materials. 
10. Sulfur and derivatives. 
11. Fertilizers. 
12. Flour. 
13. Rice. 
14. Imported meat, fish, poultry, and dairy products. 
15. Imported canned fruits, beans, vegetables and other farm prod- 
ucts preparations. 
16. Cacao and coffee. 
17. Gasoline, fuel oil, lubricants, and petroleum products. 
B. Locally produced: 
1. Rice. 
2. Corn. 
3. Abacd seedlings. 
4. Cacao and coffee. 

5. Meat and dairy products. 

IV. Machinery (light and heavy), mechanical, electrical, agricultural, construc- 
tion, engineering, and transportation equipment of all types, including 
surplus equipment, spare parts, accessories, wires and other allied articles, 
except those already approved by the Bureau of Customs or NICA or 
other Government agencies as well as licenses covered in section 2 herein 


+! 





ANNEX B 


1. Perishable fruits like mangoes, bananas, etc. 

2. Preserves such as pineapples, guava jelly, cocohoney, etc. 

3.. Tobacco and tobacco products locally produced. 

4. Preserved fish products. 

5. Cordage, abacd, and other fibers. 

6. Copra, coconut vil, dessicated coconut and other coconut products, including 
containers. 

7. Locally manufactured fuel oil, lubricants, and petroleum products. 

8. Wine and alcoholic beverages. 

9. Sugar (refined, centrifugal, or muscovado) molasses. 

10. Enriched rice. 

11. Logs, lumber, and finished products. 

12. Iron ore, chrome ore, copper ore, manganese ore, barite, gypsum, lime, gold 
and silver and concentrates thereof, and other mineral products. 

13. Pharmaceutical products locally produced, cosmetics and other similar 
preparations. 

14. Exportation of gas or liquid metal empty containers by a reliable operating 
gas or waterworks company with intention to return such empty containers after 
refilling. 

15. Exportation or reexportation of aircraft used in air commerce, spare parts, 
materials and supplies used in connection with the business of an air carrier other 
than the Philippine Airlines, Inc., to its stations or offices abroad, or to any 
place outside of the Philippines, for the maintenance, repair, and servicing to its 
aircraft. 
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ANNEX C 
. Alcohol. 
. Electrical products, locally produced. 
. Hide. 
. Cement. 
. Commercial aircraft. 

Prefabricated forms of steel for assembly outside of the country and which 
shall be returned to the Philippines upon completion. ‘The committee may require 
a bond to insure return of the completed assembly under this category. 

7. Machinery (light and heavy), mechanical, electrical, agricultural, construc- 
tion, engineering, and transportation equipment of all types, including surplus 
equipment, spare parts, accessories, wires and other allied articles, already 
approved by the Bureau of Customs or NICA and not yet shipped. 

8. Small arms, machine guns and ammunition hereunder enumerated, subject 
to the specific recommendation of the Secretary of National Defense: 

Rifles. 

Carbines. 

Revolvers. 

Pistols. 

Machine pistols and machine guns (using ammunition of caliber .22 or 
over). 

Barrels. 

Mounts, breech mechanism and stocks therefor. 

Ammunition of caliber .22 or over. 

Cartridge cases. 

Powder bags. 

Bullets. 

Jackets. 

(m) Cores. 

(n) Shells (excluding shotgun). 

(o) Projectiles and other missiles. 

9. Brass, bronze, and copper scraps. 


WASHINGTON, D. C.—BRIEFING Exuisit 7 


DEPARTMENT OF STATE, 
Washington, April 6, 1951. 
Col. Cary B. Hurcuinson, GSC, 
Assistant Chief, Supply Division, Department of the Army. 

My Dear Cotonet Hourcuinson: Reference is made to your letter of March 
22, 1951, transmitting information concerning the Department of the Army’s 
anticipated sale of foreign excess property in Germany. The property in question 
and the manner of sale are described as follows: 

(a) Two mine sweepers, three landing craft; one repair shop barge; and 
one harbor tug (captured enemy material)—estimated acquisition value, 
$460,478. These items were detérmined salvage by a board of officers. 
Approximately 300 potential bidders in the United States and foreign coun- 
tries will be solicited. This property will be sold for dollars or deutsche 
marks. 

(b) Nine hundred and forty-three thousand and twelve gallons of lubri- 
cant, gear, universal No. 80—estimated acquisition value, $678,969. This oil 
has been determined to be not suitable for Government use due to its corrosive 
qualities. Approximately 200 potential bidders in the United States and 
foreign countries will be solicited. This property will be sold for dollars or 
deutsche marks. 

(c) Miscellaneous salvage and scrap such as webbing; leather; rope; rain- 
coats; camouflage nets; photographie supplies; tires, auto and aircraft; nuts, 
bolts, and washers; fire hose; engine, narrow gage; rubber pontoons; arctic 
overshoes; gear lubricant, universal 80; armatures; saddle soap; searchlight 
carbon; radio residue; forklift truck; and miscellaneous mixed rubber scrap— 
estimated acquisition value, $1,117,554. Approximately 1,064 potential 
bidders in the United States and foreign countries will be solicited. The 
property will be sold for dollars. 

The information was forwarded so that this Department might examine the 
proposal in relation to the foreign policy of the United States and make any 
comment which might be appropriate in view of this Department’s responsibility 
under section 401 (a), Public Law 152, Eighty-first Congress. 
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In respect of the vessels noted in (a) above it is assumed that the determination 
that the vessels are in salvage condition carries with it the connotation that any 
sale of these vessels wilt be made for scrapping purposes only. It is likewise 
assumed, in connection with all the property listed above, that the screening 
process has been comprehensive in that it has taken Mutual Detense Assistance 
requirements into consideration. 

Subject to the above assumptions being correct the Department concurs in the 
proposal for disposition of the foreign excess property as outlined in your letter 
provided that appropriate measures are taken to assure that such of the property 
as is of a strategic nature will not come into the possession of those whose interests 
are inimical to the interests of the United States. It is understood that the 
provisions of the Department’s letter of November 28, 1950 will govern in the 
event that deutschemarks are received for any portion of the property sold. 

Sincerely yours, 
Carrot, M. Meigs, 
Acting Chief, Lend-Lease and Surplus Property Staff. 


WASHINGTON, D. C.—-BrieFIne ExHIBIT 8 


DEPARTMENT OF STATE, 
Washington, October 18, 1951. 
Hon. Hersert C. BonNER, 
House of Representatives. 

My Dear Mr. Bonner: During the course of the testimony given before your 
committee on Thursday, October 11, 1951, by Mr. Francis T. Murphy, chief of 
the Department’s lend-lease and surplus property staff, and Mr. Carroll M. 
Meigs, a member of that staff, certain supplementary information was requested 
by your committee. 

In discussing the functions of the Department in connection with title IV of 
Public Law 152 the committee requested examples of the type of clearances given 
by the Department to other executive agencies disposing of foreign excess property 
which would indicate the type of control exercised over disposals. Attached are 
copies of six typical letters to the Department of the Army which illustrate the 
conditions under which the Department approves disposals of major quantities 
of foreign excess property. It may be that your committee will wish to insert 
one or more of these letters in the record. 

Information was also requested as to the procurement cost to the United 
States of surplus property sold to Japan under the various contracts for which the 
return to this Government will be slightly over $14 million. The total procure- 
ment cost of the property sold to Japan was slightly over $51% million. Attached 
is a tabulation giving the detailed breakdown of procurement cost and sales price 
for the five contracts under which surplus property was sold to Japan. It may be 
of interest to the committee to note that the return to the United States Govern- 
ment was slightly over 27 percent of the procurement cost. 

A request was made for the name of the Japanese agency which disposed of the 
property after it was purchased from the Office of the Foreign Liquidation Com- 
missioner. All of the sales contracts were signed on behalf of the Japanese 
Government by officials of the board of trade (Boeki Cho), an agency of the 
Japanese Government which at that time controlled all export and import trade 
permitted by SCAP. This agency bought and sold in world markets and con- 
trolled the distribution of imports to the Japanese population. This function 
has now been largely returned to private concerns. 

I trust that the foregoing information will prove useful to your committee in 
connection with its investigation of surplus property disposal practices. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary 
(For the Secretary of State). 


(Enclosures: (1) Tabulation, contracts made by the Office of the Foreign Liquida- 
tion Commissioner with the Japanese Government; (2) Six letters to the Depart- 
ment of the Army as noted above.) 
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Contracts made by the Office of the Foreign Liquidation Commissioner with the 
Japanese Government 





Procurement 


Contract No. and date para Sales price 





W-FLC (CH-II)-500, Nov. 22, 1946... ; | $41, 950, 242.62 | $12, 585, 594.05 
W-AIGLs Cl O-¥ pal, CODU, DE; Feet... occ cece 2, 621, 520. 00 330, 000. 00 
W-ANL (TO-V)-502, Mar. 13, 1948 , 5, 149, 309. 87 780, 062. 37 
W-ANL (TO-V)-503, July 28, 1948......._.__-- Ese (}) 52, 683. 30 
W-ANL (TO-V)-504, Jan. 28, 1949. _...___- idcictial « p Rien --| 1,909, 181. 45 286, 377. 21 








Lo EEE: Sey a, eee as tee re Se bitee 3 | 51, 630, 253. 94 14, 034, 716. 93 
| 





1 Inasmuch as this material was classed as ‘‘salvage,’’ no procurement cost was listed on the declaration; 
bowever, Sales price was based on 15 percent of known procurement cost. 


DEPARTMENT OF STATE, 
Washington, August 24, 1951. 
Brig. Gen. Patrick H. Tansey, CSC, 
Chief, Supply Division, 
Office of the Assistant Chief of Staff, G-4 Logistics, 
Department of the Army, Washington 25, D. C. 

My Dear GENERAL Tansey: Reference is made to your letter of August 16) 
1951, transmitting information concerning the Department of the Army’s antici- 
pated sale for dollars of foreign excess property in Germany. The property in 
question was described as follows: 





Items Condition 


| 
| Acquisi- 
| tion cost 








{ 
1,961,000 rations ‘‘10-in-1” | $2, 137, 490 
ph ae ig ae ee d 738, 000 








Your letter notes that 700 firms in the United States and foreign countries are 
prospective bidders. Your letter likewise states vour understanding that the 
High Commissioner for Germany interposes no objection to this sale. 

The foregoing information was forwarded so that this Department might 
examine the proposal in relation to the foreign policy of the United States and 
make any comment which might be appropriate in view of this Department’s 
responsibility under section 401 (a), Public Law 152, Fighty-first Congress. 

It is assumed that the screening proesss has taken mutual defense assistance 
requirements into consideration or that the deteriorated condition of the rations 
has precluded their use by the military forces of any nation receiving mutual 
defense assistance. It is likewise assumed that a sale will be made under safe- 
guards adequate to insure that the property will not be used in a manner contrary 
to the best interests of the United States. 

Subject to the above assumptions being correct the Department concurs in the 
proposal of disposition of foreign excess property as outlined in your letter. 

Sincerely yours, 
Carroui M. MeEtas, 
Acting Chief, Lend-Lease and Surplus Property Staff. 
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DEPARTMENT OF STATE, 
Washington, July 20, 1951. 
Col. Jack H. Wesxr, GSC, 
Acting Chief, Distribution Branch, Supply Division, 
Department of the Army, Washington 25, D. C. 

My Dear CoLonet WeskeE: Reference is made to your letter of June 27, 1951, 
transmitting information concerning the Department of the Army’s anticipated 
sale of foreign excess property located on Guam. The property is stated as having 
an estimated acquisition cost of $3 million and is likewise stated to have been 
determined salvage by a board of officers. The property is further described as 
consisting of 8,000 long tons of mixed light and heavy iron and steel; 350 long tons 
of lumber; 700 long tons of rubber tires and 200 long tons of roofing paper. Your 
letter states that bids will be solicited from scrap dealers and construction firms 
in the United States, Hawaii, Japan, and the Philippines. It further states that 
the iron and steel scrap is being reported for allocation in accordance with National 
Production Authority regulations. The information was forwarded so that this 
Department might examine the proposed disposal in relation to the foreign policy 
of the United States and make any comment which might be ag FoR in view 
of this Department’s responsibility under section 401 (a), Publie Law 152, Eighty- 
first Congress. 

This Department concurs in the proposal for disposition of the foreign excess 
property as outlined in your letter under reference subject to National Production 
Authority allocation of the iron and steel scrap and on the understanding that the 
sale of the balance of the property, particularly the rubber tires, will be made to 
a responsible customer under adequate guaranties and controls to insure that the 

roperty will be utilized in the manner consistent with the best interests of the 

Jnited States. 

It is assumed that the currency to be received will be United States dollars or 
that, in the event that payment is contemplated in other than United States 
dollars, this Department and the Treasury Department will be consulted prior 
to the completion of disposal action as required by NAC Action No. 357, October 
4, 1949. 

Very truly vours, 
F. T. Murpuy, 
Chief, Lend-Lease and Surplus Property Staff. 


DEPARTMENT OF STATE, 
Washington, January 17, 1951. 
Brig. Gen. Patrick H. Tansry, GSC, 
Chief, Supply Division, Office of the Assistant 1 ste of Staff, G-4 Logistics, 
Department of the Army, Washington 25, D. 


My Dear GENERAL TANSEY: Reference is made . your letter of January §, 
1951, transmitting information concerning the Department of the Army’s antici- 
pated sale of foreign excess property in Guam. The property in question is a 
vessel, OS—12, having a length of 104 feet, beam 18 feet and displacement of 11° 
long tons. The estimated acquisition cost is given as $250,000. It was stated 
that a technical inspection and a board of officers’ action revealed the vessel to 
be in salvage condition. Prospective bidders are noted as miscellaneous dealers 
in the United States and local areas. The information was forwarded so that 
this Department might examine the proposed disposal in relation to the foreign 
policy of the United States and make any comment which might be appropriate 
in view of this Department’s responsibility under section 401 (a), Publie Law 152, 
Fichty-first Congress. 

This Department concurs in the proposal for disposition of the foreign excess 
property as outlined in your letter under reference subject, however, to the 
inclusion in the contract of sale of a provision either (1) requiring the scrapping 
of the vessels and the disposal of the resulting scrap in markets where it will not 
fall into the hands of those whose interests are inimical to the interests of the 
United States or (2) governing the resale and ultimate disposition of the vessels 
under like restrictions. 

Sincerely yours, 


F. T. Morpuy, 
Chief, Lend-Lease and Surplus Property Staff. 





FEDERAL SUPPLY MANAGEMENT 263 


DEPARTMENT OF STATE, 
Washington, September 24, 1950. 

Brig. Gen. Patrick H. Tansey, 

~ Chief, Supply Group, Logistics Division, 

Department of the Army. 

My Dear GENERAL Tansey: Reference is made to your letter of January 6, 
1950, transmitting information concerning the Department of the Army’s antici- 
pated sale of excess property in Japan which you listed as follows: 





Item Quantity A oqniattion 





Vessel, steel, freight, length, 176 f 

Mme, wood, length, 96 feet 

Boat, patrol, length, 37 feet... .-.--- 

Barge, steel, cargo, length, 80 feet___. 

Barge, steel, refrigerator, length, 80 feet_--_-- 


$898, 398 
227, 500 
3, 500 

, 000 

, 000 
1161, 730 


CN Ue Re 





Total. ......----------------- 2-22-2222 e ee eee eee eee eee ne eee eee - 1, 476, 128 








Total. 


The information was forwarded so that this Department might examine the 
proposed disposal in the light of its possible effect on the foreign policy of the 
United States and make any comment which might be appropriate in view of this 
Department’s responsibilities under section 401 (a), Public Law 152, Eighty-first 
Congress. 

As a result of supplemental conversations with Lt. Col. C. O. Frake it is under- 
stood that instructions will be issued to consult with the appropriate political and 
economic officers on the Supreme Command and obtain concurrence in this pro- 
posed disposal if such consultation has not already taken place. It is further 
understood that instructions now in effect assure that adequate precautions will 
be taken when making an award to insure that the items listed will not find their 
way into uses which might adversely affect the interests of the United States. 

If the disposal of the listed property results in the acquisition of foreign currency 
or dollar credits, as provided in section 402 (b) of Public Law 152, in amounts 
exceeding the equivalent of $50,000, this Department desires to be informed in 
order that consideration may be given to the possibility of using the benefits 
received for educational or building programs and other governmental expenses 
pursuant to section 401 (b). 

Subject to the foregoing comments the Department of State concurs in the 
proposal for disposition of the subject foreign excess property as outlined in your 
letter under reference. 

Sincerely yours, 
F. T. Murpuy, 
Chief, Lend-Lease and Surplus Property Staff. 


DEPARTMENT OF STATE, 
Washington, September 7, 1951. 
Col, F. W. Exuery, 
Executive Supply Division, 
Office of the Assistant Chief of Staff, 
G-4, Logistics, Department of the Army, Washington, D. C. 

My Dear Co.Lonet E.LiLery: Reference is made to your letter of August 25, 
1951, transmitting information concerning the Department of the Army’s antici- 
pated sale for United States dollars of foreign excess property located in Japan, 
bidders to include miscellaneous dealers in Japan and the United States, and de- 
scribed as follows: 

324 motor vehicles; sedans, 1941 and 1942 models, Fords, Plymouths and 
Chevrolets, uneconomically repairable for Army use, total acquisition cost— 
$372,924. 

The information was forwarded so that this Department might examine the 
proposed disposal in relation to the foreign policy of the United States and to make 
any comment which might be appropriate in view of this Department’s respon- 
sibility under Publie Law 152, 81st Congress. 
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Subject to appropriate precautions being taken to assure that this property 
does not fall into the hands of interests inimical to the United States and that sales 
of the property for use in Japan be in accordance with existing Japanese law and 
exchange control and import licensing regulations, this Department concurs in the 
disposition of the property as outlined in your letter under reference. 


Sincerely yours, 
F. T. Murpuy, 
Chief, Lend-Lease and Surplus Property Staff. 


WASHINGTON, D, C.—BrIEFING ExHIsit 9 
OrricE MEMORANDUM—UNITED States GOVERNMENT 


OcTroBER 12, 1951. 
To: H—Mr. Moreland. 
From: WE—Mr. Williamson, 
Subject: Sources of Italian steel scrap imports. 
Mr. Bonner asked for a breakdown of the figures for Italian steel serap imports. 
In the first 5 months of 1951, Italy imported 306,000 tons of iron and steel scrap. 
The imports were obtained from the following areas: 


POUR MEDS. Sono 5.5 Ce Aees R ED tel Peele he eee ey Be te res 8 oe 148. 5 
TU IS 88, Sat thy SES 2) ed De Fels Sad te Leia tae oe 60. 6 
Ee OES EE Os OR ers Tee bee Pe A OLE ee oe ae Sree ee ee Sit 22. 9 
fe EMS cee et ae OS PRO de ROT Ore rote te EA PEM a PERI RTE R S Tel BE ee 19. 6 
A ail i Ra ene tien ESAS Se i ET ee NAY 14. 6 
Pie nn ee Sk nk eae 2 Le DN Nr s  ES t 8 SS ES dhe A aie 40. 6 

cio EER tet Asa Me! NAO EN Co rae ge CM Be tcp ROOM Dee SE Lee et ral IY 306. 8 


WASHINGTON, D. C.—BRIEFING ExHIsir 10 
Yorosuka, Honsuu, JAPAN—BriEF History oF Navau ACTIVITIES 


ComFleAct Yokosuka is located at the entrance to Tokyo Bay in what for all 
practical purposes is a continuation of the cities of Tokyo and Yokohama. The 
harbor is divided into two parts by Azuma Island. The northern portion 
(Nagaura) is open to commercial shipping while the southern part consisting of 
the major portion of the former Japanese naval base is under the control of the 
United States naval activity. Before the end of World War II the port was 
entirely military. 

It is an extensive instalfktion developed by the Japanese over a period of many 
years. The estimated current value of the plant account is approximately 
$250,000,000. * * * . 

Upon the surrender of the Japanese, the United States Navy was assigned 
Yokosuka as its zone of authority. The initial landings were made on August 
30, 1945. The base was piled high with junk and debris. Over 106,000 tons of 
iron scrap have since been removed. Thousands of tons of materials have been 
returned to local civil economy and local civil relief. The harbor was filled with 
wrecks and driftwood. Over 377 hulks have since been raised. Sanitary con- 
ditions presented a comparable problem. 

A year after the surrender, the Yokosuka base was drydocking and repairing 
ships supporting the occupation. The base in conjunction with other facilities 
furnishes logistics for the United States Navy ashore and afloat in Japan. 

The United States Naval Fleet activities Yokosuka consist of the following 
major activities: 

Ship repair facility 

Naval ordnance facility 

Naval hospital ‘ 
Harbor defense unit 

Naval air facility 

Naval communication facility 
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WASHINGTON, D. C.—BrikFIng Exuisir 11 
OKINAWA, Ryukyu Istanps—Brier History or Navau ACTIVITIES 


In 1940 the population of Okinawa was about 443,000—slightly more than half 
that of the entire Nansei Shoto. The largest towns were Naha, an important 
harbor on the west coast with 68,000 inhabitants, and Shuri, about 4 miles inland 
from Naha, with 17,500. Other leading settlements were Yonabaru, just east 
of Shuri, and Itoman, south of Naha, with populations of 5,000 and 7,000 re- 
spectively. While most of Okinawa is agricultural, there was some manufactur- 
ing, principally in the city of Naha. 

In 1879 the Ryukyu Islands had been completely incorporated as an integral 
part of the Japanese State. By the terms of the W ashington Treaty of 1922 
Japan bound herself to construct no new fortifications in the Ryukyus, but after 
1935 this agreement became a dead letter. 

On April 1, 1945, Okinawa was occupied by United States troops. It was secured on 
June 21, 1945, after a campaign of 82 days, and a naval advanced base estab- 
lished. Other than air facilities were disestablished May 31, 1947; the Naval 
Air Facility, Naha, was established October 1, 1947, inactivated June 18, 1949, 
reactivated February 5, 1951, and commissioned April 18, 1951. 

The Naval Air Facility, Naha, is located 2 miles south of Naha, Okinawa. It 
occupies approximately 10 acres of government-owned land which is a part of 
the Air Force Base, Naha. The base was originally occupied in April 1945 and 
has been used by the Air Force since that time. * * *. During World War II 
this facility supported carrier type and antisubmarine warfare aircraft operations. 

This facility is being dev eloped because existing facilities operated by 
ee: ‘Ate Force provide economical joint usage. * * *. 

The consolidated MSTS/NCSO office was established effective October iF 
1950, under the title MSTS Representative Okinawa/NCSO Buckner Bay; the 
title was changed March 15, 1951, to MSTS Representative/NCSO Okinawa. 


WASHINGTON, D. C.—BRIEFING ExHIstir 12 
UNITED STATES AIR FORCE SUPPLY SYSTEM 


As Presented to the Management Committee, Office of the Secretary of Defense 
by Maj. E. H. Steelnack, USAF, Management Branch, Programs Control 
Group, Directorate of Supply and Services DCS/Matériel, Hq. USAF, Sep- 
tember 1951 

I. INTRODUCTION 


The Air Force supply system is basically the same supply system that is used 
by civilian industry to get its manufactured products into the hands of the 
ultimate user or consumer. 

Its evolution parallels the development and employment of the airplane as a 
combat weapon and as a transportation vehicle for men and matériel. As the 
airplane came into its own, the responsibility for supply and maintenance of 
“parts peculiar to aircraft,” was gradually transferred to Air Force Commanders, 
until full and complete responsibility for the duties relating to the management 
of “parts peculiar” were an integral part of Command responsibility. 

Under the Chief, Air Corps, and later Commanding General, Army Air Force, 
the parts peculiar concept matured. Air Depots were constructed for the storage 
and distribution of parts peculiar to aircraft and at base level Air Corps ware- 
houses appeared side by side with Army Technical Service Warehouses. 

World War II proved the soundness of the centrally controlled matériel sys- 
tem for aircraft and related property and supplies which had been years in the 
embryonic stage of development. 

In 1944 the Air Force published TM 88-410, Army Air Force Base Supply Pro- 
cedure, Which was the counterpart of TM 88-403, the Army’s Station Supply Pro- 
cedure Manual. One base supply system for all supplies, both Air and Army 
came into being. Centralized control of all supplies at base level for both Air 
Force and Army matériel was established under the direction of one supply officer. 

In 1948 Air Force Manual 67-1, the USAF Supply Manual was published com- 
pleting the establishment of an integrated supply system for the Department of 
the Air Force, at base and depot level, world-wide. 
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The USAF supply system is founded on six basic concepts. They are: 


1, Undivided responsibility and authority at all levels of Command. 

2. Control over all assets in the Air Force with item reporting from the 
lowest echelon. 

3. Minimum pipeline and stockage objectives. 

4. Utilization of reparable assets to the maximum extent feasible to meet 
current and future programs. 

5. Item and Case Control of oversea shipments. 

6. Sound management programs. 


The Air Force has developed a sound, controlled, efficient, and effective supply 
system, utilizing the experiences of big business and the aggressiveness of its 
Officer and Civilian matériel personnel to insure that the system is geared to 
cope with the accelerated pace of the national emergency and the technica] 
growth of the United States Air Force. 


Il, NEW DISTRIBUTION CONCEPT 


Since the end of World War II, the Air Force has adopted a new concept in 
the distribution of supplies, called the Zonal Concept. It is designed to provide 
greater efficiency in the handling and shipping of supplies; provide more effective 
and faster distribution; eliminate paper work; make greater utilization of 
manpower and facilities; and improve maintenance and transportation opera- 
tions. ; 

Simultaneously, several special functions, such as expediting from contractors 
and distribution operations, which previously had been performed by Supply 
Division, Headquarters, AMC, at Dayton, Ohio, have been decentralized to 
various field organizations. Decentralizaticn of operational functions relieves 
the Supply Division, Headquarters, AMC, of many details incident to obtaining 
supplies, and enables that Headquarters to devote its resources to administra- 
tion, planning, and computation of item requirements for Air Force logistical 
support. 

As aircraft rose in combat effectiveness, supply and maintenance operations 
have grown into a far-flung system patterned after the commercial concept of 
wholesaler, retailer, and consumer. In effect, an Air depot is a “wholesaler” 
and a “retailer.” It operates a world-wide “mail order” business, receiving, 
storing, and issuing several hundreds of thousands of items annually for the 
Air Force. <A depot’s activity is geared to one purpose—providing logistical 
support to the Air Force on a world-wide basis—in peace or in war. This means 
getting the right items to the right place, at the right time, in the right quantity, 
with the utmost economy. There are 16 active depots in the United States, their 
major mission being a “wholesale business.” A depot is an exciting place, but 
there is not much glamour in its operation. It is all work, and strictly business. 

This Air Force Supply and Maintenance concept cuts out the “middleman.” 
Supplies are shipped from the manufacturer directly to a zonal depot (whole- 
saler), and from there directly to the individual Air Force base, affording savings 
in time and money. Although the system of Air Force distribution has been 
much improved since the end of World War II, there has been no change in 
the geographic location of Air Force depots. 

Previously, specialized depots throughout the United States were stocked 
with a particular property commodity, and that commodity then was distributed 
to all depots and from depots to consuming bases. In effect, this made every 
’ depot a general depot, and meant that materials had to be shipped from the 
manufacturer to the specialized depot, then to the general depot, and finally to 
the Air Force base. 

Under the new concept, supplies are shipped from the manufacturer in accord- 
ance with terms of procurement contracts to the zonal depot in each of the two 
zones designated to handle the particular class of property; then to the con- 
suming air base. This has made possible the requisitioning of supplies within a 
zone directly on the appropriate zonal depot, and eliminates channels through 
which requisitions previously had been processed. 

Greater utilization of space is accomplished, since area depots carry only a 
limited number of classes of stock. This policy lends itself to larger space 
utilization, and faster and simplified inventory. Previously, the general depots 
carried as many as 250,000 items of all classes of Air Force stock. 

In maintenance activities as well as in supply, the zonal system has brought 
vast improvements. Overhaul and repair of reparable equipment of the same 








J 


oo 


ww eS 

















FEDERAL SUPPLY MANAGEMENT 267 


property classification is accomplished at the depot which stores the property 
classification and bits and pieces. This parallel operation makes maintenance 
parts readily available, eliminates delays, and assures a backlog of work which 
will permit planned maintenance repair on a long-range schedule. Control of 
production and allocation of man-hours for designated commodities and types 
of equipment and aircraft components are accomplished at only two points. 
This provides greater flexibility and greater effectiveness of repair processes. It 
also insures the maximum use of equipment and avoids the expensive duplication 
of jigs and dies. Specialization of repair and manufacturing operations permits 
greater use of money-saving production-line maintenance techniques. With 
supply and maintenance paralleling each other, the maximum use of available 
structural facilities is possible. 

Another important aspect in logistic support of the Air Force is transporta- 
tion. Specialized distribution affords many transportation advantages. The 
routing of specific commodity shipments from the manufacturer to definite points 
is planned with an eye toward advantageous freight rates. Transportation 
pipeline time and expense are held to a minimum. By locating bulk stock and 
overhaul parts, and accomplishing parallel maintenance repair in two designated 
zonal depots only, much of the carload and air transport shipments formerly 
made back and forth between depots has been reduced. Packing, crating, and 
boxing production lines for identical stocks have been perfected, thus saving 
weight and space, since supply action for one stock classification is accomplished 
at one zona] depot only. Transportation funds and air transport allocations are 
made in relation to those depots having the greatest volume of fast-moving 
supplies. Specialization also affords maximum efficient utilization of air trans- 
port trunk lines between depots and feeder lines for area distribution, supple- 
mented by fast motor freight. An air transport system based on known pay loads 
and fixed schedules speeds up distribution of supplies, reduces pipeline time 
and stock levels. 

In the three principal fields of logistics—supply, maintenance, and transporta- 
tion—the zonal system is vastly superior to previous methods used in supply 
and maintenance operations. Included among the improvements as a result 
of this specialization are increased operating efficiency, reduction in operating 
and transportation costs, greater utilization of available manpower and equip- 
ment, and elimination of paper work and duplication of effort, faster and more 
efficient movement of supplies, and improved operations in maintenance and 
overhaul of aircraft. 
III. TWO-ZONE SYSTEM 


Under the new concept in the Air Force Supply and Maintenance System, the 
continental United States is divided into two integrated and complete East and 
West zones. The zones are separated by the Mississippi River and the eastern 
boundaries of Illinois and Wisconsin. Each zone has a complete stock of all 
classes of Air Force property, divided between the two zones on an equitable 
basis, using airplane population, vehicle population, or troop strength, as ap- 
plicable for the basis of distribution. 

States in each zone are grouped into Air Material Areas. Within each Air 
Materiel Area, there is a headquarters established at an Air Force depot. Each 
headquarters provides supply and maintenance technical assistance to all Air 
Force bases within its geographical area. There are eight Air Matériel Areas 
in the United States, three of which are in the Eastern zone, and five in the 
Western zone. Headquarters of each of these in the Eastern zone are located at 
Middletown, Pa.; Macon, Ga.; and Mobile, Ala. Headquarters of each of these 
in the Western zone are situated at Ogden, Utah; Oklahoma City, Okla.; San 
Bernardino, Calif.; Sacramento, Calif.; and San Antonio, Tex. At each of these 
locations there exists an area depot. In addition to the 8 depots located at the 
AMA Headquarters, there are 8 other depots in the ZI, 5 of which are in the 
Eastern zone and three in the Western zone. 

Each Air Force depot is known as a “Zonal” depot, having parallel supply 
and maintenance responsibilities for a specific property class, on a zonal basis. 
For exairrple, all B—29 engines and accessories are stocked at two depots in the 
United States, one in the Eastern zone, one in the Western zone. All maintenance 
overhaul for B—29 engines is scheduled for those designated depots. A zonal 
depot also may be. designated as either a “prime” or an “opposite” depot. to in- 
dicate single property class functions, which are in addition to a depot’s normal 
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operations. Such designation is designed to promote USAF policy of decentraliz- 
ing supply distribution and expediting from contract functions from Supply 
Division Headquarters, AMC, to zonal depots. A “prime” depot is the zonal 
depot which has been designated by Headquarters, AMC, to handle world-wide 
distribution of a specific Air Force property class; expedite deliveries from 
manufacturers, and assure that adequate supplies are on hand in zone. An “op- 
posite” depot is located physically in the zone which is opposite the prime depot. 
it has the same responsibilities as a zonal depot. However, it looks to the prime 
depot for the answers to quesitions pertaining to the maintenance of suflicient 
sticks within its zone and for furnishing matériel for priority requests which 
they cannot supply. 

A single property class is stocked in only two depots, one in each zone. Matériel 
is shipped directly from the manufacturer to the zonal depot in each zone; from 
these directly to the requiring activity. AF activities requisition directly on 
the depot in their zone responsible for the classification of matériel involved. 
Oversea requisitions received by the overseas shipment control depot (Newark, 
Mobile, and Sacramento) are extracted direct to the appropriate zonal depot in 
which they are located. Priority requisitions which cannot be filled by an “op- 
posite depot” are extracted to the “prime depot”. “Prime Depots” have the au- 
thority to request expedited or diversion actions when matériel is due in on AF 
contracts. All requests for matériel not available are back-ordered by the prime 
depot pending receipt of information from Headquarters, AMC. Levels are es- 
tablished by zonal depots which reflect when: 

(1) Action should be taken to initiate procurement. 
(2) Supply of the items should be limited to fill emergency requests, and 
requests originating from high precédence organizations. 

There are certain Air Force property classes which contain items of supply 
which are commonly used and have general application. These classes are called 
“Common Item Classes” and stock matériel and such as hardware, paints, dopes, 
metals, gases, petroleum products, chemicals, offiice supplies, etc. Usually, all 
AMA depots stock above types of material. In addition, a back-up stock is main- 
tained at desigated master depots. A master depot is a specialized activity 
located in the Eastern and Western zones in which is stored all quantities of com- 
mon item classes above the amounts authorized to be stored at other depots. 
Master depots may be either “prime” or “opposite” depending upon the distribution 
responsibilities given to them by Headquarters AMC. An “opposite” or “prime” 
master depot supplies stocks to each AMA depot. Air Force activities physically 
located within an AMA, requisition directly on their AMA depot except in in- 
stances where the master depot is physically located in the same AMA, In these 
instances AF activties located in the same geogrpahical area as the master depot 
submit their requisitions directly on the master depot. Priority requistions which 
cannot be filled at an AMA depot are extracted to the appropriate master depot 
in the zone in which the AMA depot. is physically located. If the master depot 
is the “opposite” master depot and the matériel is not available, the request is ex- 
tracted to the prime master depot. All requests for matériel not vailable at 
the Prime Master Depot are back-ordered pending receipt of information from 
Headquarters AMC. Levels are also established by the prime master depot which 
reflect when: 

(1) Action should be taken to iniitiate procurement. 
(2) Supply of the item should be limited to fill emergency requests and 
requests originating from high supply precedence organizations. 


1V. GLOBAL ASPECTS OF DISTRIBUTION SYSTEM 


Channels for overseas requisitions 

All oversea requisitions are submitted to shipment control activities in the 
Z/1, whose function is to monitor and control the requisition and shipment of 
matériel to the oversea requisitioning activity. A total of three (3) oversea ship- 
ment control activities perform these functions. They are: 

Vewark Transportation Control Deport—This shipment control activity re- 
ceives and controls requisitions submitted by all AF activities in England, Ger- 
inany, France, and independent oversea bases such as those located in Green- 
land, Iceland, Azores, Saudi Arabia, Greece, Turkey, and Bermuda. 

Sacramento Overseas Shipment Control Deport —This oversea shipment con- 
trol depot receives and controls requisitions submitted by activities within the Far 
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East Air Command (FEAC), bases located on Pacifie Islands, and activities 
within the Alaskan Air Command, including Alaskan Air Depot. 

Mobile Overseas Shipment Control Depot.—This oversea shipment control de- 
pot receives and controls requisitions submitted by activities in the Caribbean 
Command (Albrook Air Force Base, Canal Zone; San Juan, and Ramey AF Rase 
in Puerto Rico) and Africa (Libya and French Morocco). 

When the requisition is received at the Shipment Control Depot, extractions 
are effected to the appropriate zonal depots within the zone in which the Ship- 
ment Control Depot is located. For example, Newark and Mobile extract to the 
appropriate zonal depot in the Eastern zone, while Sacramento extracts to the 
appropriate zonal depot in the Western zone. 

The zonal depot receiving extraction makes shipment direct to the Aerial or 
Water Port of Embarkation, and notifies the Shipment Control Depot of action 
taken. 

Channels for oversea shipments 

Physical movement of matériel from the Zone of Interior to its oversea destina- 
tion is effected via the following methods of transportation: 

Water Shipment.—Water shipments of AF’ matériel are accomplished through 
three main control points which are: 

1. Newark TCD which routes shipments through New York Port of Em- 
barkation and through the ports at Newark, Norfolk, Savannah, and Boston 
to destinations in Europe, Middle East, Northeast Air Command activities, 
Bermuda, Iceland, and Greenland. 

2. Mobile OSCD which controls shipments through NOPE and shipments 
through other Gulf Coast ports to the Caribbean Command activities such 
as the Canal Zone and Puerto Rico, and to Africa. 

3. Sacramento OSCD which controls shipments through the San Fran- 
cisco POE and the ports of Seattle and Long Beach to destinations in 
Alaska, the Pacific Islands, and Japan. 

Air Shipments.—Air shipments of AF matériel are routed by the OSCD to the 
following aerial ports of embarkation. 

1. Westover Air Force Base for air shipments to destinations in Europe, 
Africa, Northeast Air Command activities, Bermuda, Azores, Iceland, and 
xreenland. ‘ 

2. Travis Air Force Base for aerial shipments to destinations in tlie 
Pacific Islands and Japan. 

3. McChord Air Force Base primarily for aerial shipments to Alaska and 
when required, for shipments to the Far East and Pacific Islands, 

4. Great Falls aerial Port of Embarkation for aerial shipments to Alaska. 

5. Brookley Air Force Base—Caribbean and South America. 
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Over the Road to Alaska.—Shipments to Alaska via truck are effected directly 
from the shipping depot, or through consolidation points located at Ogden, Utah; 
Great Falls, Montana; Sacramento, California; Seattle, Washington, or Dawson 
Creek, B. C. Control of Over the Road Shipments to Alaska by any routing 
is vested in the Sacramento Oversea Shipment Depot. 


Distribution cycle to FEAF 

Chart 5 represents the Supply Distribution cycle to FEAF that is constantly 
being examined with a view to reducing the cycle to an absolute minimum con- 
sistent with economical management techniques. 
Ordering time 

It should be noted that the ordering time has been reduced to 18 days, as 
follows: 


Days 

Pyne eS OT ee ee: Soe ef! fe err ED 5% 
pee EE SE ae a Seen ON, Se 5 
eee eS a re, a a een rR 3 

Paper-work time in Stock Control at zonal depots___-____----.------------ 4% 
fo SM ES cane Cee Rey enn: 2 SOON, 5 5 Se a ee 18 


Supplies in the pipeline 
The last 66%4 days of the cycle represent processing and shipping time; it 
indicates actual supplies committed to or moving in the pipeline. 


Days 

In Depot Warehouse and Transportation_____----------_--------------_. 2514 
Tr Unie ene I ON a a a eo Sac n nee chien 10 
PER RETR Sacte seer | 7 Rvelie ©) Sigler ee 5 Oy 5 
(1k Ge ree gi esd ee he lee 18 

At tiie Pore or prcpearee ton eg oe sgt ned 514 

Pn a a Se | eee ee ce in a 214 

cS AS, SE ee ee, Le La. 6614 


The actual physical movement cycle of 41 days is fixed until faster transporta- 
tion utilizing huge air carriers is developed. 

A reduction in Depot processing time would appear at first glance to offer a 
fertile field for some reduction in the present 30-day processing time. Continuous 
studies are being made in this area. In this connection, a problem at our Depots 
is that of holding shipments for consolidation to effect definite savings in Trans- 
portation Funds at the expense of a few days pipeline time. Another problem 
is weighing the cost of extra shifts in supply to process shipments more rapidly 
against the benefits derived from speedier processing. The intangibles in these 
two areas are many and complex. As the chart indicates, airlift promises the 
only positive means of effecting considerable reduction in the supply-distribution 
cycle. A long-range study is now under way to evaluate all elements of a plan 
to increase airlift within ZI and to oversea commands. 

The Far Kast Air Matériel Command has a stock-control level which is equal 
to 180 days of supply, as follows: 90 days of supply on hand, 90 days order- 
shipping time. 

A supply pipeline can be likened to a flow of liquid through a pipeline. This 
pipeline has length, diameter, and a friction factor, which, at times, limits the 
flow of matériel through the pipeline. The other factor is the pressure on the 
line which determines the quantity passing through the line. Transportation 
factors affect only the length and friction losses. Supply factors affect the 
diameter and pressure (quantity and urgency of movement). With length 
and friction factors constant, a reduction in diameter will reduce the quantity 
in the pipeline. 


Distribution cycle to USAFE 
Chart 6 represents the average Supply Distribution Cycle to USAFE. This 
cycle is constantly being examined to effect reductions in the cycle. 
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Ordering time 
It should be noted that the ordering time has been reduced to 2244 days as 
follows: 


Days 

To Newark___.----------------------------~------------------------- 10 
A I es ee on a eet en aahennscmene 5 
Cee eee Sec 1G CTL SUE a eS a Pee ne eee 3 
Paper-work time in Stock Control at Depots__--------~------------------ 4% 
ar a oe oe ne mee 221%, 


Supplies in the pipeline 
The last 5814 days of the cycle represent processing and shipping time; it 
indicates actual supplies committed to or moving in the pipeline. 





Days 

In Depot Warehouses and Transportation____...____-___.-------------- 2514 
Die fe OS Sy a oc Rt 2a es, Se ene ne een ee 10 
Tt: WO i ot Ro ote nade bane ee Beas Ste ee 5 
ee ee ee <2 ee 2! Se eee a a ae 14 
Pi ee OA a eh aie eee nen eee 2 2 
ere ee a 8 sete ce een ae aes cemey 2 
i i re alt a eee 5814 


The actual pipeline movement cycle of 33 days is fixed, until faster trans- 
portation is developed. 

The comments applicable to a reduction in OSCD and Depot processing time 
for FEAF are equally applicable to USAFE, as is the saving in time resulting 
from use of airlift to move supplies to overseas activities. 

USAFE has a stock control level which is equal to 180 days of supply as fol- 
lows: 90 days of supply on hand in theater, 90 days order-shipping time. 


V. CASE AND ITEM CONTROL 


Oversea requisitioning, shipping, and case and item control procedures provide 
information on items, quantites, and, location of matériel moving from the 
initiation of a request through the receipt of the property by the oversea 
activities. 

Requisitions from oversea activities are submitted by means and format so as to 
be placed into the mechanized property accounting system at depots without addi- 
tional converting operations. Oversea activities are authorized to submit AF 
requisitions through the medium of Teletypes (electrical transmission), Teletype 
listings in triplicate and tapes (via airmail), Electrical accounting machine 
tabulating cards supported by brown line listings, and AF Forms 104B-2, “Oversea 
Requisition” (a cut sheet form which can be manually prepared and airmailed to 
the ZI Oversea Shipment Control Depot. 

All oversea requests are directed to one of the three Oversea Shipment Control 
Depots. From these depots, oversea requisitions are extracted to the applicable 
zonal depot for supply action. The Oversea Shipment Control Depots establish a 
file for all items on requisitions by oversea activities in which supply status is 
kept current. Follow-up on requisitions by oversea activities is made direct to the 
Oversea Shipment Control Depot. In addition, automatic follow-up on delinquent 
Supply action is made by the Oversea Shipment Control Depot on the zonal depots. 

At the time supplies are shipped from the supplying depot to the port of em- 
barkation, Case and Item cards are forwarded to the Port Air Matérier Office. 
The case and item cards indicate the number, cubage and weight of each case 
for each item. 

The Port Air Matériel Office, from the case and item cards, prepares a tonnage 
forecast based on the property in transit to the port. A report is also prepared 
from these cards.and forwarded to the oversea activity informing them of 
property shipped from the depot. This permits oversea activities to plan storage 
and also eliminates follow-up action by the oversea command. 

Cargo control cards are maintained for property on hand at the port. Shipping 
information is added to these cards when the property is shipped. These cards 
provide information of property shipped and may be used to obtain a complete 
listing of items shipped should a vessel be lost en route to the oversea destination. 
When the property is loaded on a vessel, two reports are forwarded to the oversea 
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activity to facilitate receiving. One report covers items shipped and the other 
report covers cases Shipped. ‘The oversea activity utilizes the item shipped report 
in stock control. The case report is utilized at the port of debarkation to facili- 
tate diversion of property to the warehouses or direct to the using activity, 
thereby moving supplies without delay in processing through a receiving line. 

Control is obtained on all items requisitioned and shipped to the aversea 
activity. This control is vital in providing oversea activities with desired supply 
information and in controlling the actual shipment to the oversea activity. Diver- 
sion of urgently needed property to using activities direct from the port of 
debarkation may be accomplished readily. Also property designated for storage 
may go directly to the warehouse, placing the property in an available status 
for issue. 
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VI. ZONE OF INTERIOR DISTRIBUTION SYSTEM 





Base Supply Organization 

The organizational structure of base supply squadrons has been standardized 
for all AF bases, both ZI and Overseas. 

Control of all supplies at base level, both Air Force and Army Purchased, ex- 
cept Medical and Clothing, is vested in one officer, the Base Supply Officer. This 
officer reports directly to the Base Commander and is a member of his special 
staff. 
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The Squadron Commander exercises control over the “Services” elements of 
supply, i. e., Clothing Sales Store, Commissary Sales Store, Laundry, Dry Clean- 
ing and Shoe Repair, Memorial Services, and Salvage and Disposal. 

Functional codes for each operating section of consolidated base supply have 
been established for personnel and workload management and reporting. 


Channels for ZI Requisitions 


Nonregulated items.—Replenishment requisitions for Air Force property are 
submitted by base activities direct to the appropriate Air Force zonal depot 
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unless otherwise prescribed by Hq., AMC. Upon receipt of a requisition, the 
zonal depot effects supply by: 
1. Issuing matériel from stock, if available, direct to the requisitioning 
activity. 
2. Directing shipment, if necessary, from any stocks available at Air 
Force bases under the depot’s jurisdiction. 
3. Back-ordering items when they are unavailable, but will be available 
from existing contracts or purchase orders within 90 days. 
Regulated Items.—Requisitions for regulated items are submitted by base 
activities direct to the regulating activity. Items whose issue is controlled 
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by Hq., AMC or Hq., USAF, are identified as “Hq-regulated” in the Air Force 
Supply Catalog. Items whose issue is controlled by the zonal or master depot 
are identified as ‘“SD-regulated” in the Air Force Supply Catalog. Items whose 
issue is controlled by the prime depot are identified as “PD-regulated” in the 
Air Force Supply Catalog. 

The regulating activity, upon receipt of a requisition for regulated items, will, 
after approval of the issue, forward the requisition direct to the activity from 
which shipment is to be made. The shipping activity will effect shipment direct 
to the using activity. 

Items in excess of authorized allowances.—Requisitions for items in excess of 
authorized allowances are submitted through command channels to Head- 
quarters, United States Air Force through the Commanding General, Air Maté- 
riel Command. Upon approval by Hq., USAF, requisitions are returned to 
AMC, who forwards them to the zonal depot for supply action. The zonal depot 
effects shipment direct to the requisitioning activity. 








VII. STOCK OONTROL 


A manufacturer. refers to stock control as the “know how” in getting his 
products into the consumer’s hands. Likewise, stock control is referred to as 
the “know how” of the Air Force Supply System. Specifically, stock control is 
the management and control required to insure that supplies are adequate, and 
are stocked geographically to meet Air Force requirements most economically. 
Adherence to stock control policies and the proper execution of stock control pro- 
cedures by all concerned will prevent overstocking, and make supplies available 
when and where they are needed. 

The factors considered in establishing Stock Control Levels and Reorder 
Points are as follows: 

Stockage Objective—the total quantity of supplies needed to meet issue 
demands of an installation and all activities it supplies for a predetermined 
period of time. The stockage objective at all bases, unless specifically other- 
wise authorized, is 45 days for both Air Force and Army purchased items. 
The stockage objective at all master depots, unless specifically otherwise 
authorized, is 90 days. The stockage objective at all zonal depots, unless 
specifically otherwise authorized is 165 days. 

Pipeline time—the number of days which elapse between the time stock is 
requisitioned and received. The pipeline time at all bases and between ZI 
depots ranges from 30 to 45 days, depending on the proximity of the activity 
to the Supplying Depot. The pipeline time established between ZI and 
overseas depots is 90 days. 

Requisitioning cycle—the number of days which elapse between submis- 
sion of consecutive routine stock replenishment requisitions for a particular 
property class. Unless otherwise directed, the requisitioning cycle is 30 
days. 

Issues—issues are expenditures of stock for use (consumption). Issues 
are accumulated over a 180-day period in computing stock control levels. 

Stock control level—is the stockage objective plus the quantity of supplies 
required for issue during the “pipeline time”. 

Reorder point—is that assets balance point below the stock control level at 
which a stock replenishment requisition should be submitted in order to 
maintain the stockage objective. 

Formulas used in establishing “stock control levels” and “reorder points” are 
as follows: 

Stock Control Levels: Issues accumulated over a given number of days xX 
Stockage objective in days + pipeline time in days (number of days during which 
issues were accumulated) = Stock Control Level in Units. 

Reorder Points: Stock control level — Requisitioning cycle in days (Stockage 
objective in days + Pipeline time in days) x Stock Control Level = Reorder 
point in units. 

More important than applying the arithmetical formula to obtain a stock con- 
trol level figure is adjustment of this figure based on the following: 

(1) Back-orders of a recurring nature accumulated during the period for 
which the issues were computed. 

(2) Items not supplied because substitutes were used. 

(8) Seasonal requirements. 

(4) Anticipated program requirements. 
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The following levels in addition to the Stock Control Level are established 
by zonal and master depots: 

Warning point level is the assets balance point at which action must be taken 
to replenish the stock. Unless otherwise directed, the warning point level is 
120 days plus the procurement lead time. If procurement lead time is not known, 
it will be estimated at 240 days. The formula used in establishing the warning 
point is as follows: 

Issues throughout the zone accumulated over a given number of days X Warn- 
ing point level in days (number of days during which issues were accumulated) 
= warning point level. 

Minimum reserve level is the assets balance point at which no requests are 
supplied except those intended for emergencies or high precedence organiza- 
tions. This level currently represents a 60 day AF requirement. 

When a warning point level is reached at a depot (taking into consideration 
due-ins, due-outs, receipts of reparables from maintenance, etc.) action will be 
taken, if necessary, to circularize all activities in the zone to determine the stock 
control level, previous 180 days issues, serviceable and reparable balances in 
warehouses, and reparable items on work-order in maintenance. This is ac- 
complished by using an electrical accounting machine card entitled “Item Survey 
Card.” 

At the time the warning point level is reached, the depot also forwards an 
“Alert Card” to the appropriate opposite or prime zonal, or opposite or prime 
master depot. These depots are thus placed on notice that the item balances in 
their zone should be reviewed. 

From data on the Item Survey Cards, and from Depot balance cards, informa- 
tion for a “Warning Point Level Notice’ is obtained. This notice contains the 
recommendation of the zonal or master depot, and the action taken by the oppo- 
site zonal or master depot. It is forwarded to AMC where supply action is 
taken and procurement status recorded on the notice and the notice returned 
to the prime depot. 

After the zonal or master depots’ assets have been reduced to the warning 
point level, normal supply action will continue until supplies are reduced to 
the minimum reserve level, at which point all issues are suspended except for 
issues to units having certain precedence ratings. 

When the minimum reserve level is reached, a Minimum Reserve Level Notice 
is prepared and forwarded to AMC through the opposite or prime depot for 
appropriate action by that Headquarters. 


VIII. STOCK BALANCE AND CONSUMPTION REPORTING 
Stock Balance and Consumption Reports are used by Headquarters, AMC, as 
a basis for computing world-wide USAF requirements. The reports cover all 
USAF technical supplies and equipment and other matériel which is assigned to 
USAF for storage and issue. 


AF STOCKAGE OBJECTIVES FOR PECULIAR ITEMS 


45 DAYS 120 DAYS 





BASES 


ZONAL DEPOTS f 





FEDERAL SUPPLY MANAGEMENT 283 


AF STOCKAGE OBJECTIVES for COMMON ITEMS 
45 DAYS _45 DAYS 75 DAYS 





BASES 





AMA DEPOTS 





ZONAL DEPOTS 


~:~ 


STOCK OW HAND 
AT ACTIVITIES SERVED 


A world-wide quarterly report of stock balances and consumption is made 
through channels to AMC by all USAF installations, and a monthly stock bal- 
ance report is made by all depots. The 30-day report was initiated after the 
outbreak of the Korean war to assure adequate data on USAF supplies under 
emergency conditions. It replaced a 45-day stock status report previously 
submitted by Depots. 

Each USAF activity submits its stock balance and consumption information to 
the AMA depot where it is consolidated for the area or zone and transmitted to 
the designated prime zonal, or prime master depot having responsibility for 
preparation of consolidated stock balance and consumption reports for that spe- 
cific class of property. Copies are then distributed to the zonal depots and to 
Headquarters, AMC. 

World-wide Stock balance and consumption reporting was mechanized during 
World War IJ. The installation of modern, high-speed accounting machines to 
accomplish stock record accounting at Depots was accomplished in 1949. Mecha- 
nization of stock records did not change the USAF concept of accounting, rather, 
it replaced the pencil with a more modern tool for keeping accounting records. 
Stock balance reports are one of several by-products of the mechanized stock 
control system, and are used by the Air Force for requirements determination 
and to get hundreds of thousands of items to any place in the world—efficiently, 
economically, and on time. 

World-wide stock balance and consumption data is obtained from each base and 
depot on a cyclic basis by property class once every 90 days. This report con- 
tains the following data for each item reported : 

Location Code 

Unit of Issue 
Reparable Receipts 
Issues 

Stock Control Level 
Serviceable Balance 
Memorandum Receipt Balance 
Reparable Balance 
On Work-order 
Due-In 

Due-Out 

For the present, data required from base level will continue to be furnished 
through the medium of the change listing method. This involves listing the 
previous cycle stock balance cards by the depot and submitting the listing to the 
applicable base which makes changes to the listing to make it current and return- 
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ing the corrected listing to the depot for adjustment of stock balance cards, 
Depot balances are produced as a byproduct of the mechanized stock record 
procedures, 
The depot report includes: 
Balances in Depot Service Stock 
Balances in Base Support Classes 
Balances in Holding Account 
Balances in 10 separate asset accounts 
Once every 30 days, a stock availability report of ZI depot assets is prepared 
as a byproduct of the mechanized stock record procedure. This report is used 
primarily for redistribution of stock by zonal depots and for inclusion in a 
“Stuffer Card Jacket” for each item, which is maintained at Hq., AMC. This 
jacket in addition to being a container for records of each item will serve as a 
history card for recording such permanent data as the stock number, nomen- 
clature, substitution and interchangeabiilty information, procurement record, 
packaging data, ete. Within the individual jacket will be filed a Requirement 
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and Procurement Data card which is established and maintained manually by 
Supply Division personnel. This card will contain various requirements data 
which will be used in SCOOP computations and will serve as a record of action 
taken as a result of minimum reserve and warning point level notices submitted 
by the depots. In addition, the jacket will contain stock balance and consump- 
tion reports prepared on “stuffer cards.” It is also planned that Procurement 
Status Reports will be prepared in the form of ‘‘stuffer cards” beginning approxi- 
mately 1 January 1952 and filed in the jacket. This system will result in the 
maintenance of a uniform record system within all operating sections of Head- 
quarters, AMC, and will accomplish the accumulation under a single cover of 
all data necessary to properly execute the responsibilities of Hq., AMC, in rela- 
tion to computation of requirements, procurement and stock control, and the 
over-all logistical support of the USAF. 


APPENDIX A. ELEMENTS IN DETERMINATION OF REQUIREMENTS 


I. Future Program: 
Conversion and Equipping Program 
Allocation of Aireraft 
Projected USAF Flying Hour Program 
The Troop Program 
The Installations Program 
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. Matériel Experience Factors: 
Rate of Consumption 
Replacement Factors. 

New Rate of Reparable Returns 
Wearout Rate 
Time Between Overhauls 
Attrition Rates 
. Total Inventory: 
In Stores 
In Use 
In Transit 

’. Pipeline Factors: 

AMC Processing Time 
Manufacturer’s Lead Time 
Pipeline Time 

Authorized Stock Levels 


APPENDIX B. MANAGEMENT PROGRAMS 


. Dr. Mace: (Harvard University) “Study of the Computation of Require- 
ments Within the Air Force.” (Jan. thru Mar. 51.) 

2. Robert Heller and Associates: “Organization and Management of Supply 
and Maintenance.” (1950.) 

3. “Mathematical Study of the Logistic System of the Air Force.” (1950.) 

. Dr. Learned: (Harvard University) “Study on Methods of Computing Re- 
quirements for Engines.” (Current.) 

. Dr. Bliss: “How Air Transportation Can be Used to Effect Changes in our 
Logistic Operations, Especially in the Field of Distribution.” (Current.) 

. Sutherland Co.: “Managerial Control and Procedures of Requirements Com- 
putations and Budgeting.” (Current.) 

. Mr. Zuckert: “Policy on Supply of Common Items.” This was the culmina- 
tion of detailed studies in this field over several years. 

s. Clothing: Continuing detailed studies are being made on the assumption of 
distribution of clothing and on the operation of Monetary funds connected 
therewith. 

9. Integration of Common Items of Supply. (Current.) 

Revitalized Base and Depot Supply (Current): During the past several 
months a concerted effort has been made to revitalize base and depot 
supply, at both management and operational levels. Major improvements 
were accomplished in the following areas: 

a. Management Improvement Areas: 
1. Organization of Consolidated Base Supply. 
2. Base Supply Personnel Reporting. 
8. Base Supply Activity Reporting. 
4. Career Field for Supply Officers. 
5. Space Utilization. 
b. Operations—Base Supply Level: 
1. Voucher Control System. 
2. Requisition Control. 
8. Cardatype Requisitioning. 
4. Plant Account. 
5. Forms Simplification. 
6. Mobile Delivery Systems. 
ec. Operations—Depot Level. 
1. Project WISE. 
2. Microfilming. 
3. Space Utilization. 

1. To determine the extent to which current air freight capacity can be eco- 
nomically utilized in Air Force supply distribution. (Current.) 

12. Integrated Accounting System. (Cost, budget, fiscal and property account- 
ing) (Current). 

3. Review of the Air Force Mechanized Property Accounting System. (Current.) 

. Air Force all electronic accounting system development. (Current.) 
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(Overseas Survey) 


MONDAY, OCTOBER 22, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL 
RELATIONS OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DEPARTMENTS, 
Juneau, Alaska. 

The subcommittee met. Monday, October 22, 1951, at Federal District 
Courthouse, Juneau, Alaska, Hon. Bill Lantaff, acting chairman of 
the subcommittee, presiding. 

Members of Congress present: Bill Lantaff, acting chairman; Cecil 
M. Harden, and Charles B. Brownson. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; and Ray Ward, Bureau of the 
Budget. 

Juneau, Alaska, Government representatives present: Edgar Hales, 
management officer, Geological Survey: Marvin V. Ripke, adminis- 
trative officer, Bureau of Indian Affairs, Alaska Native Service; 
Charles G. Burdick, Assistant Regional Forester, United States Forest 
Service; Vance M. Blackwell, office engineer, Bureau of Public Works; 
Ben Furness, administrative officer, Fish and Wildlife Service; and 
Robert Haag, supply and property officer, Alaskan Road Commission. 

Mr. Kennepy. Mr. Lantaff, the record should show that the sub- 
committee separated into two units this morning: one group, with Mr. 
Bonner presiding, is examining certain Coast Guard activities in a 
hearing at another location in this building; this group, under’ your 
direction is interested in problems of supply management. In this 
instance, our supply interest concerns General Service Administration 
relationships with Federal agencies which it serves in the Alaskan 
area. 

Mr. Lantarr. The hearing this morning will come to order. The 
Expenditures Committee of the House of Representatives, of which 
this is a subcommittee, has been actively working in the field of 
supply management for the past several years. You will appreciate 
our concern in this area since 20 to 50 percent of available appro- 
priations are annually expended for supplies and equipment. This, 
of course, means billions of dollars. I think we all know that econ- 
omies can be made in these expenditures. Frankly, economies must 
be made. The cooperation of everyone is solicited in attaining this 
objective. You are all aware of this situation and also of the national 
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debt, which may reach the $300 billion level. You also know that 
we are in an emergency hour which will call forth appropriations 
and expenditures of 60, 70, and 80 billions of dollars in the years to 
come. 

On July 1, 1949, the President signed Public Law 152, which 
set up the General Services Administration. As all of you know, 
it was the intent of Congress in adopting this law to provide the 
Government with an efficient supply system. We realize that the 
agencies operating in Alaska have unusual supply problems due 
to the distance from continental United States, the limited loca] 
supplies, and other factors. We are aware also that the Federal 
Supply Service of General Services Administration has been supply- 
ing services of various kinds to the Alaskan agencies. Since the 
Expenditures Committee sponsored Public Law 152, it has the re- 
sponsibility of following up to see what the experience to date has 
been, and whether some changes or added emphasis may be required 
at this time. I will ask the representatives of the various govern- 
mental agencies here this morning to come up in order, and if you 
will take a chair here in front of the microphone and identify your- 
self, together with the name of your agency, why we can then proceed. 


STATEMENT OF EDGAR HALES, MANAGEMENT OFFICER, GEO- 
LOGICAL SURVEY, DEPARTMENT OF THE INTERIOR 


Mr. Hares. I am Edgar Hales, Management Officer with the 
Geological Survey. 

Mr. Lantarr. What are the general problems of your agency in 
connection with supply ? 

Mr. Hates. Our greatest problem in the Territory of Alaska with 
regard to procurement of both supplies and equipment is in getting 
delivery in the Territory in time to activate our summer field season. 
You may or may not be familiar with the fact that the Geological 
survey operates for the most part during the summer months in 
Alaska. That being the case, it is well known that the seasous are 
very short, and we have to start our procurement program along 
in November or December in order to have our supplies and equip- 
ment in the Territory by the end of the next May or the first of the 
coming June. We have found great difficulty in getting delivery 
by these deadline dates, not only for equipment but for food sup- 
plies—subsistence supplies. We operate with a great number of field 
parties in the Territory who go out during this summer season, Now 
if these supplies are not on hand by the deadline date, it means a great 
expenditure so far as dead time is concerned for employees waiting 
for supplies and equipment to get into the Territory. That, up to 
this date, has been our biggest problem. 

Mr. Lantarr. What delays have you experienced in delivery from 
GSA in Seattle? 


PIECE-MEAL DELIVERY OF GROLOGICAL SURVEY SUPPLIES 


Mr. Haus. The biggest problem that we have had along that line 
has been due to the fact, I believe, that when we submit requisitions 
or purchase orders to the Federal Supply Service in Seattle, let’s say, 
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for instance, a bill of food supplies, GSA sublets these orders 
to various suppliers throughout the northwestern part of the United 
States, particularly. These suppliers, then—some of them fill the 
order pretty promptly—some of them don’t—and our supplies then 
come in helter-skelter, or bit by bit. We have to accumulate this 
as it comes in and try to get all of our supplies consolidated here in 
Juneau in order for our field men to take off. That has been one of 
our biggest problems. 

Mr. Lantarr. In other words, the General Services in many cases 
does not consolidate your requisitions for supplies and send them to 
you in the next shipment? 

Mr. Hates. That is right. 

Mr. Lantarr. Do you have warehousing facilities here in Juneau ? 

Mr. Hates. Oh, yes; yes, we do have. 

Mr. Lanrarr. And do you have to redistribute throughout the 
Territory ? 

Mr. Hates. That is right. 

Mr. Lanrarr. How many distribution points do you have? 

Mr. Hates. Three chief points—we have one at Juneau; then we 
have another at Anchorage and Palmer, and our next point then is 
Fairbanks. They are our three main distribution points. 

Mr. Lanrarr. Then all of your supplies and equipment, as well as 
foodstuffs, are procured through the Federal Supply Service. 

Mr. Hates. Yes, for the most part. Now in procuring this stuff 
and in ordering it from Federal Supply, very frequently we order 
delivery to these various points in Alaska in order to eliminate back 
shipment from Juneau, and that has been another source of a great 
deal of concern for everyone in the Survey the fact that our field 
men come—a lot of them don’t come to Juneau but they come to these 
other outlying points in order to take off for their field activities. 
When they come and are ready to go, in cases where we find that their 
supplies and equipment are not there for them to pick up and go on 
to the field, you can well imagine the lost time that we have. 

Mr. Lanrarr. Is there a Federal warehouse here in Juneau, or does 
your agency have its own 


AGENCIES IN ALASKA HAVE OWN STORAGE FACILITIES 


Mr. Hates. There is no Federal warehouse that I know of. For the 
most part the various agencies have their own storage facilities, I 
know we do. 

Mr. Lantarr. How much rent do you pay for that ? 

Mr. Hates. We don’t have to pay any rent. We have some buildings 
we got from the Army on a use-permit basis. 

Mr. Lantarr. You have ample facilities there ? 

Mr. Hates. Yes, we do. 

Mr. Lantarr. Sufficient for your own use or for others too ? 

Mr. Hates. Well, we have plenty for our own use and have sublet 
a great deal of space to various other agencies for storage purposes. 

Mr. Lanrarr. How do the prices of the equipment and supplies 
which you secured through Federal Supply Service compare with 
prices paid prior to this organizational set-up ? 
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LITTLE PRICE ADVANTAGE FROM FEDERAL SUPPLY SERVICE 


Mr. Hates. I can’t see a great deal of difference. Now things that 
we buy, particularly subsistence supplies through the Federal Supply 
Service, we pay pretty much the going rate. Now we don’t get any 
jobber’s price. We may get some discount or Federal Supply may 
get some discount for these purchases but we don’t realize any great 
saving from it. It will practically pay the General Services Admin- 
istration a flat surcharge rate of 6 percent for handling this procure- 
ment. 

Mr. Lanrarr. In other words they purchase at the going price and 
then charge you a 6 percent surcharge. 

Mr. Hates. That’s right. 

Mr. Lantarr. Do you have any boat that you maintain? 

Mr. Hates. Yes, we do. We have some 20 boats—they range from 
84-86 feet down to the regular little rowboat kind—the skiff kind. 

Mr. Lantarr. Where do'you have maintenance performed on those? 

Mr. Hates. We do that here at Juneau. 

Mr. Lantarr. You contract that out? 

Mr. Hates. Yes, we contract out—now one of our larger boats is 
wintered at Seattle every year, and that will be contracted out in 
Seattle. 

Mr. Lanvarr. How do the maintenance prices compare here with 
Seattle? 

Mr. Hates. Very similar. Not a great deal of difference at all. 

Mr. Lantarr. Mr. Brownson? 

Mr. Brownson. Before you had this General Services set-up did 
you procure all of your materials individually as an agency ? 


Mr. Hates. Now, that I don’t know because this set-up had been 
established prior to my coming with the Geological Survey. 
Mr. Brownson. Do you procure much of your supply locally ? 


LOCAL PROCUREMENT OF GEOLOGICAL SURVEY IN ALASKA 


Mr. Hates. I would say possibly in subsistence supplies about one- 
fourth. 

Mr. Brownson. About one-fourth of your subsistence supplies? 

Mr. Hates. And that includes for the most part perishables. 

Mr. Brownson. In buying those perishables, do you buy those direct 
locally—they don’t come from the GSA set-up ? 

Mr. Hates. That is right. 

Mr. Brownson. And the balance of your subsistence supplies come 
through GSA ? 

Mr. Hates. Yes. The greater bulk of them do. 

Mr. Brownson. Does GSA procure things locally for you at all, or 
is everything that you procure locally procured by your own agency ’ 

Mr. Hates. Yes; they do not procure anything for us locally. 

Mr. Brownson. They do not procure anything for you locally. All 
local procurements you take care.of yourselves. 

Mr. Hates. Yes; we take care of them ourselves. 

Mr. Brownson. That is all that I have, Mr. Chairman. 

Mr. Lanvarr. Mrs. Harden ? 

Mrs. Harpen. What is the extent of emergency purchasing done 
locally ¢ ; 
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Mr. Hates. Well, that would be mostly for breakdown replace- 
ments and for perishable subsistence supplies—if you can call that 
emergency. Near one-fourth, I would say. 

Mr. Warp. May I ask a couple of questions? 

Mr. LanraFr. Mr. Ray Ward, Bureau of Budget. 

Mr. Warp. How much do you expend for supplies and equipment 
that you use in the Territory / 

Mr. Hautes. I would say somewhere in the neighborhood of $20,000 
to $25,000. 

Mr. Warp. And when you give GSA a realistic deadline to meet— 
they are not able to meet it ordinarily ? 


DELAY IN FEDERAL SUPPLY SERVICE DELIVERIES 


Mr. Hare. What happens is that they sublet these purchase orders, 
you see, and sometimes we are advised of a late delivery date and 
sometimes we are not advised. I think that is probably due to maybe 
a little lost motion on the Seattle end. 

Mr. Warp. Do you give him a definite realistic date? 

Mr. Hates. Yes, always; and a delivery point. 

Mr. Warp. Do you authorize them to get it there in Seattle on an 
emergency basis if some of these subcontracts 

Mr. Haugs. Yes; that’s right. 

Mr. Warp. That is all. 

Mr. Lantarr. Would you give the subcommittee a specific example 
of this delay that you are talking about which has held up 

Mr. Hatxzs. Yes; I can give you one example. It doesn’t amount 
to a great deal except for the delay angle. And that has to do with 
some storage batteries that were ordered for some of our field parties 
operating out of Seward, Alaska. We had ordered these storage 
batteries and tires and tools delivered in Seward by a certain date. 

Mr. Lanrarr. What was that date? 

Mr. Haute. June 1, I believe. Those were ordered in December. 
Now the men came to Seward to take off for their field activities and 
the tires were not there, the tools were not there, and neither were 
the storage batteries. Now what they had to do then was to go to 
Anchorage to get this equipment and they bought it on the open 
market in Anchorage; and, in the meantime, we started trying to trace 
this equipment. We found it just as the field season was closing; for 
the most — it was improperly labeled. Some had gone to a garage 
in Seward, some had gone to this place and some we never have found 
yet. 

Mr. Lanrarr. That, of course, has all been reported to the Federal 
Supply Service ? 

Mr. Hawes. Oh, yes. 

Mr. Lantrarr. Now, was that missent by the manufacturers? 

Mr. Hates. That I don’t know. I haven’t been able to find out yet. 

Mr. Warp. Who took receipt of it at Seward ¢ 

Mr. Hares. I will have to check my records. 

Mr. Warp. Was it shipped to the designated consignee ? 

Mr. Harxs. Well, it was billed to a service garage. Since the Geo- 
logical Survey had no offices here, they ordered it billed to this garage. 
Well, when they went to pick up the equipment, it wasn’t there but 
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some of it—some of the batteries came later on—some haven't come 
vet. 

Mr. Lanrarr. And you directed it to be sent to that service garage ! 

Mr. Hates. Yes. 

Mr. Lanrarr. All right. Thank you very much, Mr. Hales. 

The Indian Service? Will you come forward ? 

Will you please state your name—the spelling of your last name— 
and give us your title and agency, please? 


STATEMENT OF MARVIN V. RIPKE, ADMINISTRATIVE OFFICER, 
BUREAU OF INDIAN AFFAIRS, ALASKA NATIVE SERVICE, 
DEPARTMENT OF THE INTERIOR 


Mr. Rieke. I am Marvin V. Ripke, administrative officer of the 
Bureau of Indian Affairs, Alaska Native Service. 

Mr. Lanrarr. Mr. Ripke, what are the general problems that the 
Indian Service has here in connection with supply management? We 
know that there are some 130 separate places to be served and they are 
scattered all over the Territory, so I imagine that you have numerous 
problems in that connection. 


POSSIBLE NEED FOR GSA SUBDEPOT IN ALASKA 


Mr. Ripxe. There are unique problems due to that factor; and ours 
is primarily one of timing and scheduling of shipments for the open 
navigation season, which is only a few months during the summer: 
and to get everything purchased for all of these stations so that they 
can get their entire year’s supply in there while the boats are running. 
Now about 50 or 60 of our stations are not reached by commercial 
vessels at all so we operate our own supply vessel which handles the 
bulk of our transportation of supplies. It is necessary for us to get 
all of our stations to submit an annual requisition which is in the 
process of being worked up now and those are being screened in our 
Juneau office and forwarded on to the General Services in Seattle. 
They then consolidate all those requisitions through an IBM process. 
Along about March they start procurement for stuff that will be 
shipped from the Ist of July on. And there are deadlines to get that 
stuff bought and delivered into the warehouse in Seattle in time to 
meet the boat schedules—that is their big problem down there in 
Seattle. To get delivery of that stuff so that it gets there in time to 
get on the boats. They warehouse all of that stuff there and as it 
‘comes in—these consolidated shipments, they unconsolidate it or 
segregate it into our various stations. And they have a station pile 
for every station that we have. And some of the stuff is repacked— 
we find small items like pencils and stationery and stuff—that is prob- 
ably broken) down and they have repack boxes so that they can put 
it in bigger containers when it finally goes down to the boats. After 
it .s shipped on the boats the bjg problem is lifting it from the ships 
to the shore. In some cases it is ‘anal by a river boat to its final desti- 


nation. Some of our shipments may be handled by three or four 
different carriers before they reach the final destination. They may 
go by way of railway, river boat, and so forth, until it finally gets 
where it should be. And the essentials are timing and purchasing 
of those supplies and scheduling. If we don’t get them in there, it 





FEDERAL SUPPLY MANAGEMENT 293 


means that we probably have to ship the stuff in by air which is ex- 
tremely costly. 

Mr. LantaFr. Is the Federal Supply Service meeting your service 
requirements ? 


FEDERAL SUPPLY IMPROVES SERVICE TO INTERIOR OFFICE 


Mr. Rieke. I would say exceptionally well in the last 2 years. They 
had a little difficulty in the first year of operation—the personnel were 
not entirely familiar with all the problems and some of our stations 
did not get all their supplies because they did not get them in in time; 
and that first year there was some big stuff that came in after the 
boats had all gone. They immediately saw what they were up against 
and the last couple of years, well, I would say we have had approxi- 
mately 99 percent clearance of that stuff. 

Mr. Lantarr. Does the GSA ship directly to the various stations or 
do they ship in bulk here and then you break it down and reship it? 

Mr. Rieke. No, it all comes in through a warehouse there in Seattle; 
and that is where it is redistributed and broken down when it comes 
in, put in the station piles, and repacked to go out on either our own 
boat or one of the merchant vessels. And so there is no warehousing 
done here at all. 

Mr. Lantrarr. How much do you buy annually ? 

Mr. Rieke. Well, this last year we bought about $2,500,000 in equip- 
ment and supplies but I would say our average is about $1,500,000. 
We had some large purchases last year due to the construction and 
equipping of a new hospital. 

Mr. Lantarr. How many boats did you say you operated ? 

Mr. Rieke. We operate one supply vessel and another training 
vessel, that’s not a supply vessel. 

Mr. Lantarr. And how are they maintained ? 

Mr. Rieke. Well, they are operated out of appropriations we re- 
ceive, 

Mr. Lanrarr. Do you have maintenance done locally? In the Terri- 
tory? 

Mr. Rieke. No; this boat—the North Star, is a 5,000-ton cargo 
vessel, and that is docked in Seattle and the annual maintenance 
overhaul is done there in Seattle. 

Mr. Lanrarr. Mr. Brownson ? 

Mr. Brownson. Do you feel that it would be advantageous to do 
more warehousing in Alaska instead of using Seattle as your break- 
down point? 

Mr. Rieke. No, offhand I couldn’t see how we could handle it in 
Alaska. 

Mr. Brownson. How about local procurement? How much do you 
procure locally ? 

Mr. Rieke. I would say that it wouldn’t be over 1 or 2 percent of 
our purchasing. 


ALASKA NATIVE SERVICE HAS OWN DISTRIBUTION SYSTEM 
Mr. Brownson. In other words, you use your own supply distribu- 


tion system entirely, starting in Seattle and working down through, 
rather than using any of the normal commercial distributions? 
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Mr. Riexe. That is true. 

Mr. Brownson. What would be your opinion as to the saving of 
money involved by using this method ? 

Mr. Rieke. The present method we are using ! 

Mr. Brownson. Yes. 

Mr. Rieke. Well, that would be hard for me to say. ‘To use com- 
mercial channels would cost a considerable amount more. I don’t 
believe the thing is capable or practical to start with for a set-up the 
scope of ours. 

Mr. Brownson. You feel, then, that there is considerable saving 
operating under the present system. 

Mr. Rieke. Yes, definitely. 

Mr. Brownson. Over local procurement of merchandise that was 
brought up here through normal commercial channels and made avail- 
able la 

Mr. Rieke. Yes. Prior to GSA, there was a special purchasing 
agency for our set-up known as the Alaska Purchasing Office, and, 
of course, it primarily represented the Alaskan Indian Service, Alaska 
Railway, and the Alaska Road Commission. They were the three 
main users of that supply service. We did have a purchasing set-up 
before the General Services took it over and that was abolished and 
they took the personnel—simply transferred it to their organization. 

Mr. Brownson. Was that purchasing set-up here or in Seattle? 

Mr. Rieke. In Seattle. 

Mr. Brownson. Thank you. That is all I have. 

Mr. Lanrarr. Mrs. Harden. 

Mrs. Harpen. How many stations do you have? 

Mr. Rieke. Well, they have 96 stations and 6 hospitals, and a few 
administrative stations, roughly, probably, I imagine, 15. 

Mrs. Harper. You mean it totals 117. 

Mr. Rieke. Yes. 

Mrs. Harpven. That is all. 

Mr. Lantarr. Any more questions? 

Mr. Warp. How many items are there in your supply system / 

Mr. Rieke. As well as I remember their annual report shows about 
40,000 to 50,000. 

Mr. Warp. And how is that catalog working that was developed 
by your service ¢ 

Mr. Rieke. It has been working very well, as near as I know. 

Mr. Warp. It is absolutely necessary. 

Mr. Ripke. Yes. 

Mr. Warp. That is all. 

Mr. Kennepy. What is the total personnel in the Alaska Indian 
Service ? 

Mr. Rrexe. About 1,200 employees. 

Mr. Kennepy. From your experience in the past 2 years, what would 

ou say is the cycle period from requisition to delivery here at present ! 
uring the open season when you can get your supplies. 

Mr. Rieke. Oh, I would say about 3 months. 

Mr. Kennepy. And previous to that, during the period when you 
experienced difficulty, you did without the supplies during the full 
season which is about 4 months? 

Mr. Rieke. Yes. We did without for some; and the others that we 
had to have, we had to ship them in by air. 
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PREPARATION OF REQUISITIONS IN ALASKA NATIVE SERVICE 


Mr. Kennepy. What plan do you have for phasing your requisi- 
tions? Do you order quite a bit ahead? What requisitioning cycle do 
you have? Are you ordering now, for instance, for next year so that 
they can be determining their requirements in Seattle? 

Mr. Riexe. That is right. Our requisitions are now being prepared 
at the schools and the hospitals, and they ought to be in here by No- 
vember 1. We do the screening here administratively to see that 
they haven’t asked for excessive items or things that we don’t feel 
they should be buying for a school or things of that kind; and we 
also check the item numbers for accuracy; and we are geared to 
get all of our requisitions to Seattle by January 1. After they are 
received there they give them another screening to see what they 
haven’t got and then their stock supplies that can be furnished without 
further procurement. What’s left, then they send it through IBM 
to eaten the remaining items for procurement accuracy. As 
I understand they are getting out the list along about the middle 
of March. The stuff will be bought and put into the warehouse 
and inspected, and so forth, for shipments starting along about the 
ist of June. 

Mr. Kennepy. Do you recall any class of items particularly lacking 
in definite specifications so as to preclude easy ordering? 

Mr. Rieke. Well, one of the things that causes quite a lot of work 
is purchasing through GSA, they have a commodity set-up and every 
time we have worked up a requisition, well, we have to go through 
a catalog. They have five different purchasing sections, that is what 
it amounts to, who handle different types of goods; and we have to 
take our requisition and break it down, and we may have to make 
five of them when you normally could put everything on one requisi- 
tion. That is to facilitate their handling down there but it does in- 
crease the work here. 

Mr. Kennepy. Thank you, Mr. Ripke. 

Mr. Brownson. Don’t they handle it down there by machine record 
punch card system ? 

Mr. Riexe. We do that on our annual purchasing because then 
that is broken into classes. 

Mr. Brownson. I am just wondering if they are using IBM down 
there in Seattle, if there is any reason why they couldn’t go ahead 
and cut their IBM cards and do that breakdown by machine and save 
you that extra labor here. 

Mr. Lantarr. Do you know about that, Ray ? 

Mr. Warp. I think that the point he is making is that a consolidated 
order eliminates small requisitions and there may be several different 
commodities involved. GSA doesn’t use the IBM regularly as they 
don’t have their own IBM machine on account of the expense. So it 
is done on a contract basis once a year. 

Mr. Lantarr. Thank you very much. 

Is the representative of the Forest Service here? 

Will you please give us your name, title and the agency you 
represent ? . 
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STATEMENT OF CHARLES G. BURDICK, ASSISTANT REGIONAL 
FORESTER, UNITED STATES FOREST SERVICE, ALASKA REGION 


Mr. Burpicx. Charles G. Burdick, assistant regional forester, 
United States Forest Service, Alaska region. 

Mr. Lanrarr. Mr. Burdick, what are the general problems that the 
Forest Service has in connection with supply matters, and how is the 
Federal Supply Service working insofar as your agency is con- 
cerned ¢ 

Mr. Burpvicx. The Forest Service, sir, operates field crews, small 
boats, surveying parties, a marine station, road and trail programs, etc., 
and our purchasing problems are peculiar to a decentralized field 
organization operating under many geographical: conditions and is 
probably as difficult: purchasing as exists. In addition to the GSA 
handling technical classes of purchasing for us, they buy all of our 
staple food products for the fleet. We operate Government subsist- 
ence boats. Some of this stuff we buy locally of course, and occa- 
sionally we have to buy staples because the order was underestimated 
originally and supplies rhaniend before another quarterly requisi- 
tion goes in. But ordinarily we buy all of our staples net variable 
stuff from the GSA and only our emergency purchases and perish- 
able goods from the local merchants. We operate a marine station 
at Ketchikan where we can repair or build boats of the type we use, 
up to 75-footers. We probably have the most complete marine station 
in the Territory. We have the necessary heavy equipment, lathes, 
shapers, boring machines, and so forth—all the equipment that is 
necessary for a marine station to maintain boats. 

Mr. Lanrarr. Do any of the Federal agencies use your marine 
station there in connection with overhauling or maintenance? 


NEED FOR CENTRALIZED BOAT MAINTENANCE PROGRAM 


Mr. Burpick. To a limited extent. We have not had time to work 
out a program whereby one Government agency could operate a 
marine station for all agencies in southeast Alaska. We could oper- 
ate it, or some other agency operate it, and maintain all the civilian 
agency boats in the Territory—that is, the smaller boats, under 85-foot 
launches. I believe that a big saving of Federal funds could be 
made if such a system were developed. We would be a good customer 
of any other agency that did operate it. 

Mr. Lanrarr. And you propose that such a central marine station 
be established, Mr. Burdick ? 

Mr. Burpick. It has been in the discussion stage. I think Mr. 
Ward was scheduled to come up here at one time, 3 or 4 years ago, 
to investigate the possibility, and couldn’t take the trip. 

Mr. Warp. The matter has been discussed many times but it has 
never been possible to get one agency to operate it so it would be 
satisfactory to the other agencjes. I am glad to hear Mr. Burdick 
say what he does because duplication in cost of facilities, build- 
ings and equipment, is what makes the extra cost. I'd like to ask, 
Charles, do you think that General Services could do that kind of a 
job for the rest of the Government ? 
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Mr. Burpicx. I had never thought of that, sir, but it seems to me 
that it would be ideal. 

Mr. Warp. Well, we had a program, you know, in the Bureau of 
the Budget on motor-equipment management—when we were dis- 
cussing this marine shop—which never got started actually. That 
program has been turned over to the General- Services. They have 
full responsibility for it now, and they have an excellent motor-equip- 
ment man in Washington, a Mr. Hanson. If the people here feel that 
there is some merit in the shop, I believe GSA might be asked to 
investigate its possibilities. 

Mr. Burpick. The way I feel about it is that it isn’t possibly « 
General Services function to operate a marine station, but our appro- 
priations are insufficient to maintain our boats at the commercial 
shops. I believe that we are getting our own work done at our own 
marine station for not much more than half of what it would cost us to 
get the work done at commercial shops. And therefore it is advan- 
tageous for us. 

Mr. Lanrarr. Any further questions? 

Mr. Brownson. You say you can do the work yourself for about 
one-half of what it would cost in commercial shops? When you 
figure that, though, do you figure installation overhead in your figures ? 
It costs something, you know, to maintain the Government installation 
to do that work ? 

Mr. Burpicx. No; we do not figure depreciation on the equipment 
or the buildings. 

Mr. Brownson. If you figure that depreciation in, do you have any 
idea how it would work out in comparison with commercial costs? 

Mr. Burpicx. We do not have exact costs on that. 

Mr. Brownson. In studying this supply-management situation in 
the United States, that has been one of the problems that we have 
been particularly interested in—where it becomes economically 
feasible for the Government to take over an operation and where it 
is actually more economical for Government to pay a normal profit 
to a commercial firm. In our studies there in the States we found 
many instances where we were led to believe, on the basis of our 
analysis, that the Government would be better off to use existing 
civilian distribution and manufacturing facilities. That is why I 
wondered if, in evaluating that program, anybody had taken into 
consideration the overhead ¢ 

Mr. Burpicx. I doubt if the overhead would increase that cost more 
than 25 percent; that is, by overhead I do not mean employees, I mean 
equipment and shop. Another factor that is very important is that 
our boats must be maintained during wintertime—they stay so busy 
allsummer. And the commercial shops are all loaded with about all 
the work they can do during the wintertime on fishing boats, so their 
shops are not readily available. 

a Lantarr. How many commercial marine estalishments are 
there 

Mr. Burpicx. Offhand, I would say about 8 in southeast Alaska, 
possibly 10, 

Mr. Lanrtarr. Is the Federal Supply Service meeting your require- 
ments insofar as your deadline dates for shipment are concerned ? 
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Mr. Burpickx. They purchase everything on a deadline delivery. 
I think that all of our purchase orders are sent down as soon as pos- 
sible for delivery. 

Mr. Lanrarr. You don’t have consolidated annual requisitions / 


FOREST SERVICE IN ALASKA SATISFIED WITH FEDERAL SUPPLY SERVICE 


Mr. Burpick. No; we have a quarterly requisition basis. We send 
in quite a number of current requisitions. On repairing boats we can’t 
tell what we will need until a boat is torn down. We send in a rush 
order and they take care of it very well for us. We are very well 
satisfied with the services we have gotten from them. 

Mr. Lantarr. How much do you buy annually through the Federal 
Supply Service? 

Mr. Burpick. I haven’t that figure but I would imagine in the 
neighborhood of $25,000. 

Mr. Brownson. Does the Navy operate any naval stations in 
Alaska? 

Mr. Burpick. Not in southeast Alaska. 

Mr. Brownson. Do they operate any in Alaska at all? 

Mr. Burpick. Oh, yes. They havea big base at Kodiak; they have 
a number of installations in Alaska. 

Mr. Brownson. Now in your procurement and in your main- 
tenance, is there anywhere that you cooperate with the Navy or the 
Navy cooperates with you in any types of marine procurement of 
any type? 

Mr. Buroick. Not in the last few years. We have got a consider- 
able amount of line, manila line from the Navy, and laa that are 
peculiar to the Navy like that. 

Mr. Brownson. Of course, I realize that you primarily operate in 
the southeastern area of Alaska, don’t you? 

Mr. Burpick. That is right. 

Mr. Brownson. Do you know whether the operations closer to 
Kodiak draw more heavily on the Navy than you do? 

Mr. Burpick. No; I don’t know. 

Mr. Brownson. You don’t know that. 

Do you know whether GSA or the Federal Supply Service coordi- 
nates any of their requisitions with the Navy on the level above you! 

Mr. Buroick. I don’t know. 

Mr. Brownson. You have never seen any evidence? 

Mr. Burpick. No, sir. 

Mr. Brownson. Thank you very much. 

Mr. Lanrarr. Mrs. Harden. 

Mrs. Harpen. My questions have been answered, Mr. Chairman. 

Mr. Lanrarr. Thank you very much. Do you have a question? 

Mr. Warp. On the point brought up by Mr. Brownson, do you have 
any cross servicing with any of the other Federal agencies located here 
in Juneau ? 

In procurement and distribution, for instance, if you decided that 
you needed a certain commodity and you knew that the Indian A ffairs 
had it, is there any possibility of a transfer between these two 
agencies ¢ 
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TRANSFER OF SURPLUS TO OTHER ALASKAN AGENCIES 


Mr. Buroick. If anything is surplus, the list is circulated to other 
agencies, and any other governmental agency then has access to it. 

Mr. Warp. There are no reimbursable transfers before it is de- 
clared surplus? 

Mr. Burvick. I think not. We recently transferred a very large 
amount of surplus to the Alaskan Indian service. Stuff that we had 
and it had deteriorated and we listed it and it was transferred to the 
Alaskan Indian service. 

It was surplus to our needs and could be put to some governmental 
use—before it was offered for sale to the public. 

Mr. Brownson. Mr. Chairman? 

Mr. Lanrarr. Mr. Brownson. 

Mr. Brownson. As I get it, from the testimony this morning, there 
are several agencies here who do use boats and small ships. Is that 
right? 

Mr. Buroicx. That is right. 

Mr. Brownson. You maintain your own boats and ships. Do you 
maintain any of them for any of these other agencies that we have 
heard from this morning ? 

Mr. Burpicn. To the extent that we have any slack we help the 
other agencies. ° 

Mr. Brownson. When we talk about cross servicing, that is what 
we are talking about primarily. Now can you give me a specific ex- 
ample of a recent instance where you have maintained boats and ships 
for other agencies ? 

Mr. Burpicx. We have maintained a number of boats on an over- 
haul basis for the Fish and Wildlife Service. They operate boats 
comparable to ours. They have larger boats also. And we have 
maintained quite a number of their boats. 

Mr. Brownson. How many different agencies are there to your 
knowledge that are doing approximately the same thing—maintain- 
ing small boats ? 

Mr. Burpicx. I don’t know how many of the others are. I think 
that some—most of them are getting their work done commercially. 

Mr. Brownson. Coast Guard and Fish and Wildlife—don’t they 
have any facilities? 

Mr. Burpicx. I made a trip to Ketchikan a year ago to consider 
the possibility of having the Coast Guard do our necessary marine re- 
pair work, and they were totally unequipped for it. In fact, they 
handle their work on large-sized boats through commercial shops. 
They would have had to equip a marine station comparable to the 
one we now have to do the work. They were not equipped to handle it. 

Mrs. Harpen. Mr. Chairman. 

Mr. Lantrarr. Mrs. Harden. 

Mrs. Harpen. What items did you declare surplus? 

Mr. Burpick. They really are too numerous to mention. 

Mrs. Harpen. Thank you. 

Mr. Burpicx. There was an engine that we had used for its economic 
life. And it was useless for a marine Diesel engine and was not worth 
repairing. The native service took it and used it for training pur- 
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poses—to train native boys in the maintenance of engines. So that 
in that way they got the necesary or desired experience and came out 
with a usable engine. Some manila line was transferred to them, also 
3 or 4 tons of surplus equipment. Those are only a few items that | 
can readily recall. 

Mr. Brownson. To the best of your knowledge, in southeastern 
Alaska, does there exist at this time very much scrap—I am not only 
speaking of your own agency but the other agencies that you have ob- 
served? We are interested, among other things, in ferrous and non- 
ferrous scrap metals which are getting to be extremely critical in the 
States for the defense effort. We are very interested in finding out 
if scrap is collected and channelled expeditiously into one of the scrap 
markets where it can be utilized to reinforce the defense effort. 


SCRAP SITUATION IN SOUTHEAST ALASKA 


Mr. Burpick. On my recent trip to Ketchikan I went over to our 
marine station and looked it over for scrap; and we have several tons 
in the junk pile, broken castings, and various things. There is not 
enough to handle economically. There is no agency here in south- 
eastern Alaska that is buying scrap. In fact, I do not believe the 
scrap would pay to freight from here to Seattle, at the present price. 
I doubt if it would stand the cost of gathering ft and shipping it to 
Seattle. 

Mr. Brownson. Aren't there any shige that go back from here that 
are partly loaded or empty—in ballast 

Mr. Burvicx. The fleet of commerical boats is principally south- 
bound now but most of the year it is north-bound. But I do not be- 
lieve that they have a favorable rate to justify the hauling. 

Mr. Brownson. What the United States has actually done is taken 
the Mesabi Range and spread it thinly all over the world, and now it 
becomes a critical materials problem that almost supersedes economies. 
We hear the same story about the recovery of scrap from Korea 
and the recovery of scrap from the Philippines—it is always eco- 
nomically impossible to get it back, yet we believe that there must be 
some solution to that problem. Do you have any idea of the tonnage 
of scrap that is available from governmental agencies in southeast 
Alaska ? 

Mr. Buroics. I doubt if it would run more than a very few hundred 
tons. I think that we probably could gather from Forest Service 
abandoned and broken equipment—probably 15, possibly 20 tons. 

Mr. Brownson. Asa matter of fact in the States we still have in the 
old automobiles better scrap in one State, possibly, than there is in 
this whole area, but that is always there as a reserve that we can fall 
back on. 

Mr. Buroicx. I have discussed the gathering of scrap at our marine 
station with the superintendent there and figured that it would cost 
him about $200. He would have to set up money for each of those jobs. 
He can’t do it with nothing. It would cost him about $200 to gather 
up not to exceed 10 tons of scrap and load it on a scow. Well, that 
would be a minimum of $20 a ton, Just to gather it up and load it 
out. Of course we should gather it up and dispose of it—sink it in 
deep water, although I certainly don’t believe in that when it is so 
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critical. But it would cost us something to gather it up or move the 
piles that we now have in the junk pile. So that whole amount should 
not be charged to just handling the scrap but cleaning up the premises. 

Mr. Brownson. You made a very good point there. I think that is 
necessary. One reason why they say that it is uneconomical to bring 
the scrap back because they are trying to charge all the labor against 
the gathering of the scrap, whereas as you say part of it should be 
charged to Just policing the premises. Are there any commercial 
scrap dealers operating in southeast Alaska ¢ 

Mr. Burprcx. Not to my knowledge. 

Mr. Brownson. Where there are scrap dealers who know scrap, and 
know how to screen scrap—that they can make a very legitimate profit 
out of the operation and perform that function better than the Gov- 
ernment is able to do it in most cases. 

Mr. Burpick. I should think so. 

The thought has occurred to me that most of the Coast Guard boats 
would be going south and could load scrap out. I don’t know. 

Mr. Brownson. You have been helpful on that point. Thank you 
very much. 

Mr. Lanrarr. Thank you very much, Mr. Burdick. 

Is the Public Roads Administration representative here? 

Please state your name, the spelling of your last name, and give 
us your title and the agency with which you are connected. 


STATEMENT OF VANCE M. BLACKWELL, OFFICE ENGINEER, BUREAU 
OF PUBLIC ROADS, DEPARTMENT OF THE INTERIOR 


Mr. Brackwe.ti. My name is Blackwell, office engineer of the 
Bureau of Public Roads. 

Mr. Lanrarr. What are the problems of Public Roads in Connection 
with supply management ? 

Mr. Buackweuw. As far as any outside purchases, we are having 
practically no trouble. Our principal trouble is emergency supplies 
for our equipment. That can usually be traced back beyond the GSA 
to the manufacturers. At the present time all repair parts are very 
critical and all of us have to wait our time until we can get delivery. 

Mr. Lanrarr. Now when you get delivery on a truck, do you receive 
component parts with that truck at time of delivery ? 

Mr. BuackwetL. No; we don’t. We stock ordinary parts but occa- 
sionally something will go wrong, usually on our snow-removal equip- 
ment in the winter; and if necessary we get parts from factory repair. 

Mr. Lantarr. What portion of your supplies do you buy through 
the Federal Supply Service in Seattle ¢ 

Mr. BLrackwe.L, All except the fresh products that we use in our 
subsistence camps. 

Mr. Lanrarr. What percentage of your total purchase require- 
ments, would you say, were filled by Federal Supply Service? 

Mr. Buackweiw. I would say that about 90 percent. 

Mr. Lantarr. Do you find in general that that service is satis- 
factory ¢ 
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PUBLIC ROADS IN ALASKA WELL SERVED BY FEDERAL SUPPLY SERVICE 


Mr. Biackwetu. We get very good service; yes. 

Mr. Lantarr. What is the amount of your total purchases annually / 

Mr. Brackwe ut. In the neighborhood of about $500,000. 

Mr. Lantarr. Does FSS ship directly to the various stations? Or 
do they ship to one central spot in which you break down the requi- 
sitions ¢ 

Mr. Buackwe ti. Our main depot is here in Juneau. We have a sub- 
depot in Seward, and with the exception of emergency supplies they 
ship to either one. In case of emergency they are shipped direct to 
the stations. 

Mr. Lanvarr. How many maintenance bases do you have? 

Mr. Buackwewi. We have six. 

Mr. Lanrarr. Where are those located / 

Mr. Buackwe.L, Hyder, Ketchikan, Wrangell, Petersburg, Sitka, 
and Cordova. Then, in addition, also, Seward and Juneau. 

Mr. Lantarr. Do you make quarterly requisitions or annual con- 
solidated requisitions, or how do you operate ? 

Mr. Brackweit, Usually an annual requisition the early part of 
the year. Then emergency requisitions throughout the year. 

r. Lanrarr. And the only problem is delivery of spare parts? 

Mr. Biackweii. That is right. 

Mr. Lantrarr. Would it be of any assistance to Public Roads if, at 
the time a vehicle or piece of equipment was procured, you were fur- 
nished component parts for that vehicle ? 

Mr. Biackweitw. Well, we stock many parts, mostly the larger 
yleces, such as a transmission or something of that sort, which runs 
into quite a bit of money to have to stock. 

Mr. Lanrarr. So you do carry in your warehouses here sufficient 
parts for ordinary maintenance ? 

Mr. Buackwett. That’s right. 

Mr. Lanrarr. Do you repair your own road equipment here? 

Mr. Buackwet.. Yes; we do. 

Mr. Lanvtarr. Do you repair the road equipment for the other agen- 
cies ? 

Mr. Biackwe tri. No road equipment, but we handle the servicing 
of almost all the vehicles of southeastern Alaska to Seward for all 
the Government vehicles with the exception of the Forest Service. 

Mr. Lanvrarr. You have a pretty big installation here? 

Mr. Biackwet. Yes; we do. 

Mr. Lantarr. How does the Forest Service maintain theirs? 

Mr. Buackwe.ti. Would you ask Mr. Burdick? 

Mr. Lantarr. Mr. Burdick, in that connection, could we recall you 
just for a moment to answer that question ? 

Mr. Burpickx. We have our own repair shop where we repair our 
own vehicles and we get some of the work done commercially at Ketch- 
ikan. The Bureau of Public Roads has done some of the work here 
for us when we had no mechanic, but now we have a mechanic and 
we do practically all of our own automotive repair work. 

Mr. Lanrarr. Do you think it would be feasible for Public Roads 
to perform all automobile maintenance for your agency ? 
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Mr. Burpicx. This mechanic we use in a number of positions—he 
is a good boat skipper. We use him for emergency work as a boat 
skipper. We would not like to separate him from the service in 
order to get our work done elsewhere. It is a good fill-in job for him. 
We do not have a great deal of automotive equipment. 

Mr. Lantarr. How much automotive equipment do you have? 

Mr. Burpicx. Probably five trucks here. May I make one other 
atement in connection with my previous testimony ¢ 

Mr. Lanrarr. Yes. 

Mr. Burpick. Several years ago we investigated the possibility of 
having a National Forest office in Seattle to do our procurement work. 
After quite a thorough study of it we decided that the Alaska Pro- 
curement Agency which was then—Ummel’s office—was more advan- 
tageous to us than it would be to have our own organization in Seattle 
do our purchasing. 

Mr. Lanvrarr. How do you spell that name, Ummel ? 

Mr. Burpicx. U-m-m-e-]. His place has been taken over by the 
GSA. 

Mr. Lanrarr. Thank you, Mr. Burdick. 

Mr. Brownson, do you have any questions / 

Mr. Brownson. How many miles of road do you maintain in south- 
east Alaska ¢ 

Mr. Buackwe.i. Approximately 90 miles. 

Mr. Brownson. That is the responsibility of your office, or are you 
responsible for roads in all Alaska ¢ 

Mr. Buackweti. Most of the roads in the interior of Alaska are 
maintained by the Alaskan Road Commission. We have a system, 
too, of about 100 miles on the Kenai Peninsula. 

Mr. Brownson. How many vehicle do you have # 

Mr. Buackweiu. About 200 vehicles. 

Mr. Brownson. How about boats? Do you have boats too? 

Mr. BLackwetu. No; we don’t have any. 

Mr. Brownson. That is all I have, Mr. Chairman. 

Mr. Lanrarr. Mrs. Harden. 

Mrs. Harpen. Do you use local labor entirely in your highway 
department ? 

Mr. Buackwetu. For maintenance work, we do; but for engineer- 
ing system we have not been able to recruit enough in Alaska so we 
have to bring some of them in. 

Mrs. Harpen. The Congressmen often have inquiries for employ- 
ment in Alaska. That is all, Mr. Chairman. 

Mr. Lanrarr. Thank you very much, Mr. Blackwell. 

Is the Fish and Wildlife Service represented here this morning? 

Will you please state your name and identify your position and 
agency. 


a 


S 


STATEMENT OF BEN FURNESS, ADMINISTRATIVE OFFICER, FISH 
AND WILDLIFE SERVICE, DEPARTMENT OF THE INTERIOR 


Mr. Furness. My name is Ben Furness. 

I am the administrative officer for the Fish and Wildlife Service. 

Mr. Lantarr. What are your general problems in the Fish and 
Wildlife Service in connection with supply management ! 
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Mr. Furness. Well, our supply problem is usually pretty large. 
by virtue of our large marine fleet which we maintain and, also, our 
large aircraft fleet. Up until now our fleet, that is the marine fleet, has 
been maintained in Seattle, rather close to a supply source. Most of 
our heavier jobs, the main mills for the big vessels are Diesel type, and 
some of them, of course, are gas. In customs the source of supply is 
pretty much limited to the manufacturers themselves. Our aircraft is 
practically the same thing, although our fleet operations of aircraft 
is entirely in Alaska. We have never maintained a headquarters in 
Seattle for that. Our fleet—marine fleet—has just been moved from 
Seattle headquarters to Juneau. That was effective July 1 of this 
year. We have approximately 20 oceangoing-type vessels with ap- 
proximately 40 vessels of other types from 22 footers to 45 footers that 
are operating in inland waters and also some outside waters. The fleet 
is still further increased by great numbers of small crafts—16- to 
18-foot-type outboard motor driven hulls, and also what we eal! 
“monkey” boats. They are used in the Bristol Bay operations to 
service the smaller boats up there. They themselves are small, tov. 
But we operate in all the North Pacific waters out the chain, Bristo: 
Bay and that country southeast of the Cordova-Seward area. <Ac- 
tually we cover all Alaska by water and by air with our marine fleet 
and our aircraft. 

Mr. Lantarr. How is your maintenance performed ? 


MAINTENANCE FACILITIES OF FISH AND WILDLIFE SERVICE 


Mr. Furness. We have our own maintenance facilities for our 
Marine establishment now in Juneau. We acquired by use permit 
from the Army the facilities of the Marine repair shops at the sub- 
port in Juneau. It is completely equipped with milling equipment, 
boring equipment, and all heavy type of equipment. We also have 
a woodworking shop down there in which we make our our hull re 
pairs and rehabilitation of hulls, as need arises. Our Anchorage head- 
quarters is the primary base of operations and maintenance for our 
aircraft fleet. We have a secondary headquarters in Juneau whic 
maintains anywhere from 2 to 5 or 6 aircraft. We are flying single- 
engine and multiengine jobs, and the larger jobs are the Grumman 
Goose and the multiengine Widgeon. We also have one Beechcraft 
and we have quite a number of the smaller type aircraft, Piper. 

Mr. Lanrarr. How many planes do you have all together ? 

Mr. Furness. Approximately 25; we are expecting delivery of two 
more this week. One left Washington yesterday and another will be 
leaving today, ferrying flight up here. 

Mr. Lanrarr. Do you do any Marine maintenance work for any 
of the other Government agencies? 

Mr. Furness. We have not to date. We have just barely gotten 
under way, as it were, in Juneau with our Marine establishment here 
so we have been pretty busy with our own fleet. The fact of the mat- 
ter is we are behind now on thé maintenance and repair schedules. 
The season is ending now so will have this winter to catch up. 

Mr. Lanrarr. You heard the discussion with Mr. Burdick with 
reference to a marine overhaul facility to be operated by one agency 
such as GSA. Do you have any comments on that? 
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Mr. Furness. The only thing I can say on that matter is—I believe 
I sat in on the budget hearing in Washington with Mr. Ward and 
Mr. McCutcheon—I believe it was 3 years ago—and at that time we 
didn’t have the money to contribute to the construction of an adequate 
base that would be needed in the event that they were to take down 
the servicing job or have a simple servicing marine station to handle 
the latest types of vessels that the agencies had here for servicing 
work. Those jobs required rather extensive tooling up in order to 
handle it through the marine railway, possibly in drydock. By the 
average run of operations the smaller vessels gasoline driven would be 
all right but when you start getting into the heav y marine equipment 
type, ‘well, then you are 1 eally getting in to a big installation. 

Mr. Lanrarr. You think that would of necessity have to go to 
Seattle ? 

Mr. Furness. Well, some of the larger vessels—we have some our- 
selves that could be hauled only in Ketchikan. By hauling, that means, 
pulling them out of the water where you can get under hull opera- 
tional “work; pulling tail shafts, and things like that require pretty 
heavy equipment to get them up. 

Mr. LAanvaFr. What, i in general, has been your experience with the 
Federal Supply Service? What comment, if any, do you have on that 
Service ? 


LIMITED USE OF FEDERAL SUPPLY SERVICE BY FISH AND WILDLIFE SERVICE 


Mr. Furness. Well, on the whole, they have been delivering pretty 
good service to us. Our use of that facility hasn’t been too creat for 
the simple reason that we had a staff in Seattle close to the supply 
centers that could be utilized for our needs. I would say last year 
we had approximately 10 percent of a quarter of a million dollar ma- 
terial-purchasing program, $25,000 all together. We had a con- 
struction job at McGrath on which the GSA helped us out appreciably 
in procuring the material for us and we bought some of the material 
ourselves through our own personnel who were in Seattle. 

Mr. Lantarr. What is the total extent of your supply purchases, 
and what percentage of those purchases are made through the Federa 
Supply Service ? 

Mr. Furness. The last fiscal year we spent for supplies and ma- 
terials approximately a quarter of a million dollars for equipment and 
$61,000. As I say, the staff of the Fish and Wildlife Service being 
located in Seattle at that time managed to do most of our procuring 
for us that was necessary. However, the General Services Adminis- 
tration purchased approximately 10 percent for us, would be roughly 
$25,000. The only difficulty we have had with General Services down 
there is the back-ordering of supplies and materials that have caused 
considerable confusion. I think probably that will level itself—we 
have a little better understanding with them down there on our needs 
for the material we are ordering. We have approximately 20 field 
stations in Alaska, and those stations are located by the majority on 
the water. Southeastern stations here are all serviced by—up until 
now by our own ships coming up seasonably, and we would get the 
stuff delivered to Seattle at own dock and then haul from there. 

As it is now, we will be getting our supplies sent right to Juneau to 
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our own warehousing facilities where we will distribute. One of the 
other problems we ran into with GSA was the suppliers being located 
at points other than Seattle. They could not ship directly to us— 
they would come to Seattle for transshipment which always causes 
some confusion. We haven't lost too much in the way of supplies— 
I don’t recall any major loss at any time. They have been very co- 
operative. We have talked to them on the phone and we know most 
of the fellows down there and we like that. We haven’t liked too well 
all the surcharges that we felt sometimes were a little rough but I 
guess that is a matter of operational procedure. 


SURCHARGE FOR SUPPLIES 


Mr. Lantarr. That isthe 6 percent surcharge ? 

Mr. Furness. Last year—this was an emergency case—we needed 
two large-size outboard motors in a hurry and they were procured 
locally in Seattle. There was the difference of a hundred dollars in 
price. We wrote to them and asked them about that, and they advised 
us that the time element was the factor there, and brought about that 
high price. 

Mr. Brownson. You mean a difference of $100 between that and 
your normal price? 

Mr. Furness. That and the factory price. The price and the fac- 
tory price. 

Mr. Brownson. And that $100 includes the 6-percent surcharge? 

Mr. Furness. Yes. 

Mr. Lantarr. Whatever happened on that case ? 

Mr. Furness. They paid the bill and we had the motors. 

Mr. Brownson. You heard our questioning on the matter of scrap— 
ferrous and nonferrous. What is your opinion? Do you know much 
that is generating in the activities that you oversee here ? 

Mr. Furness. No, we haven’t had too much of that up here. As I 
mentioned before, our fleet operations were wholly Seattle for main- 
tenance up untilnow. Asthe old anchors were taken out, and so forth, 
we sold them in Seattle on the dock. 

Mr. Brownson. That is one very great advantage of Seattle mainte- 
nance—that scrap is going back into commercial channels. 

Mr. Furness. We have sent some battery supplies or scrap down on 
our own vessels, as a matter of course, because the vessels were going 
south anyway. 

Mr. Brownson. Do your vessels always travel fully loaded when 
they go south ? 

Mr. Furness. During the fall of the year when the operations were 
concluded up here, they are not cargo vessels in the first place, we had 
two—but generally they would be going south with a passenger list— 
that is about all, that is, our own personnel, including the seasonal 
operations. 

Mr. Brownson. How much freight can one of these vessels carry / 

Mr. Furness. That one vessel there—the SS-type vessels—one of 
those Army jobs that we used up here—I don’t know what their ton- 
nage capacity is—but they have been remodeled to meet our—— 

Mr. Brownson. Would there be room for 10 tons of scrap aboard or 
5 tons ? 
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Mr. Furness. Oh, I think you could get 100 tons aboard. 

Mr. Brownson. One hundred tons. 

Mr. Furness. But they are not making long trips anymore. As a 
matter of course, their station is here and if they make two trips a year, 
well, that would be unusual. 

Mr. Brownson. Thank you. 

Mr. Lanvtarr. Mrs. Harden. 

Mrs. Harpen. No questions. 

Mr. Lantarr. Mr. Furness, with reference to this surcharge that you 
mentioned, 6 percent, do you have any idea of how much it would cost 
you to do your own purchasing, all costs being considered ? 
~ Mr. Furness. I never looked into it with that point in mind. We 
figured that as long as we had people down there, it was a matter of 
reaching the phone to contact the suppliers to ascertain whether or 
not material was available. That would be a matter, of course, in 
routine character. We have not figured it out in dollars and cents. 

Mr. Lanrarr. Is the final agency here? We would just like to call 
on you to make a statement on any particular problem you have—the 
Alaskan Road Commission. 

Would you please state your name and your official capacity 4 


STATEMENT OF ROBERT HAAG, SUPPLY AND PROPERTY OFFICER, 
ALASKAN ROAD COMMISSION, DEPARTMENT OF THE INTERIOR 


Mr. Haac. My name is Robert Haag, supply and property officer 
for the Alaskan Road Commission. 

Mr. Lantarr. Would you please tell the committee briefly what 
your general supply problems are, and make any comments that you 
wish about the Federal Supply Service / 

Mr. Haaa. I would say that during the past year our problem is 
quite similar to several of the other agencies who need materials 
during a short period of time. Our difficulty is delivery, particularly 
in timber and various types of truck parts. We also maintain our own 
parts depots where we can service our own vehicles. As a particular 
exainple, there was some timber purchased by requisition last Novem- 
ber. We are still waiting for it, which meant that several bridges in 
Alaska were unable to be completed. As far as—— 

Mr. Lanrarr. What is the reason for that ? 

Mr. Haag. The latest information that we have is that the difficulty 
wis in the fires around the Oregon-Washington area. They couldn’t 
get the timber into the mill. You see ours is treated, creosoted-type 
treatment, which means from the time the requisition is submitted, 
it goes to the mill, then goes through a steam process, and pusses 
through several hands in getting aboard vessels out of Oregon on 
the way up to Seattle and then shipped on the Alaska Steamship 
Lines. 

Mr. Lantarr. Have you had any other similar problems insofar as 
Federal Supply Service is concerned 4 

Mr. Haag. As a typical example on our so-called consolidated 
requisitions, we ran into the difficulty of antifreeze last year which is 
very vital to us operating during the winter months. And we pro- 
posed an early consolidation this year and in May submitted our 
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requirements. We were advised at that time that it was a little early 
to take advantage of the bulk requisition for all agencies. At the 
present moment I think we have approximately 180 or 200 gallons of 
antifreeze on board the vessels going westward. Now that is some- 
thing that we followed up extensively on and it is just the difficulty 
in obtaining the antifreeze out of the contractor, Texaco, as we under- 
stand, so we had to accept a substitute for a small portion in order to 
have some protection this early in the season. 


SUPPLY REQUIREMENTS OF ALASKAN ROAD COMMISSION 


Mr. Lantarr. Then you think the Federal Supply Service is meet- 
ing your requirements / 

Mr. Haag. I would say, generally yes. We perhaps are their biggest 
users here and we perhaps give them more trouble than anybody in 
Alaska by continual tracing. We have inaugurated a system of 
tracers with them trying to expedite, or at least to keep them advised, 
that the items haven't arrived or were not under way. ‘Transship- 
ment through the Alaska warehouse again is another problem. They 
have a tremendous task down there. We realize that, but they have 
a very excellent job with us and Mr. Ken Clark of the equipment 
branch is very helpful to us as far as surplus items are concerned. We 
have obtained quite a few surplus items through them. 

Mr. Lantarr. Mr. Brownson. 

Mr. Brownson. What is your observation of the amount of scrap 
that is generating in the activities under your jurisdiction ? 

Mr. Haac. We have little amount of scrap because we maintain our 
vehicles. We use as much as we possibly can. As far as the scrap 
program, we have worked an arrangement with Alaska Railroad 
and any scrap that we have is our Anchorage, Valdez-Fairbanks 
area, We turn over to the Alaska Railroad and they in turn will let 
their scrap go through with it to a trade channel. 

Mr. Brownson. Thank you. That is an excellent solution. 

Mr. Lantarr. Mrs. Harden. 

Mrs. Harpen. Do you use local labor entirely in your department ! 

Mr. Haac. We have the same problem as some of the other agencies 
here. We have the seasonal type and the labor, as such, we try to 
obtain from Alaska. Our engineers, etc., we have found must come 
from the States because of the experience. 

Mrs. Harpen. Thank you. That is all, Mr. Chairman. 

Mr. Lantarr. Mr. Ward. 

Mr. Warp. That difficulty over the timber, on account of the 
fire hazard, would have been encountered if you had been doing your 
own buying in Seattle, wouldn’t it ? 

Mr. Haae. Yes, it would. I would say that the fact that the requi- 
sition was submitted early in the year for some of them, and some 
of them last year, would seem to have very little bearing on the recent 
fire that they have had there. Undoubtedly there were other matters 
that entered into the deal. We have been trying to check with the 
official in charge down there and he is doing a very excellent job— 
the best he can from what he says. 
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AREA OF UNDERSTANDING PROGRAM 


Mr. Warp. A second thing I'd like to explain is this. The General 
Services Administration and the Department of Defense in Washing- 
ton under a mandate from the President are trying to work out areas 
of understanding. Under one agreement the Army Ordnance Corps 
is taking the responsibility of precuring antifreeze for the entire 
Government’s needs. The process of consolidation may have delayed 
deliveries to remote areas like Alaska. Do you feel that GSA should 
-tore more items in Seattle in order to meet the unusual requirements 
in alaska ? 

Mr. Haac. Perhaps for some agencies, but with us, our requirements 
are such that can’t be put in storage stock. There has been a little 
delay in the past, and I believe that is due to fact that GSA is trying 
to service all the agencies and maintain their stock, but our require- 
ments as far as equipment and timber and culverts is something that 
they couldn’t stock down there economically. 

Mr. Lantarr. Thank you very much. 

All of us here have heard the general tenor of the questions 
and what this subcommittee is interested in from the standpoint of 
supplies and supply management. The time does not permit the sub- 
committee to go into this matter further at this time. I would like to 
say, if there is any agency that has any problems that are peculiar 
to the general nature of our studies this morning, that if you will just 
communicate any statement you wish to make to the Expenditures 
Committee of the House of Representatives in Washington, we are 
very interested in it and want to help you in every way we can. So 
in closing I would like to say that we want all of you to know 
that the Expenditures Committee has a continuing interest in Public 
Law 152 and is constantly concerned with insuring that it does pro- 
vide the best service in the most economical manner to the Govern- 
ment. If you at any time have any problems, or there is any way 
that you think the law can be improved, don’t hesitate to communicate 
those problems-to us. 

Thank you, the hearing is now adjourned. 
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MONDAY, OCTOBER 22, 1951 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DeprarTMeEnts, 
Juneau, Alaska. 

The subcommittee met Monday, October 22, 1951, at 9 a. m. in 
the Territorial Senate chamber, Federal Building, Juneau, Alaska, 
Hon. Herbert C. Bonner (chairman of the subcommittee) presiding. 

Members of Congress present : Herbert C. Bonner, chairman; W. J. 
Bryan Dorn, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member, 
and Ray Ward, Bureau of the Budget. 

Witnesses present: J. W. McKinley, chairman of Chamber of Com- 
merce of Juneau, Alaska; R. Boochever, attorney, in behalf of chamber 
of commerce; I’. O, Eastaugh, attorney, in behalf of chamber of com- 
merce; Francis C. Hyde, Wallace Westfall, George Baggen, Jr., R. J. 
Sommers, G. E. Hamilton, Walter Sperl, O. R. Rutherford, Earl 
Ohmer, Ralph Reischl, Larry Fitzpatrick, A. F. Parker, Admiral 
Joseph Greenspun, United States Coast Guard, commander, Seven- 
teenth Coast Guard District ; Commander Paul Savonis, United States 
Coast Guard, Office of the Chief, Merchant Marine Safety Division; 
Commander E. C. Hawley, United States Coast Guard, Chief, Mer- 
chant Marine Safety Division, Seventeenth Coast Guard District; 
Capt. G. W. Callbeck, United States Coast Guard, Chief, Merchant 
Marine Safety Division, Seventeenth Coast Guard Division; Lt. H. M. 
Kelsey, United States Coast Guard, district legal officer, Seventeenth 
Coast Guard District; Eugene R. Williams, chief yeoman, United 
States Coast Guard, official Coast Guard reporter, Twelfth Coast 
Guard District; and Steve Larson Homer. 

Mr. Bonner. Ladies and gentlemen, this is an informal hearing. I 
happen to be the chairman of the Coast Guard Subcommittee of the 
Merchant Marine Committee of the House of Representatives. Your 
able Delegate to Congress, Mr. Bartlett, came to see me with respect 
to some problems that you are having here regarding merchant-marine 
regulations as supervised by the Coast Guard. Mr. Bartlett desired 
the subcommittee of the Merchant Marine to come to Alaska to hear 
this question. At that time, the Expenditures Committee of the House 
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of Representatives, of which Iam a member also, and which has under 
its jurisdiction all expenditures of the Federal Government, decided 
to senc a field group, under my direction, to look into the expenditure; 
of the various Government agencies. This subcommittee has mails 
studies of the supply management of the armed services, and surplus, 
and scrap problems of the Federal Government. We have visited the 
depot at Atlanta, Ga., defense installations in New York City, and 
adjacent areas along the eastern seaboard of the United States. The 
only time this subcommittee could make an overseas trip was during 
a recess of Congress. Certainly I or no other Member of Congress 
would be absent from Washington while Congress is in session. I told 
Mr. Bartlett of the proposed visit of this committee to this area and 
that among the members of the Expenditures Committee would be 
myself and Mr. Shelley, of California, who is also a member of the 
Merchant Marine and Fisheries Committee. Unfortunately, owing to 
illness in his family, Mr. Shelley cannot join us. That explains, and 
you will understand the informality of this hearing. As chairman of 
the Coast Guard subcommittee in the House of Representatives, nat 

urally I am interested in the functions of the Coast Guard and in the 
duties of the Coast Guard with respect to the citizen of the country. 
All my life I have been a great admirer of the Coast Guard. It is one 
of the oldest agencies of the Government. It has a glorious history. 
They have always been fair and just in their dealings with people and 
groups over whom they might have supervision. In times of distress 
we are all anxious to have the assistance of the Coast Guard. T happen 
to be from North Carolina near Cape Hatteras, and I know of the feats 
of heroism that have been performed by the Coast Guard. They are 
men of fine character and ability. They never know when duty calls 
whether they will come back or not, but their idea is to aid. 
We start out on that premise this morning. I don’t know who is the 
spokesman for those who have complaints. Our time will be limited 
because this subcommittee must depart at 12 o’clock; so, I wonld like to 
have whoever speaks for the complainants to take not more than an 
hour and 15 minutes. 


STATEMENT OF J. W. McKINLEY, CHAIRMAN OF CHAMBER OF 
COMMERCE, JUNEAU, ALASKA 


Mr. McKrniry. My name is J. W. McKinley, and I am the chair- 
man of the chamber of commerce committee dealing with this par- 
ticular situation. We have prepared a brief and have several wit- 
nesses concerning this matter. We will try to make the various state- 
ments as short as possible. We are concerned with the transportation 
by small boats and barges in this particular area of southeastern 
Alaska, which you will see here [pointing to map] covers the whole 
of southeastern Alaska. Unfortunately, like other places, we have 
only a few roads around the main towns. There are no connecting 
roads between one site and another and no roads between our cities 
and other outlying places. All of-our transportation between one 
town and another and between the city of Juneau and outlying com- 
munities is necessarily by vessel. I would like to introduce Mr. Robert 
Boochever, who will give you a short summation. 
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STATEMENT OF ROBERT BOOCHEVER, ATTORNEY, JUNEAU, ALASKA 


Mr. Boocurver. My name is Robert Boochever, I am an attorney 
at Juneau, Alaska, and I have prepared a brief on behalf of the 
chamber of commerce. At the outset, the Chamber of Commerce of 
Juneau wishes it understood that we are deeply appreciative of the 
Coast Guard services rendered to us and to the people of this area, 
and we feel that they are doing a great job. We are not criticizing 
their work. We do feel, however, in certain respects and in certain 
interpretations of regulations, that a discrimination is being worked 
on this section of Alaska. Particularly, we refer to the classification 
of inside waters in this area as coastwise or limited coastwise waters. 
As you probably know, the act of 1895 entitled the Secretary of 
Commerce to make a line between the waters of the high seas and 
the inland waters, and that function has subsequently been turned 
over to the United States Coast Guard to designate the line. There 
are numerous acts of Congress which have been passed and which 
pertain as to whether vessels pass beyond that line designated by the 
Coast Guard. We feel that the Coast Guard has interpreted the 
area Which is to be designated coastwise waters in a different light 
here than they have elsewhere and that it works to our detriment. 
We are a section of a community which has no means of communica- 
tions and transportation other than small boats and airplanes. Planes, 
quite obviously, are smal] and can’t handle heavy equipment. We 
peculiarly depend on boat transportation in this area. The effect 
of these regulations has been to limit from use the bottoms that are 
necessary to the isolated communities in this area and, as a result, 
we had a considerable loss of business, of industry, and a considerable 
excessive expenses. We feel, as pointed out in the brief, that the 
regulations of the Coast Guard themselves do not lend to the classifica- 
tion that is being given to our waters. The Coast Guard has pre- 
scribed the general basis and purpose of boundary lines and rules to 
establish the lines between the high seas and inland waters. I would 
like to say we don’t pretend to be experts on Coast Guard regulations. 
We know but a smattering about them, and doubtless the Coast 
(iuard officials can straighten us out on a number of points of it; 
and, as proposed in the Regulations $2.1 of the Coast Guard, it 
states : 




































GENERAL BASIS AND PURPOSE OF BOUNDARY LINES.—By virtue of the authority 
vested in the Commandant of the Coast Guard under section 101 of Reorganiza- 
tion Plan No. 3 of 1946 (11 F. R. 7875), and section 2 of the act of February 19, 
1895, as amended (28 Stat. 672, 33 U. S. C. 151), the regulations in this part are 
prescribed to establish the lines dividing the high seas from rivers, harbors, and 
inland waters in accordance with the intent of the statute and to obtain its correct 
and uniform administration. The waters inshore of the lines described in this 
part are “inland waters” and upon them the inland rules and pilot rules made in 
pursuance thereof apply. The waters outside of the lines described in this part 
are the high seas and upon them the international rules apply. The regulations 
in this part do not apply to the Great Lakes or their connecting and tributary 
waters. 


That act is by Congress, and now the Coast Guard has established 
regulations to determine the line. There has been no specific line 
designated for these waters other than a load line for the Load Line 






















314 FEDERAL SUPPLY MANAGEMENT 


Act, as farasI know. There is a general regulation where no particu- 
lar line is designated and that follows in section 82.2, which states: 

GENERAL RULES FoR INLAND Waters.—At all buoyed entrances from seaward to 
bays, sounds, rivers, or other estuaries for which specific lines are not described 
in this part, the waters inshore of a line approximately parallel with the general 
trend of the shore, drawn through the outermost buoy or other aid to navigation 
of any system of aids, are inland waters, and upon them the inland rules and 
pilot rules made in pursuance thereof apply. * * * 

We take that to mean, if that section was followed, it would result in 
all the waters inside the line running along the outer edge of the shore 
line would be classified as “inland waters,” and we feel that they 
should be classified as “inland waters.” There are numerous harbors 
where a boat could go if there are storms. There is not the situation 
that you have off the Atlantic Ocean or the Pacific coast or off the 
coast of Florida; that is, where a boat may be many miles at sea. We 
don’t have that. We have sheltered harbors at various intervals along 
our waters here. We feel that the classification of these waters as 
“coastwise,” whether it is due to the fact or feeling that they are not 
well chartered, is not any justification to single out this area for a 
different basis of classification than an area in the States. We have 
attached to our brief the Coast Guard charts indicating the line be- 
tween “inland waters” and “high seas” in regard to the States, and it 
can be seen that if a similar rule was taken here our waters would be 
“inland waters.” We feel that if that change in the regulations were 
made it would do a great deal to solve our problems and we would be 
subject to less stringent rules, and less requirements, and our boats 
can operate and serve these communities. In the same connection, the 
Coast Guard has taken the attitude that inside these waters seagoing 
barges must be inspected once a year if over 100 tons; and, if they 
strike the beach, they must be inspected again each time. It happens 
that much of our equipment, and so forth, can only be served to small 
communities through these seagoing barges. Due to the fact this is a 
small pioneer type of community, we don’t have drydocks big enough 
to take these barges. The barges are no different than prior to these 
requirements now. For years they have been doing this service. The 
authority under statute of 1908 (46 U.S. C., sec. 395) states: 

The local inspectors of steamboats shall at least once in every year inspect the 
hull and equipment of every seagoing barge of 100 gross tons or over. * * * 

We contend that barges plying these waters shall not be considered 
as seagoing barges, and we ask to have eliminated such from these 
waters. I have set up all these arguments at more length in this brief. 
I don’t want to take up more of your time at the present. I will submit 
this brief right now; and, if the representatives of the Coast Guard 
would like copies, I will be glad to give you one. 

(Copy of brief accepted by the Coast Guard and marked “Juneau, 
Alaska—Exhibit 1.” See p. 340.) 

Mr. Bonner. Thank you, Mr. Boochever. I would like for the 
record to show that I regret that I overlooked mentioning at the be- 
ginning of this session that I am accompanied by Mr. William Jen- 
nings Bryan Dorn, a Member of the House of Representatives, from 
South Carolina. I also overlooked paying my respects to the admiral 
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of this Coast Guard district who has rendered outstanding and faithful 
service to the Coast Guard. 

Now, Mr. Boochever, you bring up the matter of loss of business due 
to these regulations. Wall you explain further what you mean? 


LOSS OF BUSINESS FROM COAST GUARD REGULATIONS 





Mr. Boocuerver. I can show numerous examples and believe that 
our witnesses will also show such cause. For example, a man has a 
contract to do some work up in Haines. He needs gravel for that job, 
and we have a gravel plant out here, and it would amount to, say, $20,- 
000 worth of business. Due to the fact that he is not allowed to use 
barges, and none of our barges are inspected, it is too costly. He has 
had to give up this business here, and the man in Haines has to arrange 
some other costly means to do his work. That is an example. The 
same applies to lumber camps and the mining industry and every field 
that we have because we are so dependent on water transportation. 

Mr. Bonner. And now about the load line that you mentioned ? 

Mr. Boocuever. In regard to that matter, load line, there is a Load 
Line Act which prescribes that there must be a load line on vessels 
over a certain size where they pass outside the line dividing inland 

vaters from the high seas. That is found in 26 United States Code, 
section 88. The Coast Guard has worked out, I believe, by treaty with 
Canada, a line for the enforcement of this Load Line Act where the 
high seas and inland waters are. In other words, a line inside of which 
a load line is not required. That line, as I understand it, runs along 
the outer shore of eastern Alaska. However, for other purposes, the 
Coast Guard refuses to recognize that line as the line between the high 
seas and inland waters. It seems to me that is highly inconsistent and 
illogical to say it is the line for the Load Line Act and not the line on 
varlous types of other requirement. 

Mr. Bonner. Do you contend that this is the line that designates 
the high-seas area and inland-water area ? 

Mr. Boocuever. That is the line designated for the purpose of the 
Load Line Act. In our opinion, we could operate successfully under 
that line, although we feel that line runs farther inshore than other 
lines off the States. 

Mr. Bonner. Is it customary that this is the line that designates the 
inland waters and the high seas in other areas ? 

Mr. Boocuever. I cannot say because I frankly don’t know the 
regulations other than the fact that the act itself says that is the line 
that decides the high seas from the inland waters, which is, as far as 
I know, the only authority for drawing such a line. 

Mr. Bonner. When did these regulations first become oppressive? 

Mr. Boocuever. I believe that it is accumulative. The regulations 
regarding barges, which is one phase of this, I believe has just become 
oppressive in the last year. Other regulations have been increasing in 
stringency for a period of the last 4 or 5 years. I believe that they 
have been progressing and increased in stringency in their interpreta- 
tion each year. 

Mr. Bonner. Has that been brought on by increased risks? 
94756—52 


22 


316 FEDERAL SUPPLY MANAGEMENT 


Mr. Boocurver. I don’t believe so. There is slightly more activity 
now, I believe, than a few years ago, but it is of the same type and same 
general nature and hasn’t included any greater risks that 1 know of. 

Mr. Bonner. Do you have other witnesses ? 

Mr. Boocnerver. Yes, sir; I will turn this back over to Mr. McKinley 
now, 

Mr. McKintey. I would lke at this time to introduce Mr. Fred 
Kastaugh. 


STATEMENT OF FREDERICK 0. EASTAUGH, ATTORNEY, JUNEAU, 
ALASKA 


Mr. Easravcn. Gentlemen, my name is Frederick Eastaugh. I 
aim an attorney at law, practicing here, and I am appearing here in 
behalf of the Juneau Chamber of Commerce. These witnesses that 
we are about to call do not necessarily reflect the attitude of the chamber 
of commerce. Some of them will be members of the chamber and 
some of them will not be members. However, it is the desire of the 
chamber of commerce to represent all business activities in this area as 
far as wecan. For that reason, we wish to help them in this hearing. 
I also wish to subscribe to the very fine testimonial made by Congress- 
man Bonner as to the Coast Guard, and I also say that the attitude of 
the chamber of commerce is probably best represented by Mr. Booch- 
ever himself. I would first like to present the testimony, by affidavit, 
of one Curtis Shattuck, a partner in an insurance firm, who could not 
be here, if permissible. It concerns a shipment of about $45,000 of 
equipment from Juneau to Biorka Island, and concerns the cost of 
insurance on that shipment. It happens that when the underwriters 
first gave a price on that equipment it came out a one-way premium 
of $450 for insurance on that equipment from Juneau to Biorka via 
barge, approximately 100 miles. Part of that equipment made the 
voyage from Juneau to Fish Bay and then the equipment was added 
to and transported from Fish Bay to Biorka Island. This was a 
small part of the trip, and the equipment being partially transported 
by barge eventually resulted in a one-way premium of $1,356.25. 
There is no inspection of equipment for rafts, and equipment can be 
transported by raft and sometimes it is necessary to do so to escape 
the regulations governing transportation of equipment by barge. I 
would like to present this affidavit, and I also have a copy for the 
Coast Guard. 

(Accepted by the Coast Guard and marked “Juneau (Alaska) 

exhibit 2.” See p. 343.) 

Mr. Bonner. What happened so that the raft had to be used? 

Mr. Easraven. The reason that the raft had to be used, I am not 
sufficiently familiar to state, but the fact is that it was purely by 
reason of the Coast Guard regulations that the raft had to be used 
and resorted to. The main point of this exhibit is the increased cost 
of the insurance by raft. Had there been no regulations, it would 
have been transported by barge to Biorka Island. 

Mr. Bonner. What were the regulations that kept it from being 
transported by barge? 


q 
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Mr. Easraven. I believe that it ties in with that point on seagoing 
barges—that is, the inspection of seagoing barges—and also the re- 
quirements of inspection each time they are beached. 

Mr. Bonner. I would like to have in the record what you mean 
by the term “beached.” Please develop that. 


BEACHING OF SEAGOING BARGES 


Mr. Eastrauen. As far as I know, it is whenever a seagoing barge 
touches a beach it must be inspected. I believe that comes under what 
they call a marine casualty and requires inspection. Customarily 
in southeastern Alaska, barges are built tough and heavy, just for 
that purpose of being beached, so that ramps can be run down to them 
on the beach and then use the motive power of equipment such as 
a catterpillar, dispatch the barge load, or, if it is small equipment, 
to carry it off in small wheel vehicles. 

Mr. Bonner. What takes place in this beaching? 

Mr. Easraucu. There are actually no other means of transporta- 
tion in most of southeastern Alaska. We have very few ports and, 
naturally, very few docks. When we have a logging operation or 
a mining operation, that is when they need equipment going to some 
place where there are no docks. It is the only means of dispatching 
argo. 

Mr. Bonner. You mean you take the barge to the edge of the shore 
and unload it? 

Mr. Eastavucnu. That is correct; it is a feasible and natural means 
of taking equipment between points of Alaska. It is usually done 
at low tide, and when the tide rises the barge then is floated off and 
taken elsewhere. I believe at this time I would like to call on a wit- 
ness or so. At this time I would like to call Francis Hyde. Will you 
please come down to the rostrum, Mr. Hyde? While Mr. Hyde is 
coming down here, I would like to state that Mr. Hyde is the owner 
and operator of the mail boat Aegér, running between Juneau and 
Pelican. The Aegir is a gasoline motorboat of 52 feet over-all length. 
May I present Mr. Hyde. 


STATEMENT OF FRANCIS C. HYDE, OWNER OF MOTORBOAT “AEGIR,” 
JUNEAU, ALASKA 


Mr. Hypge. My name is Francis C. Hyde, Iam from Juneau, Alaska. 
I am the owner and operator of the motorboat Aegir. 

Mr. Bonner. Are you a licensed pilot? 

Mr. Hyper. That is correct, sir. The gross tonnage is 24, and the 
net is 20. Since July 1, 1950, I have been under contract by the Post 
Office Department, carrying mail between Juneau and Pelican, 
Alaska. 

Mr. Bonner. How far is that? 

Mr. Hypr. About 106 miles. 

Mr. Bonner. How long does it take you to make that trip? 

Mr. Hypr. During the summer months, about 3 days. 

Mr. Bonner. How many crew members do you have on your ship? 

Mr. Hyper. We are two. 
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Mr. Bonner. You—and what is the other gentleman ? 

Mr. Hyper. A deck hand. 

Mr. Bonner. Your boat is propelled how ? 

Mr. Hype. By gasoline power. 

Mr. Bonner. Diesel ? 

Mr. Hype. No, sir; gasoline. At the outset I would like to say 
this 

Mr. Bonner. How long have you had this contract ? 

Mr. Hype. Since July 1, 1950. 

Mr. Bonner. Was that a new route at that time? 

Mr. Hyver. No, sir. 

Mr. Bonner. The mail had been previously carried by some other 
vessel ? 

Mr. Hype. Yes, sir. 

Mr. Bonner. How long had the route been established ? 

Mr. Hyper. For many years, I cannot tell you the exact number. 
At the outset I would like to say that at all times I have found the 
Coast Guard men to be of very high caliber and competent and 
courteous, and reasonable at all times. I have the most respect for 
them. These gentlemen are the enforcement officers and are bound | 
to follow the regulations from their headquarters. I realize that 
they have to go by the book pretty close. I have no personal gripe 
or ill feeling toward them. Because of this motorboat act, it was 
necessary to obtain a certificate or license from the Coast Guard and 
an examination was made by the Coast Guard and several changes 
were required. The most expensive requirements were, first, the 
purchase of a six-man life raft at a cost of $115 

Mr. Bonner. Do you carry passengers? 

Mr. Hype. No, sir; only freight. The life raft had to be a par- 
ticular type and pass the approval of the Coast Guard. The second 
thing was, a complete new electric wiring throughout with heavy in- 
sulation and fixtures at the cost of approximately $500. In addition 
to the life raft I carried a lifeboat, but it was not the approved type, 
but it was sturdy and suitable for ordinary use. During the late 
spring of 1951, I was informed by Commander Hawley of the Coast 
Guard inspection office that new regulations had been issued and that 
the life raft and the lifeboat then in use were not now acceptable, 
and that a lifeboat of an approved type would have to be installed. 
My annual inspection was up in July 1951 and I immediately searched 
out a place where a lifeboat that would be approved by the Coast 
Guard could be purchased, none of which indie be had on the west 
coast. I finally placed an order with the Marine Safety Corp., of 
Point Pleasant, N. J., for a fully approved Coast Guard lifeboat, a 
six-person size and that lifeboat was received at Juneau and it was 
stencilled on October 18, 1951, in the presence of Lieutenant Com- 
mander Talfourd, the inspector of the Coast Guard. This lifeboat 
was examined and tested with the full weight of six persons aboard, 
which is the requirements of the Coast Guard. During this test, the 
lifeboat, by accident, and I aim glad that the accident occurred, as 
it showed the type of lifeboat that it was. The lifeboat was dropped 
31% feet with a full load aboard in the water and on the rebound it 
gracefully capsized. 

Mr. Bonner. How much did the lifeboat cost ? 
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Mr. Hype. Delivered here and installed, it was approximately 
$1,500. 

Mr. Bonner. Was it guaranteed to meet the specifications ? 

Mr. Hypr. It was, and I have copies of blueprints and specifica- 
tions that were approved by the Coast Guard and it bears the Coast 
Guard stamp of approval. 

Mr.:Bonner. Did you have to pay for it? 

Mr. Hype. Yes, sir. 

Mr. Bonner. What happened after it capsized; was it approved or 
condemned ? 

Mr. Hyper. Neither one, so far. The Coast Guard has not ruled on 
it. I don’t know whether they will accept or reject it. 

Mr. Bonner. Was that boat recommended by the Coast Guard for 
purchase ? 

Mr. Hype. The Coast Guard does not recommend the purchase from 
any particular company. The Coast Guard approves items from 
manufacturers to meet the established requirements. This lifeboat 
had the approval of the Coast Guard. I feel that under the cireum- 
stances, and for the use of which it was intended, that an ordinary 
sturdy, round-bottom skiff, together with a life raft, would have been 
adequate for these inland waters. 

Mr. Bonner. Do you get outside? 

Mr. Hypr. No, sir. 

Mr. Bonner. You are behind islands all the time? 

Mr. Hyper. Inside waters all the time, behind islands, ves, sir, islands 
and channels. The boat was approved for service on the sheltered 
waters and inland waters between Prince Ruppert and Cape Spencer. 
I feel that the sheltered and inland waters of southeastern Alaska are 
and should be definitely defined as “inland waters” instead of coast- 
wise, thereby permitting a more reasonable and less «xpensive means 
for small boat operators. 

Mr. Dorn. Are you away from land 3 or 4 miles? 

Mr. Hype. The only time would be crossing a strait or canal, a place 
something like 8 or 10 miles in length, and T might be as much as 5 
miles from shore, but as a general rule, I would only be 114 or 2 miles 
from shore. 

Mr. Dorn. How high does the sea get at times? 

Mr. Hyper. During the winters we have a fairly tough sea and when 
the Taku blows it is rather bad. 

Mr. McKrntey. The cable required by the Coast Guard, is it the 
heavy type insulated cable? 

Mr. Hypr. Heavy type about three-quarters of an inch or inch in 
diameter. 

Mr. Bonner. Is this cable in connection with the motor ? 

Mr. Hype. No, sir, for electric work, for lights. 

Mr. Bonner. You mean your running lights? 

Mr. Hypr. Yes, sir. 

Mr. McKintry. What voltage is your boat? 

Mr. Hype. Thirty-two. 

Mr. McKrntey. Is the cable hard to get? 

Mr. Hyper. Yes, sir. 

Mr. McKrntry. Is it very expensive? 

Mr. Hypr. Yes, sir. 
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Mr. McKix.iry. When you wired your boat yourself prior to the 
installation of the heavy cable, how much did the wiring cost you ¢ 

Mr. Hyper. I did much of it myself, it cost $50 or $60. 

Mr. McKintey. How much did it cost, according to the regulations} 

Mr. Hype. It exceeded $500. 

Mr. McKinney. Had you ever had trouble previously ¢ 

Mr. Hypr. Never. 

Mr. McKintry. How long have you owned the Aegir? 

Mr. Hype. Since January 1942. 

Mr. McKiniey. How many years experience have you had at sea / 

Mr. Hype. Since 1940, in Alaska. 

Mr. McKrntey. Have you had experience in addition to that? 

Mr. Hype. My record with the Coast Guard for license purposes lias 
been since 1940. : 

Mr. Bonner. What kind of work were you doing before that / 

Mr. Hype. Halibut and Tuna fishing. 

Mr. Bonner. Was that at sea or inland waters? 

Mr. Hype. Both inland and outside. 

Mr. Bonner. Thank you very much, that will be all. 

Mr: Bonner. Please give your name and identify yourself for the 
record. 


STATEMENT OF WALLACE WESTFALL, LOGGING OPERATOR, 
JUNEAU, ALASKA 


Mr. Westra. Wallace Westfall, I am a logging operator. I am 
not a boat owner or operator, I am only a man that requires their 
services to transport equipment to logging camps. This regulation 
that has started since the first of the year has made it so that I can’t 
transport or hire anyone to transport groceries or supplies to my 
camps. The reason for that supply proposition is the fact that any 
boat coming to camp and hauling groceries, has to be an inspected 
boat, and we don’t have them. The only ones are on the regular runs 
and they cannot supply your needs in any way, shape, or form. For 
that reason we have been curtailed very much this year in our mining 
supplies and equipment. 

Mr. Bonner. That is your full statement ? 

Mr. WestFatu. Yes, sir. 

Mr. Bonner. Do I understand that you operate and conduct log- 
ging operations ¢ 

Mr. Westraty. That is right. 

Mr. Bonner. You contract for boat service ? 

Mr. Westra. Yes, sir. 

Mr. Bonner. You don’t operate boats yourself? 

Mr. Westraty. No, sir. 

Mr. Bonner. You charter? 

Mr. Westratu. Yes, sir; but I have been unable to lately. I will 
have to go in the boat business myself to stay in the logging business. 

Mr. Bonner. You charter boats for what purpose ? 

Mr. Westraty. To haul equipment from one place or another and 
to supply the camps with the necessary supplies, groceries, fuel, and 
such supplies. 

Mr. Bonner. You charter boats to tow log rafts ? 
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Mr. Westrauu. I don’t do any towing, the logs are sold at the 
water’s edge. This barge business has hurt us toa large extent because 
a lot of equipment that we have to move from one place to another 
camp—— 

Mr. Bonner. Give me a description of this barge business. 


OPERATION OF BARGE BUSINESS 


Mr. WestraLL. Previously we have had service here and we had 
pieces of equipment moved and they come and load the equipment 
and take it for us. 

Mr. Bonner. How would they go about it ? 

Mr. Wesrraut. They bring the barge up on high tide to a level 
beach, a sandy beach, and when the tide goes out, they load a ramp 
up and move the equipment. Now we cannot do that; every time the 
barge touches the beach it has to be inspected. 

Mr. Bonner. You don’t have any drydocks? 

Mr. Westrauy. That is right. 

Mr. Bonner. What do these barges cost ? 

Mr. Westra.u. I would say about $25,000. 

Mr. Bonner. The man who owns this barge, is he very zealous as to 
where the barge lands? 

Mr. WestFALL. Yes, sir; that is right. 

Mr. Bonner. He wouldn't put the barge up on a rocky beach, would 
he? 

Mr. Westratu. Absolutely not. 

Mr. Dorn. In that connection, during that time, do you know of 
any accidents or losses of machinery during that time which necessi- 
tated the change of regulations ? 

Mr. Westra. I have never known of an accident, and the insur- 
ance company has insurance on that, and they allow for that. 

Mr. Bonner. The insurance company insures the barges knowing 
that this is the custom and this practice is taking place / 

Mr. Westrauy. They insure the equipment that goes on it. 

Mr. Bonner. Knowing the manner in which it is loaded? 

Mr. Westrauy. That is right. 

Mr. Bonner. Is the barge insured ? 

Mr. Westra. I couldn’t tell you, all we have to do as operators 
here is to phone the insurance company and tell them we are moving it. 

Mr. Bonner. If you can’t get a boat to take the supplies to camp, 
what do you do? 

Mr. Westra. I do without. 

Mr. Bonner. Do you raft the logs yourself, or does the contractor 
that you sell the logs to, does he send a tug boat for them / 

Mr. Westrauu. That is right; the contractor does it himself. 

Mr. Bonner. Where does the boat come from ¢ 

Mr. Westrauu. From Sitka, or wherever he happens to be. 

Mr. Bonner. And he drops supplies off ¢ 

Mr. Westra. He used to, but he can’t now. 

Mr. Bonner. He used to? 

Mr. Westra. Yes, sir; last year. 

Mr. Bonner. It has been a custom when the tug boats came to get 
a raft of logs to bring supplies to the logging force? 
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Mr. Wesrrauu. Yes, sir; booms, chains, and any supplies we needed. 

Mr. Bonner. For the last year, on acount of the rules, the tug 
doesn’t bring them ? 

Mr. Westra... That is right. 

Mr. Bonner. What rules? 

Mr. Westratu. The fact that the boat is an inspected boat and is 
not licensed to carry equipment. 

Mr. Bonner. Do you pay for that service? 

Mr. Westra. That is right; yes, sir; a very nominal amount, 
that wasn’t considered an exception, bringing supplies and towing 
a raft was not considered all one operation; he got paid separately 
for the raft and separate for the supplies. 

Mr. Easraueu. I would like to ask Mr. Westfall if you have gone to 
any expense as a result of this regulation in bringing supplies to camp ‘ 

Mr. Westratu. Yes, sir; I have gone to a great deal of expense to 
bring supplies to camp; I had to buy an airplane to get the necessary 
groceries and meats. 

Mr. Easraucu. Even after undergoing those expenses did your 
men have any hardships in camp by doing without supplies? 

Mr. Westratu. They have; there was a period of a week we couldn't 
make a landing there and we couldn’t get a boat and we were without 
fresh meat all last week. The biggest thing has been the moving of 
equipment; we haven’t been able to move any equipment, heavy equip- 
ment. 

Mr. Easraueu. Has that affected the cost of your operations, and 
will that have an effect in the cost of logs and lumber in defense work ? 

Mr. Westra. It reflects in the cost of operations and has caused 
a raise in price of logs because we had to. 

Mr. Bonner. Thank you very much. 


STATEMENT OF GEORGE BAGGEN, JR., TUG OPERATOR, JUNEAU, 
ALASKA 


Mr. Baccen. My name is George Baggen, Jr., and we operate a 
couple of small tugs primarily towing lumber and logs for the saw 
mills. The way the regulations are, we have had nothing to do, or 
very little, on account of we were not in the freighting business. The 
Coast Guard had nothing to do with us; the inspection and things 
didn’t apply to us. 

Mr. Bonner. What size is your vessel ? 

Mr. Baacoen. 50 or 55 feet and 60 feet long, 30 to 40 gross tons. 

Mr. Bonner. How much of a crew? 

Mr. Baccen. Three men. 

Mr. Bonner. How is it propelled ? 

Mr. Baccen. Diesel. The only two things that we had trouble with, 
is the barge business this year; we used this barge for years and years 
and also to barge for other people. 

Mr. Bonner. You operate barges yourself? 

Mr. Baccen. We own one barge, we usually tow barges that belong 
to other people, such as saw mills, ete. This year suddenly the regu- 
lations came around and we couldn’t use the barge; we knew that a 
seagoing barge had to be inspected. We worked on the assumption 
that it was inland waters and never gave the matter any thought unt! 
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suddenly we were told that the barge would have to be inspected to be 
used. There are some things that make it kind of hard to use an 
inspected barge the way we do. Practically everything we haul is 
heavy and is landed awkward and placed on the beach to be loaded or 
unloaded. That is the main advantage of the barge to get away from 
the need of having to dock. Then there was the one other point that 
Mr. Westfall made, if it could be arranged that incidentally we could 
put whatever supplies that were needed for the camps, it could be done 
very much more economically. In the summertime we are the only 
ones that come by these camps without special arrangements. How- 
ever, our main problem is the barge inspection. 

Mr. Bonner. How long have you been operating ? 

Mr. Baccen. Ten or fifteen years, myself, and my father before me. 

Mr. Bonner. How many barges have you lost ? 

Mr. Baacen. None. 

Mr. Bonner. How old is the barge that you own ? 

Mr. Baceen. Pretty old; it was built in 1912. 

Mr. Bonner. Out of what type of timber ? 

Mr. Baccen. Fir; it is strong construction. We have never had 
any difficulty no matter how heavy a load we put on it, such as gravel 
towed to Petersburg; we had no trouble with that. I would not at- 
tempt to have it classified as a seagoing barge; nevertheless, it is a 
valuable piece of equipment. 

Mr. Bonner. How much is it worth ? 

Mr. Baccen. I imagine it would cost between $30,000 and $40,000. 

Mr. Bonner. How old is this barge you operate ? 

Mr. BaGcEen. 39 years. 

Mr. Bonner. What is the thickness of it ? 

Mr. Baccen. Well it would be described as heavy timber. The 
barge construction is pretty well standardized. ‘There are three bulk- 
heads and they are 4-inch timbers 

Mr. Bonner. What do you call the end construction, what size 
timber ? 

Mr. Baccen. They are heavier, about a foot thick, the bulkhead 
probably 10 by 10 or 12 by 12. 

Mr. Bonner. The timber is 10 by 10? 

Mr. Baacen. I believe so, yes, sir. 

Mr. Bonner. What do you have to pump the barge ? 

Mr. Baacen. A portable pump. 

Mr. Bonner. A hand pump? 

Mr. Baccen. A gasoline pump. 

Mr. Bonner. The barge is seaworthy ? 

Mr. Bagcen. Yet, sir. 

Mr. Bonner. The load was carried on deck ? 

Mr. Baaaren. Yes, sir; nothing was carried inside. 

Mr. Bonner. How often is it customary to haul the barge out for 
repairs ? ; 

Mr. Baccen. We have to turn it over; we have no ways to put it on, 
that is gridirons to set it on to get underneath it. We roll the barge 
over upside down. 

Mr. Bonner. How? 

_ Mr. Baccrn. We fill it with water and take two tugs and pull it over, 
it floats up and we recaulk the bottom, we clean it and paint it. Two 
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years ago we turned it over and fixed the bottom of it, about $4,000 
worth. This year we haven’t used it or turned it over yet. It has to 
be done annually at least. 

Mr. Bonner. This beaching pri 
much has it worn the bottom ? 

Mr. Bagcen. It didn’t wear the bottom at all. We have timbers 
under the bottom of the barge, running the length of the barge, to 
protect the bottom, outside of the planking. 

Mr. Bonner. Sort of a keel? 

Mr. Baacen. Yes, sir; not very thick, and it doesn’t wear it at all, 
although there is a possibility that it might get away and do some 
damage, but there would be no damage that you wouldn’t know about, 

Mr. Bonner. How often do you have to recaulk the barge? 

Mr. Baacen. It has to be worked on every year, some part of it, at 
least. 

Mr. Bonner. It has been a faithful old barge, hasn’t it ? 

Mr. Baccen. Yes, sir. 

Mr. Bonner. It has marched through the progress of Alaska, ana 
now has to be put out of business by modern ways. Did you ever lose 
anything on it, or anybody ? 

Mr. Baacen. No, sir. 

Mr. Bonner. Did you ever have anybody lose their life? 

Mr. Baacrn. No, sir. 

Mr. Bonner. Let me mention at this time that Congressman George 
Meader, of Michigan, has now joined us and is sitting in as a member 
of this committee. 

Mr. Boocnever. As you are operating, if you had been able to oper- 
ate this year, would it have been different than in former years ? 

Mr. Baccen. This year we could have expanded our operations quite 
a bit, as far as the barge is concerned. The business was available for 
considerable more barge traffic. We could have doubled our gravel 
hauling and other things, such as moving machinery. 

Mr. Boocurver. What gravel hauling would you have done if you 
had been able to use your barge? 

Mr. Baccen. I think it was about 12,000 yards from here to Haines. 

Mr. Boocurver. Do you know whether they were able to move the 
gravel from here to Haines? 

Mr. Baccren. I am sure that they were not. 

Mr. Boocnerver. Do you know what they had to do at Haines for the 
lack of gravel? 

Mr. Baccen. They had to set up their own crushing plant. 

Mr. Boocurver. Was that an expensive operation ? 

Mr. Baccen. Undoubtedly it was. I don’t know the cost. 

Mr. Boocuever. Did you attempt to use your barge at all this 
season ? 

Mr. Baccren. Yes, sir; I used it earlier in the year, but it was not 
until May that we found out we could not use it. 

Mr. Boocurver. Why were you forced to quit using it? 

Mr. Baccen. We were informed that it was necessary to have it 
inspected and the reason that it needed inspection was that we were 
classed as coastal waters rather than inland waters, that we had 
always taken for granted. 


om your experience, how 











FEDERAL SUPPLY MANAGEMENT 325 


Mr. Boocuever. Was any penalty assessed against you, like in pre- 

vious years ? 

Mr. Baccen. Yes, sir; we made a trip with our barge, of course tnat 
was done to have a ase, a test case that we believe we were right, that 
we didn’t believe that we needed to have the barge inspected, so we 
purposely made the trip for the Coast Guard with a load of machinery 
to get a test case. 

Mr. Boocuerver. Has that case ever been brought up? 

Mr. Bacgen. No, sir, it was on May 15, in fact it has been so long 
that if we had been depending on the barge for a livelihood and the 
length of time that is taken to settle anything, we would have been 
out of business. 

Mr. Dorn. How much money have you lost by this? Since you 
couldn’t operate it, could you give us an idea as to how much you lost 
in income ? 

Mr. Baaoen. It is very hard to say, our gross with the barge was 
probably for the last 4 years better than $8,000. This year we had 
reason to believe it would have been more, you can’t tell always. The 
barge is really not the main part of our business, but it is a valuable 
part. We had rather not use the barge at all in one way, but if they 

can’t get the machinery out here we can’t get logs rolling, that is the 
reason that we use it to move the equipment. 

Mr. Bonner. Thank you very much, that is all. 

( Witness excused and another witness takes stand to testify. ) 


STATEMENT OF R. J. SOMMERS, PRESIDENT, R. J. SOMMERS 
CONSTRUCTION CO., JUNEAU, ALASKA 


Mr. Sommers. My name is R. J. Sommers of Juneau, Alaska. I 
am the president of the R. J. Sommers Construction Co. 

Mr. Bonner. What do you know about our subject here, merchant 
inspection ? 

Mr. Sommers. My experience has heen very limited 

Mr. Bonner. You are not in the business / 

Mr. Sommers. I am not in the transportation business, but I was 

Mr. Bonner. Do you employ people in the transportation business ? 

Mr. Somers. I did. I had the occasion to take over the Haines 
Ferry this spring, which was operated for the carrying of cars between 
here and Haines. I became involved in it to save it from financial 
difficulties. We brought it up here and I spent about $17,000 repair- 
ing it and getting it ready. We brought it up here and I had hoped 
to be able to do some work with it. The question arose here, under 
the regulations, I think there has been some confusion about beaching, 
or beaching barges or beaching any type of vessel. What is meant by 
it is that you put a barge with a piece of machinery, usually, at high 
tide, on a smooth beach. The tide will recede and your barge, or 
whatever the conveyance is, will be high and dry. You will then 
build a ramp wherein you can unload the barge and load it. When 
the tide comes back in, your barge, or whatever it may be, will move 
off shore. That is the inland-water operations. It is practical to 
do it because you are in protected waters. I think that the regulation, 
which is the reason for this hearing, I think that the regulation itself 
should be questioned. I think for the general benefit and economy 
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of this area, we should be designated as inland waters or protected 
waters. We have operated under that assumption for many years 
until these present regulations were finally enforced. 

Mr. Bonner. Is this a highly connected area ? 

Mr. Sommers. Yes, sir; it is, it connects with the Haines Highway 
which connects with Fairbanks, and so forth. 

Mr. Bonner. You spent $17,000 getting this ferry ready. Whit 
happened then ? 

Mr. Sommers. The Territory operates it. 

Mr. Bonner. The Territory of Alaska? 

Mr. Sommers. Oh yes, sir; we brought the ferry back up here. 

Mr. Bonner. Had the ferry operated before ? 

Mr. Sommers. It was operating before—last year, I think it started, 
or the year before, but we brought it back up here this spring and 
after rebuilding it and improved it in order to operate it, but unless 
we get inland designation, it could not be done economically enough 
to pay expenses, and as a result of that, I discontinued its operation, 

Mr. Bonner. Now you don’t have it? 

Mr. Sommers. I was facing a loss and the Territorial Board of 
Commissioners then came in and took the ferry off my hands and paid 
me the money I put into it. They took it off and are operating it 
themselves. 

Mr. Bonner. What is the distance that ferry goes? 

Mr. Sommers. I believe it is about 60 miles. 

Mr. Bonner. Can you drive from Juneau to this point? 

Mr. Sommers. No, sir. 

Mr. Bonner. Before the regulations took effect, how many people 
did it require to operate the ferry ? 

Mr. Sommers. I don’t think it operated before the regulations took 
effect. We were required under the regulations to carry six certified 
personnel. 

Mr. Bonner. This ferry did not operate before this regulation went 
into effect ? 

Mr. Sommers. I don’t think it did. They operated the year before, 
but the regulations were not enforced. 

Mr. Bonner. How is the ferry propelled? 

Mr. Sommers. Diesel, it has its own power, it is an L. S. T., it has 
an apron. 

Mr. Bonner. Steel constructed boat? 

Mr. Sommers. Yes, sir; an Army boat. 

Mr. Bonner. What is the size? 

Mr. Sommers. I think 150 tons, 105 feet long and a 30-foot beam. 
It isa practical boat. We had hoped that we would be able to do some 
related work with it and land on beaches and move some of this logging 
equipment, ete., which is essential to the logging industry. We had 
hoped to be able to use that boat for that kind of work. 

{r. Bonner. In conjunction with the ferry operations? 

Mr. Sommers. Yes, sir; but the regulations provide that it would 
have to be inspected after each operation because you would have to 
ground it on the beach, which, of course, cut us out of it. 

Mr. Bonner. The Territory is now operating it ¢ 

Mr. Sommers. Yes, sir. 

Mr. Bonner. Did they have it inspected ? 
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Mr. Sommers. They have two ramps at each end, and they only 
ferry. 

Mr. Bonner. They don’t beach the ferry ? 

Mr. Somers. No, sir; they run it up to the wooden ramp and let 
the apron down. 

Mr. Bonner. Thank you very much for your testimony. 


STATEMENT OF G. E. HAMILTON, LOGGING SUPERINTENDENT, 
JUNEAU, ALASKA 


Mr. Hamunron. My name is G. E. Hamilton, a logging superin- 
tendent of a lumber company at Juneau. The main way that this 
regulation of the Coast Guard affects the lumber company and hurts 
us, is that when we want to take logging equipment, small stuff down, 
say on a boat or raft, to one of these camps, we are not allowed to do 
so. We have to send it by some other means and it is more costly. 
We have barges around—we have one wooden barge and we haul lum- 
ber to Sitka, we take the lumber by wooden barge to Sitka and there 
put it on steel barges for the rest of the way and ship it to retail 
yards. Since we have only one of these wooden barges that does meet 
the inspection, we don’t ship very often. 

Mr. Bonner. How did you arrange to meet the inspection ? 

Mr. Hamitron. We put a new bottom on the barge and made gen- 
eral repairs. 

Mr. Bonner. Do you beach the barge? 

Mr. Hamiuron. Yes, sir; we beach it, we don’t beach it in Juneau, 
we take it alongside the dock here, but in Sitka it has to be beached 
alongside of that dock. 

Mr. Bonner. Where did you get it inspected ? 

Mr. Hamirron. Back here—I am not too clear on all this 

Mr. Bonner. If you are not too clear, we had better not take your 
testimony—thank you very much. 


STATEMENT OF WALTER SPERL, OWNER OF MOTORBOAT “YAKOBI,” 
JUNEAU, ALASKA 


Mr. Srert. My name is Walter Sperl and I am captain and owner 
of the mail, freight, and passenger boat Yakob/, 50 feet long, gross 
tonnage is22. Our route travels southeastern Alaska about a distance 
of 500 miles each week the year round. We take freight, mail, and 
passengers, whatever these people who live around here need, and we 
carry a total of eight passengers and two crew. I have written up 
something here that 1 would like to read and if there are any questions 
I will try to answer them. 

(Copy of this written statement is attached hereto as exhibit 3.) 

Mr. Bonner. That is your statement ? 

Mr. Speru. Yes, sir. 

Mr. Bonner. How is it going to force you out of business? You are 
carrying freight and passengers—you are operating now—is there 
anything to keep you from operating ? 

Mr. Speru. At the present time the regulations have not stopped me 
yet, but they are very expensive. 

Mr. Bonner. Are you having to do any more now ? 
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Mr. Sper. I practically built this boat, and I put in good lead 
wiring. At this last inspection I was told that I had to remove al! 
my present wiring and replace it with the type of wiring that tl. 
Aegir had to put in, and the estimated bid on the job is $700. 

Mr. Bonner. How much do you get for your mail contract? 

Mr. Sprerv. $17,000 a year, but our operations run over $1,000 a 
month, our passengers and freight fluctuate. 

Mr. Bonner. What is the age of the boat? 

Mr. Sper. It was built about 1927 in Juneau: it was built fo. 
Bering Sea work, and it was rebuilt in 1937. 

Mr. Bonner. If you are carrying passengers, if the Government 
is giving you permission to carry passengers, it has to protect thie 
lives of the passengers on the water. 

Mr. Srerw. It has been in operation for 30 years in this area and as 
far as I know, it has a very good record. 

Mr. Bonner. Did you ever have an accident ? 

Mr. Sper. I believe in 1926 that there was a casualty here, the 
boat iced up—but that could have happened to the best of boats, it 
was not due to any misconstruction of the boat. I would like to men. 
tion one other thing. At the present time I am permitted to carry 
a life raft, but there may be a time that I am forced to carry a lifeboat. 
Sometimes I have several passengers, but by carrying a lifeboat, the 
boat is not built to carry one, I would have to reconstruct the boat to 
carry a lifeboat; there is no room for one. ‘To carry one of the life- 
boats I would have to cut in my passenger capacity, and make it less. 
I would like to mention another regulation that makes it difficult. 
For many years the people have shipped all their supplies by freight, 
and then they are fixed up for the winter, but now I tell them that 
I can’t take the gasoline for them together with them, which has been 
done for many years. They can’t understand why I can’t bring thie 
gasoline to them. I cover a large area of southeast Alaska and we 
need a larger boat; in time our services will be expanded, but we are 
afraid to plan anything 
. Mr. Dorn. I wouldn’t let you carry gasoline and passengers on « 

oat. 

Mr. Sprerut. We do carry gasoline on the boat to start the Diese! 
with. 

Mr. Bonner. Thank you very much. That will be all. If I were 
conducting a formal hearing for the Merchant Marine Committee, | 
would sit all day, but I have to leave today, but since this gentleman 
is from another town, I will listen to his testimony. 


STATEMENT OF 0. R. RUTHERFORD, CHAMBER OF COMMERCE. 
SITKA, ALASKA 


Mr. Rutruerrorp. My name is O. R. Rutherford, and I am from 
Sitka, from the chamber of commerce there. All I wanted to say 
was that we have looked over the brief and we are in full agreement 
with it. That is all I have to say. 

Mr. Bonner. You were going to submit a statement? 

Mr. Ruruerrorp. We can submit a statement; yes, sir. 

Mr. Bonner. The testimony here covers the situation that exists in 
your town ¢ 
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Mr. Rutuerrorp. That is correct. 
Mr. Bonner. Well, thank you very much. We appreciate your ap- 
pearance before us. 


STATEMENT OF EARL OHMER, PRESIDENT, CHAMBER OF 
COMMERCE, PETERSBURG, ALASKA 


Mr. Oumer. My name is Earl Ohmer, I am from Petersburg, 
Alaska. I am president of the chamber of commerce there and I am 
representing the vessel owners and deep-sea fishermen and public 
schools. 

Mr. Bonner. How long have you lived in Alaska? 

Mr. Oumer. Since the spring of 1915. 

Mr. Bonner. You were going to file a statement? 

Mr. Oumer. No, sir. 

Mr. Bonner. The testimony that has been given practically covers 
what you have to tell us / 

Mr. Oumer. Yes, sir. 

Mr. Bonner. Is there any industry here or any commerce here that 
takes the opposite position; for instance, if you declared the area in- 
land, what effect would it have on some other business around here, 
if any? 

Mr. Oumer. It would have the same effect down there on us as here. 
as stated by the other witnesses. 

Mr. Bonner. Is there any other industry or witness that the 
changing of the designation would affect ¢ 

Mr. Oumer. Not that I know of, sir. 

Mr. Bonner. Well, thank you very much, that will be all. 


STATEMENT OF RALPH REISCHL, FORMER CHARTER-BOAT 
OPERATOR, SOUTHEASTERN ALASKA 


Mr. Retscuni. My name is Ralph Reischl. For many years | have 
been a charterer. I was a charter-boat operator in southeastern Alaska 
for a period of 14 years and I have lived here 20 years or more. I have 
a business that I consider a legitimate business. 

Mr. Bonner. Are you in business now ? 

Mr. Retscui. Iam not. When the heat and pressure was put on, 4 
walked away from it. 

Mr. Bonner. How long ago? 

Mr. Reiscun. Two years ago. I want to bring out one point. I hear 
it stressed that this is a safety measure, the inspection of boats and the 
stringent regulations that are being enforced. I understand that the 
only boats being bothered are boats 15 tons or over. The small boats 
apparently operate with perfect impunity. They need only life pre- 
servers and fire equipment. My belief is, and it seems to me logical to 
assume that the boat safety should be increased with the size and 
stability of the vessel. I have seen boats here, in Juneau, that were not 
safe to cross the channel, I have seen them haul 30 or 40 passengers. 
This was in the earlier days, and I believe that practices like that 
should stop. I contend that the smaller boats are just crowded with 
passengers, and that it is not fair to put a penalty on a man operating a 
boat as a business, his sole means of livelihood, and thus block him 
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from making a living, and still allow a person that is gainfully ei. 
ployed otherwise, to operate merely because he has a small vessel. 

I would like to bring out that the life raft that you gentlemen ce- 
mand we carry, that is a tin can, 30 inches square, and it is certified to bo 
a raft for eight passengers. We had a life raft, Navy-approved life 
raft, 7 feet long, approximately 44 inches wide, doughnut-shape life 
raft. It has a netting and a floor board in it. You can stay inside of 
it. It has propeller service. I submit to you that there is not one man 
in this room today could stay in the bay for 2 hours hanging on to that 
tin can, It is a can, 30 inches square and has handles along the side, 
it has sharp edges, and to support yourself, you hang on the line. | 
would like for a safety measure to see that eliminated. I-am not inter- 
ested in the business any more. I have quit the vessel business. | 
believe that the present personnel of the Coast Guard enforcing these 
regulations are gentlemen. We have had a character up here that 
was not. 

Mr. Bonner. In your years of operation, did you ever lose any of 
your barges ¢ 

Mr. Retscut. I operated barges, I operated two of them, I have never 
had one damaged by beaching. I have moved oil, machinery, lumber 
equipment of all sorts. I have never lost a single article off a barge. 
I have never had an accident with a barge. When I was in the char- 
tering business I worked for the Coast Guard, they don’t know about 
itnow. They hadnoboatsupherethen. I carried mail on contract to 
various islands. I gave them good service, and I gave it to them for 
a good price and better than they could deliver it ; for. They didn’t 
have their vessels here at that time. I based my boat 28 miles off 
Juneau. I did a lot of work at that time for the Coast Guard, such 
as the Coast Guard is doing now. I towed disabled vessels at day 
and night. I do believe that it is too bad that these boats have been 
eliminated from business simply because these ideas were not con- 
sidered set—the boat was built, the builder did not incorporate these 
ideas in his plans. I would suggest that these regulations be modified 
somewhat, be more elastic and not so stringently enforced. That the 
boat owners who have these boats and their life savings invested in 
them and it is all they know what to do is operate the boat, that they 
be allowed to continue, and when new boats are built, these ideas could 
be incorporated in them. 

Mr. Bonner. This barge business is peculiarly local to this Alaskan 
area, isn’t it? 

Mr. Reiscuu. To my knowledge; yes, sir. 

Mr. Bonner. When these barges were built and there was invested 
in them $25,000 or $40,000, they ‘tried to build them so they would be 
substantial and secure ? 

Mr. Rertscuz. That is correct. 

Mr. Bonner. It has been testified here that one of these barges is 
30 years old. It must have been built very well. Do you know of 
any case of one of these barges’ having been beached and sunk while 
in transit ? 

Mr. Retscut. No, sir; none. Not used for that purpose. There 
have been many barges wrecked in southeastern Alaska, but they 
have been ones that have broken loose and were driven ashore. A 
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man selects a spot and marks it out and he puts his barge in a place 
that is level and has no obstruction. 

Mr. Bonner. Are they continuing to build these barges up here? 

Mr. Reiscut. No, sir. Most of the barges were built by the Army 
and purchased from war surplus. ‘The main reason is that operators 
such as we are, we have no means or aid from the Government, 
we can’t afford to build them, we have to procure ones already built. 

Mr. Bonner. Thank you very much, that will be all. 

Mr. Easraven. This concludes the testimony that we have ar- 
ranged. We do have several more witnesses and with your permis- 
sion we would like to submit additional written testimony, of which 
we will favor the Coast Guard with copies. I believe that there are 
several persons in the galleries that might be interested to give testi- 
mony before this committee. At this time, with your leave, the cham- 
ber will retire from this part, and we wish to thank you for holding 
this hearing. 

Mr. Bonner. Are there any representatives of the fishing industry 
here? 

Vorce From rue Gauiery. I am a representative of the mining 
industry. They have forgotten about mining, which is one of the 
most important things in this Territory of Alaska. 

Mr. Bonner. Nobody here from the fishing industry? I would like 
to ascertain, if these waters were made “inland waters,” how it would 
affect the fishing industry. 


STATEMENT OF LARRY FITZPATRICK, JUNEAU VESSEL OWNERS 
ASSOCIATION 


Mr. Firzparrick. [ am Larry Fitzpatrick and I am representing 
the Juneau Vessel Owners Association. We haven’t anything to say 
in regard to this. We haven't been affected by these rules so far. 

Mr. Bonner. You are in the fishing industry ¢ 

Mr. Firzpatrick. Yes, sir. 

Mr. Bonner. If the designation of these waters were changed, 
would the fishing industry be affected? Would the waters come under 
the Fish and Wildlife Commission, and would it affect fishing ? 

Mr. Firzparrick. Not in our line of fishing, no. 


STATEMENT OF A. F. PARKER, MINER, GUSTAVUS, ALASKA 


Mr. Parker. My name is A. F. Parker and I am from Gustavus, 
Alaska. I am very much interested in mining. 

Mr. Bonner. Just tell us how this business affects you. 

Mr. Parwer. It affects me because of transportation. Transporta- 
tion is very difficult. Everything we have comes by barges. Our 
powder, our lumber, our supplies, we have to bring it in in one piece, 
our machinery especially. 

Mr. Bonner. You lease a barge to bring supplies in? 

Mr. Parker. That is right. 

Mr. Bonner. Then the situation that has been testified to here, also 
apples to you, the same as to the lumberman ? 

Mr. Parker. In our hauls we have to have the gasoline and oil and 
other equipment, we have to bring it all in at once, together. I wnder- 
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stand that the rule now is we cannot bring our gasoline. I brought 
the subject up to the Coast Guard, asking about our haul of gasoline 
and they said it has to be delivered in steel containers, in tanks, in 
barges, under the deck, and in most cases we can’t afford to have 
special barges make our deliveries. Our supplies have to come all 
together. And we also cannot carry powder under those cireun- 
stances and our powder is a big item. If there could be some leniency 
regarding miners, to give us a chance to get our equipment in, it 
would save us a lot of money. The way it is it is too expensive. ‘The 
result of it is that we just cannot operate. I have been in that business 
for 3 years now. They have been hauling powder back and forth 
before. Powder is safer than gasoline to transport. We have taken 
everything together before, everything that we need, lumber, gasoline, 
powder and supplies, all in the same barge. We can’t do it under these 
regulations and the only thing that we can do is wait until some 
miracle happens. 

Mr. Bonner. What kind of mining do you do? 

Mr. Parker. Gold mining. I wish that some consideration could 
be taken for people who are so isolated. We are 160 miles in the 
Glacier Bay area, and we have only about 4 months of operations. 
In those 4 months all our operations have to be done. By the Ist of 
November we have to get out and approximately the Ist of June we 
go in, that is the limit of our operations. I wish that you would take 
into consideration those obstacles and give us a chance. 

Mr. Bonner. Thank you very much. Gentlemen, the Coast Guard 
has heard the testimony given here. Is there any statement that the 
Coast Guard would like to make ? 


STATEMENT OF ADMIRAL JOSEPH GREENSPUN, COMMANDER, 
SEVENTEENTH COAST GUARD DISTRICT 


Admiral Greenspun. I am Joseph Greenspun, Commander, Seven- 
teenth Coast Guard District. Mr. Bonner, and other members of the 
committee, and the chamber of commerce, and other interested 
parties. Our remarks here will be delivered not in the sense of opposi- 
tion, but in the way of explanation of the Coast Gyard’s position. 
Throughout the long history of the Coast Guard, it has always been 
concerned and involved and interested in maritime safety measures. 
Its aim has always been to prevent disasters. When it occurs, thie 
Coast Guard’s business is to search and rescue. Back in the old days 
of steam, accidents occurred that caused some action to be taken b) 
the Congress and the Steamboat Inspection Service was inaugurated. 
Usually, after a disaster there has been a demand to tighten up the 
rules and laws to prevent a recurrence. For example, the Morro 
Castle fire off the Jersey coast and the Coast Guard, in conjunction 
with other Government agencies tested and developed more satisfac- 
tory fire equipment and material. Bring it down to a more recent 
time; just a couple of months ago, the fishing-party boat Pelican olf 
Montauk Point, Long Island, capsized with a great loss of life on 
board. Already there are demands being made to prevent such loss of 
lives. These regulations that we have heard so much about stem ordi- 
narily from laws passed by Congress. In general, all steam vessels 
are subject to inspection. In addition, motor-propelled vessels of over 
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15 gross tons, carrying passengers and freight for hire, are subject to 
inspection. This vessel I mentioned before, off Montauk Point, Long 
Island, the fishing boat Pelican was under 15 gross tons and did not 
require inspection, So there is some demand made for inspection of 
vessels under 15 tons carrying passengers for hire. The Motorboat 
Act of 1940 covers motorboats under 15 gross tons carrying passengers, 
requiring a licensed operator and certain lifesaving equipment. That 
in general covers the statement about rules and regulations and how 
they are derived from laws enacted by Congress in response to public 
demand. Much has been said this morning about the designation of 
southeastern Alaskan waters. The impression seems to prevail, that 
if the waters of southeastern Alaska were declared “inland” then 
everybody who now says that the rules and regulations have been 
oppressive, would immediately get relief. The classification of waters 
as “inland” and “high seas” are only applicable to a few laws. I speak 
of laws in distinction from rules. There are only a few laws that 
mention “inland” and “high seas” water and the line dividing the 
inland from the high seas. The rest of the laws just specify require- 
ments for inspections. There is a multitude of laws in those cases. 

Mr. Bonner. A lot of times there are too many laws. 

Admiral Greenspun. Somebody said the other day that he was in 
favor of repealing about 25 percent of them. 

Mr. Bonner. It might not be a bad idea. 


INSPECTION FUNCTIONS OF COAST GUARD 


Admiral Greenspun. The laws pertaining to inland and high seas 
are few. Where the inspections of the Coast Guard become involved, 
has nothing to do with the inland laws. The inspection laws 
and rules of the Coast Guard are divided in about five categories—the 
Great Lakes; lakes, bays, and sounds; rivers; oceans; and coastwise, 
and in these regulations an ocean vessel is defined as any vessel that 
goes 20 miles off shore. A coastwise vessel is a vessel that operates 
within 20 miles of shore; so you see that if these waters were declared 
“inland,” that, in itself, would cause no change. The regulations 
would have to change to relax the requirements demanded of coast- 
wise vessels. One-of the jobs of the Coast Guard inspection is to deter- 
mine by examination and inspection whether a vessel is of a construc 
tion suitable to the need. ‘The Coast Guard has to make a determina 
tion of the routes that the vessel will be applied so that brings out into 
sight a few examinations of laws that do mention inland and high 
seas. There is a Seagoing Motorboat Vessel Act of 1936. The law 
says, that the seagoing motor vessel, 300 tons or over, is a vessel that 
crosses the line dividing the inland from the high seas. There is an- 
other law, the Coastwise Load Line Act, 1935, that defines that appli- 
cable to merchant vessels of 150 gross tons and over, that defines the 
vessels subject to the act which go from one port or place in the United 
States and in the journey, cross the line. 

Mr. Bonner. Admiral, I appreciate all you are saying, but let us 
get down to the facts. There have been statements made that these 
waters are very similar to Long Island Sound and that there is a 
distinction between the rules and regulations on Long Island Sound 
and these waters here, and they vet are comparable waters. 
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Admiral Greenspun. I am not aware of any great distinction. The 
inland pilot rules apply in southeastern Alaska but so far as vessel 
inspection is concerned, the coastwise regulations apply. The vessels 
that ply the Long Island waters use the inland pilot rules. 

Mr. Bonner. Is there or is there not any distinction ? 

Admiral Greenspun. These waters, for vessel-inspection purposes, 
are classified as coastwise and those that travel southeastern Alaska 
must meet the coastwise vessel inspection which is more rigorous. 
Long Island, as I recall, is an inland body, but that does not deter- 
mine the type of inspection 

Mr. Bonner. I ask you this question, then: Aren’t the waters on thie 
Atlantic coast generally more turbulent and dangerous than the waters 
in this area? 

Admiral Greenspun. Well, it is hard to answer—I can say this— 
that the Coast Guard’s view is, and the Department of Commerce and 
the Canadian authorities feel that these so-called inside passage waters, 
because of the peril of the seas, the strong currents, the great range of 
tides, adverse weather, the great number of adverse dangers 

Mr. Bonner. What does the history show, Admiral? 

Admiral Greensrun. I happen to know that in the last 3 years there 
were 182 casualties in southeastern Alaska, with a loss of 29 lives and 
a total loss of 53 vessels. 

Mr. Bonner. Let’s stick to Long Island Sound. What does the 
record show there? — 

Admiral Greensrun. I don’t have the record here. 

Mr. Bonner. If you are going to make a determination on this— 
I want to be fair and charitable to all 

Admiral Greenspun. I would have to go to Coast Guard Head- 
quarters—— 

Mr. Bonner. That is what I want to get into the record. 

Admiral Greenspun. The inland waters of Puget Sound defines a 
line 1 mile west of Port Angeles. I am not familiar with the cur- 
rent 

Mr. Bonner. We want to get it into the record. 

Admiral Greenspun. We have to go to Seattle—— 

Mr. Bonner. Remember we want the figures in the record. 

Admiral Greensrun. We will have to communicate with the Seattle 
office. 

Mr. Bonner. I think we ought to get that clear. In having 
served on the Merchant Marine Committee for the past 10 years or 
more, I know that we have made a distinction between our Maritime 
Acts and the provisions for Alaskan waters up here. I am not too 
familiar with the inland waters, but I know that we have made certain 
provisions to take care of obsolete or unusual situations. We have 
granted subsidies to keep up operations here. We must take that 
into consideration, the local custom of beaching these barges. I am 
strong for marine inspection; I am strong for safety at sea and I am 
always fearful where passengers and gasoline are mixed up on vessels. 
What is your position about this old, long-established custom of beac!i- 
ing these barges, as testified to here? If it is customary, your regula- 
tions should have some elasticity with respect to this custom, so that 
you will not retard the progress of this great area. 
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Admiral Greensrun. Of course we want to see the progress of this 
country march on; I was not aware that it was so prevalent. 

Mr. Bonner. I am talking about barges now. These people have 
testified, this gentleman in the lumber business, this gentleman serving 
various camps, testified that these barges, 30 or 40 years old, had served 
for years in this manner, and there were no accidents. They say that 
they can’t be inspected reasonably—what is your position on that‘ 


HEARING POINTS UP PROBLEM 


Admiral Greenspun. I feel that the purpose of this hearing, of 
course, is to present all the facts, and that they must be submitted to 
Headquarters for final determination, because the rules certainly 
ought to be applied uniformly in southeastern Alaska. There is a 
seagoing barge act applicable to all barges over 100 tons applying in 
these waters. I am convinced, after hearing these gentlemen, that 
something should be done for them. 

Mr. Bonner. You people here who are representing the Coast Guard 
with the degree of authority vested in you as the commandant of this 
district, through collaboration, ought to do something about this. 

Admiral Greenspun. As I said, I think that decision should be 
made by the Commandant in Washington, 

Mr. Bonner. What would be your recommendation to the com- 
mandant ¢ 

Admiral Greenspun. I would have to be aware of more of the facts. 
I didn’t realize that this operation was so prevalent, I thought it was 
more occasional. 

Mr. Bonner. It is occasional, but it is also apparent that it is 
necessary. They can’t get service any other way, but I won't force 
that issue now. I think that the hearing has been wholesome. I was 
aware of the fact that you gentlemen were going to have an official 
hearing this Wednesday. Do you have any further observations you 
would like to make on what has been presented ? 

Admiral Greenspun. No—I wanted to explain the Coast Guard’s 
position, and I think that I have made enough remarks about it. 

Mr. Bonner. Do you speak for the Coast Guard, or will any of these 
other gentlemen have views that they would like to express ? 

Admiral Greenspun. Commander Savonis is from headquarters to 
attend the hearing Wednesday and the one in Seattle. Maybe Com- 
mander Savonis would like to say something. 


STATEMENT OF COMMANDER PAUL SAVONIS, COAST GUARD HEAD- 
QUARTERS, MERCHANT VESSEL AND SAFETY DIVISION 


Commander Savonts. My name is Paul Savonis, Coast Guard Head- 
quarters, Merchant Vessel and Safety Division. I have nothing to 
add to what Admiral Greenspun has already said. My instructions 
were to be a member of the board at Juneau and in Seattle and to 
obtain the facts as to whatever controversy exists and to bring them 
back with a report and send this to the Merchant Marine Council and 
let them solve the problem from that level. There is no doubt in my 
mind that adequate consideration will be given. 

Mr. Bonner. I appreciate your saying that, Commander. Cer- 
tainly consideration should be given and there should be a system 
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whereby permits would be granted for these tow boats that go down 
to get logs and bring provisions and supplies for logging crews, that 
cannot be served by a regular merchant line. You gentlemen have a 
certain degree of elasticity in the law to make the regulations for the 
promulgation of the act and Congress always takes that into consider- 
ation and leaves the administration up to you. The proper give and 
take should be considered. 

Mr. Dorn. I would like to ask the Admiral—why it is, Admiral— 
haven’t these laws been in effect a number of years—there have been 
no new laws passed—— 

Admiral Greenspun. I was going to get to that. 

Mr. Dorn. What necessitated the tightening up of the rules? 

Admiral Greenspun. These laws and regulations are not new. 
These are old laws and regulations. Perhaps the secret of it is that 
the Coast Guard at the time didn’t have many maritime inspectors 
up here as in other places. Now things have come to our attention 
and we can take action on them whereas before we were short of per- 
sonnel. They are old laws; they are not new. The law that requires 
inspection of motor-propelled vessels over 15 gross tons carrying pas- 
sengers or freight for hire is an old law. Some of them have prob- 
ably just done it without detection. 

Mr. Bonner. Probably like the old prohibition law that we had at 
one time. 

Admiral Greenspun. Commander Hawley is an old-timer around 
here. Is there any other reason, Commander ? 


STATEMENT OF COMMANDER E. C. HAWLEY, MARINE INSPECTION 
OFFICE, JUNEAU, ALASKA 


Commander Hawtey. I am Commander Hawley, local Marine In- 
spection Office. There has been a misunderstanding about beaching 
here; about beaching barges and requiring them to be hauled out after 
each beaching. That is not true. There is one contractor in Haines, 
Alaska, who wanted to get gravel up to Haines. In order to load his 
gravel, he had to beach his barge and load down a ramp. I looked 
over the place at low water and didn’t consider that. a satisfactory spot 
for beaching; otherwise, it would have been approved. The place he 
had picked would have put a stress on the barge. Also, it was rocky. 
Another case was when the Haines ferryboat came up from Seattle. 
She was not permitted to carry cargo, but they disregarded the require- 
ments and carried cargo and on the way up it was beached to discharge 
cargo. I didn’t require that vessel to be hauled out then, but I did 
assume that the master of the vessel would take the care necessary to 
put the vessel ashore. In other words, we will permit beaching with- 
out requiring the vessel to be hauled out, but not indiscriminately. 

Mr. Meaper. With respect to the jurisdiction of the Fish and Wild- 
life Service, I understand that Mr. Fitzpatrick represents the vessel 
owners’ association, and that he said that there would be no effect. I 
thought perhaps the admiral might be able to say, to give that decision 
as to whether the inland waters would impair the fishing business. 

Admiral Greenspun. As far as I know, there wouldn’t be any 
difference. Perhaps Commander Hawley could tell us. 

Jommander Hawley. None that I know of. The vessels are not 
governed by our various rules. 
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Mr. Meaper. Are you familiar enough with the fishing laws to say 
that it would make any difference or not? 

Mr. Boocurver. I don’t think there would be any effect. If there 
are differences in regulations, they are not tied in here, as far as I 
know of our fishing laws. 

Mr. Bonner. You will find that all the fishing is under Fish and 
Wildlife Control Service. I am not acquainted with their operations 
other than general knowledge, such as the opening and closing of 
seasons, designated by certain seasons and places. They determine 
that by no reference at all as to what we have been discussing here. 
Captain, do you have something to contribute ? 


STATEMENT OF CAPT. G. W. CALLBECK, UNITED STATES COAST 
GUARD, CHIEF, MERCHANT MARINE SAFETY DIVISION, 
TWELFTH COAST GUARD DISTRICT, SAN FRANCISCO, CALIF. 


Captain Cartpeck. Of course I was sent up here by the Comman- 
dant to obtain facts, and I don’t want to say anything as to what my 
recommendations would be of this problem at this time. We will de- 
termine that by our public hearing on the twenty-fourth. I noticed 
one observation here of some help and I expected to hear the answer, 
but I haven’t heard it yet. I heard some complaints about barges be- 
ing thrown out of business because they were notified of a barge being 
subject to inspection. I haven’t heard anyone say that they had ap- 
plied for an inspection of their barge and that had been refused by 
the Coast Guard of that inspection. I would think that the owner 
would say he tried to get a certificate, and if he didn’t he could say why 
he didn’t get the certificate. I was disappointed in not getting that 
answer. 

Mr. Bonner. Thank you for your comments. Are there any other 
witnesses ? 


STATEMENT OF STEVE LARSSEN HOMER, JUNEAU, ALASKA 


Mr. Homer. My name is Steve Larssen Homer. About 4 years ago 
my partner and I organized the ferry system previously mentioned 
at the hearing here. We purchased from the Government a Navy 
LCT. Before we purchased it I went to the Coast Guard head- 
quarters in Washington, D. C., and to the Coast Guard district in San 
Francisco, and also to Coast Guard headquarters in Portland, and as 
far as I was able to determine at that time in an effort to find out if 
the craft was suitable for the operations that we contemplated. I 
was told that these were inland waters. When we came up here we had 
a letter from headquarters which said that our draft—that we didn’t 
need a load line. Our draft would be under the inland regulations 
and only 314 feet. In 1948, when we went up for our first certificate 
of inspection, we were inspected as an inland freight vessel. I re- 
ceived at that time my license as an inland mate. It seems that the 
Coast Guard has in the past 2 years changed their minds and decided 
these are not inland but coastwise waters. The result of that regula- 
tion was that it forced us within a year to go out of business. 

Mr. Bonner. Do you have that letter? 

Mr. Homer. I don’t have it with me. We operated the ferry for 
two years and a half. We carried over a thousand cars and a great 
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number of passengers, and we have had for the past 3 years nothing 
but difficulties with the local inspectors. In a great many of these 
incidents we have proven right in the interpretation of the regulations 
where headquarters has backed us up against the local inspectors, 
But the matter of fact has been that every time we had an argument 
with the local inspector, he laid down rules that cost us some business, 
and it finally drove us out of business. It has put private business out 
and the Territory took it over. 

Mr. Bonner. And now it is costing the Government money ? 

Mr. Homer. Yes, sir. | 

Mr. Bonner. Over a number of years you anticipated building up 
good business ? 

Mr. Homer. Yes, sir. In connection with this vessel I have, I 
imagine that Commander Hawley will have a great deal to say about 
it. Our certificate permitted us to travel from Prince Rupert to Cape 
Spencer. Understand that we are primarily a ferryboat, handling 
passengers and trying to develop an outside trade, but in the fall and 
winter in order to get increased revenue we tried logging, carrying 
logging equipment and mining machinery and various and sundry 
things that go into the industry of southeastern Alaska. This year we 
went up for a certificate of inspection. We were restricted to Tee 
Harbor, Haines, and Skagway and were told that if we wanted to make 
any side trips we would have to come to the Coast Guard and ask 
permission. That is very irritating to have to ask “Please, can I go 
somewhere.” You havea qualified master and a qualified crew aboard. 
We used to realize between $10,000 and $15,000 on these side opera- 
tions a year. The commander said that he would not allow promis- 
cuous beaching. If you are familiar with the LCT, it was designed 
specifically by the Navy for that operation. The Coast Guard has 
thrown into my face a thousand times that the Navy built the ship and 
that it was dispensable. I doubt that the Navy built such a ship to en- 
danger the crew and machinery just because they were building some- 
thing dispensable. They built it up to Navy standards, and in the con- 
version of that craft we had to repipe it. The Navy system of piping 
was not up to what the Coast Guard considered good standards. We 
had to do innumerable things and then not being permitted promis- 
cuous beaching. I submit that beaching of that type of craft does not 
endanger the craft. You are not going to run it on the rocks, where 
the owners, and that goes for owners of barges too, the owners are not 
taking a piece of equipment that is costly and not be extra careful to 
make sure that the craft is not endangered, and we don’t need the Coast 
Guard to tell us how to beach it. 

Mr. Dorn. When these gentlemen inspect your boat, and don’t 
approve of the way it looks, do they give you a chance to appeal to 
higher authority or do they just shut you off there and tell you that you 
‘ant go up for a higher appeal ? 


as 
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COAST GUARD TAKES MILITARY APPROACH 


Mr. Homer. That is one of the unfortunate things about this. We 
are dealing with a military organization and 1 think if you have dealt 
with a military organization that you are aware of the chain of com- 
mand. The situation that we have found, does nothing on appeal 
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locally, I will say that. When I appealed Commander Hawley’s deci- 
sion and I went up to see Admiral Greenspun, the admiral naturally 
backed him up fully and I had to appeal bo haeuthaters, Last winter 
we were taking ships out and I was ready to sail and had hired my crew. 
I had gotten a security clearance and had gone to Commander Hawley 
preparatory to departure and just about to leave the office and he said, 
“You can’t leave” and I said, “Why?” and he said that you have to 
have a load line before going to Seattle. I said that I didn’t need 
any load line. I brought out the navigation laws of the United States 
and showed him where it stated that the load line would only be neces- 
sary where the vessel in the normal course of vessel requirements need- 
edaload line. He insisted that we had to have a load line and I insisted 
on going to see the admiral. Of course the admiral backed up Com- 
mander Hawley’s decision. I disagreed with both of them and asked 
them to send a dispatch back to Washington. Eleven days later we 
got an answer that a load line was not necessary. I spent a great deal 
of money on wages and food and then found out that I was right in the 
first place. I had no chance. If I had proceeded, the Coast Guard 
would have tied the vessel up. 

Mr. Dorn. Is it the regulations that are causing you the trouble 
or their applications by the Coast Guard personnel up here? You find 
a great deal of difference in the way these gentlemen interpret the 
regulations ¢ 

Mr. Homer. In that matter, the Coast Guard interprets each law 
literally and specifically. In other days, before the marine inspection 
was turned over to the Coast Guard, the local inspectors inspected 
the vessels up here and used discretion and good common sense in the 
applications of the rules and regulations. They looked the ship over 
and sized it up as an individual unit and applied the regulations to 
fit the vessel to give it the maximum amount of safety. This has not 
been so in the present case. They follow the letter of the law instead 
of the spirit. 

Mr. Dorn. Are these gentlemen familiar—do they get out and find 
out the conditions of the area ? 

Mr. Homer. I have had Admiral Greenspun tell me that the econ- 
omy of the Territory of Alaska is not his concern. That his concern is 
the safety of lives—which is a noble gesture, but if it is going to 
kill small-boat owners in Alaska, the place will die. 

Admiral GrrensrpuNn. Have you the time to listen to what the Coast 
Guard has to say on what Mr. Homer has spoken of 

Mr. Bonner. I have to leave at this time. Iam sorry. I will give 
you permission to give a rebuttal statement in this transcript. ‘This 
hearing will be transcribed verbatim and a copy sent to me as chair- 
man of the Coast Guard Subcommittee in the House of Representa- 
tives. Admiral Greenspun has permission to put a rebuttal in 
this record. The chamber of commerce will be given permission to 
purchase a copy of this transcript if they so desire. I am sorry that 
we can’t stay here longer. You have a beautiful city and a beautiful 
country up here. I have never been so surprised in my life. People 
told me that I would be taking my life in my hands and probably 
get killed coming up here, but I am delighted to find such fine Ameri- 
can citizens with such a splendid interest in the progress of this great 
area, that the Government of the United States made such a bargain 
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in acquiring. J anticipate that this will be a most attractive part of 
our country. You gentlemen of the Coast Guard, I realize the duties 
that you are charged with. As I said in the beginning, I admire you 
for the splendid service you have rendered to the people in distress and 
to the Nation. I have such firm confidence in you that I think and 
T believe that after having your hearing on Wednesday, and coming to 
your conclusions, that an agreeable and sound solution of the problems 
of these fine people will be worked out and that all will go away happy 
and satisfied. Thank you all. 


JUNEAU, ALASKA—EXHIBIT 1 
JUNEAU CHAMBER OF COMMERCE 


JUNEAU, ALASKA, October 18, 1951 


BriEF RE APPLICATION OF COAST GUARD REGULATIONS TO SOUTHEAST ALASKA 


The members of the Juneau Chamber of Commerce are deeply appreciative 
of the splendid work and service performed by the United States Coast Guard. 
At the outset of this brief, we wish to make clear that we are not criticizing 
the personnel of this organization in the performance of their duties, and that 
we desire them to continue doing everything necessary to insure safety of lives 
and property at sea. 

We do feel, however, that in certain connections this section of Alaska is 
receiving discriminatory treatment by virtue of the present interpretation of 
certain Coast Guard regulations. This discrimination has had a very adverse 
effect on the economy of this section of the Territory of Alaska and it is in 
regard to this discriminatory treatment that this brief is addressed. 

Until recently for administrative purposes, the waters of southeastern Alaska 
located inside of a line approximately parallel with the general trend of the 
shore, have been regarded as inland waters. This long-established policy has 
now arbitrarily been reversed and almost all of the waters of southeastern 
Alaska are now regarded by the Coast Guard officials as “limited coastwise,” 
making them subject to much more stringent requirements applieable to ocean 
and coastwise waters. 

Authority to designate the lines dividing the high seas from rivers, harbors, 
and inland waters, was granted by Congress to the Secretary of Commerce by 
the act of February 19, 1895 (33 U. S. C. A. 151), which states: 

“The Secretary of Commerce is hereby authorized, empowered, and 
directed from time to time to designate and define by suitable bearings 
or ranges with lighthouse, light vessels, buoys, or coast objects, the lines 
dividing the high seas from rivers, harbors, and inland waters.” 

The authority of the Secretary of Commerce has been transferred to the United 
States Coast Guard by virtue of Executive Order No. 9083 dated February 
28, 1942. 

The importance of the classification of waters may readily be ascertained by 
summary glance at various acts applicable to the inspection of vessels and 
other related subjects. Thus, the so-called Load Lines Act (46 U. S. C. A., sec. 
88) specifies that load lines be prescribed for merchant vessels of 150 gross tons 
or over, loading at or proceeding to sea “for a coastwise voyage by sea. B) 
‘coastwise voyage by sea’ is meant a voyage on which a vessel in the usuul 
course of her employment proceeds from one port or place * * * and passes 
outside the line dividing inland waters from the high seas, as defined in section 
2 of the act of February 19, 1895 (33 U.S. C. 151).” 

46 U. 8S. C. A. section 367, authorizes the inspection of seagoing vessels of 300) 
tons and the term “seagoing vessels” is defined according to whether the vessel 
passes beyond the lines dividing the high seas from inland waters. Similarly, 
the requirements in regard to licensing officers depend upon whether the vessel 
operates on the “high seas” according to the definition established under auth- 
ority of the act of February 19, 1895. 

46 U.S. C. A. section 672-1, eliminates from the requirements as to the manning 
of vessels, certain vessels not operating outside the line defined in the act of 
February 19, 1895. 
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46 U. S. C. A. section 672C, similarly eliminates from the requirements as to 
crews of seagoing barges, vesesels which do not in their usual course of operations 
pass outside the line dividing inland waters from high seas. 

It thus is readily apparent that much more stringent regulations apply to 
yessels plying the high seas than those operating in inland waters. A classifica- 
tion accordingly is of paramount importance in regard to the expense of opera- 
tion and even as to the availability of vessels, since the more stringent regula- 
tions applicable to coastwise and ocean vessels prevent the use of many ships in 
the southeast Alaska trade. 

We do not seek special treatment in regard to the classification of southeast 
Alaska waters, but we see no reason why this section of the United States 
should be singled out as necessary to be classified on a different basis from 
other similar waters off the coast of the various States. The United States 
Coast Guard regulations promulgated under authority of the act of February 
19, 1895, may be found in the rules to prevent collisions of vessels and Pilot 
Rules for Certain Inland Waters of the Atlantic and Pacific Coasts and of 
the Coast of the Gulf of Mexico, dated August 1, 1949, CG 169. Section 82.1 pro- 
vides: 

“General basis and purpose of boundary lines.—By virtue of the authority 
vested in the Commandant of the Coast Guard under section 101 of re- 
organization plan No. 8 of 1946 (11 F. R. 7875), and section 2 of the act 
of February 19, 1895, as amended (28 Stat. 672, 33 U. S. C. 151), the regu- 
lations in this part are prescribed to establish the lines dividing the high 
seas from rivers, harbors, and inland waters in accordance with the in- 
tent of the statute and to obtain its correct and uniform administration. 
The waters inshore of the lines described in this part are ‘inland waters,’ 
and upon them the Inland Rules and pilot rules made in pursuance thereof 
apply. The waters outside of the lines described in this part are the high 
seas and upon them the International Rules apply. The regulations in 
this part do not apply to the Great Lakes or their connecting and tributary 

yaters.” 

Where no lines have been designated, general rules are made applicable under 
the provisions of Sec. 82.2, which reads as follows: 

“General rules for inland waters.—At all buoyed entrances from sea- 
yard to bays, sounds, rivers, or other estuaries for which specific lines 
are not described in this part, the waters inshore of a line approximately 
parallel with the general trend of the shore drawn through the outermost 
buoy or other aid to navigation of any system of aids, are inland waters, 
and upon them the Inland Rules and pilot rules made in pursuance thereof 
apply, except that Pilot Rules for Western Rivers apply to the Mississippi 
River and its tributaries above Huey P. Long Bridge, the Mobile River 
and all of its tributaries above Choctaw Point, the Red River of the North, 
and that part of the Atchafalaya River above its junction with the Plaque- 
mine-Morgan City alternate waterways.” 

Certain charts have been issued showing the line dividing the high seas from 
inland water off various sections of the United States, Hawaii, Puerto Rico, and 
the Virgin Islands. A glance at these charts, copies of which are affixed to the 
original copy of this brief, reveals that the line separating the high seas from 
inland waters off the coast of the New England States, runs many miles out in the 
open sea and passes outside the extremity of Cape Cod and around the seaward 
side of Long Island. The entire Delaware Bay is found to be designated as 
“inland waters.” Similarly, all of the islands of Key West off the southern 
coast of Florida fall within the line of inland waters, despite the savage storms 
to which this area is notoriously subjected. A glance at the various charts in- 
volved leads to the inescapable conclusion that if the same system of designating 
inland waters is applied to southeastern Alaska waters, a line to the seaward 
side of the extension of the shore line along the Alexander Achipelago would be 
established and all of the inside-passage waters would be designated as inland 
Waters. Such would necessarily be the result of an application by the Coast 
Guard of its own general rules for determining inland waters promulgated by 
section 82.2 of the Pilot Rules for Inland Waters referred to and quoted above. 
We fail to see that there is any reason for discriminating against this section of 
Alaska by designating the waters inshore of a line approximately parallel with 
the general trend of the shore as “limited coastwise” or “coastwise waters” when 
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such waters invariably are regarded as inland waters elsewhere off the shores 
of the United States. 

It is further significant that a line has been designated for the purpose of the 
Load Lines Act, which line passes along the extension of the shore line to Cape 
Spencer. This line was established by means of a treaty with Canada, but is used 
to designate inland waters for the purposes of the voyages between the United 
States and foreign ports. 46 U. 8S. C., section 88, specifies: 


“Load lines are hereby established for merchant vessels of 150 gross tons 
or over, loading at, or proceeding to sea from any port or place within the 
United States or its possessions, for a coastwise voyage by sea. By ‘coast- 
wise voyage by sea’ is meant a Voyage on which a vessel in the usual course 
of her employment proceeds from one port or place in the United States or 
her possessions to another port or place in the United States or her pos- 
sessions and passes outside the line dividing inland waters from the high 
seas as defined in section 2 of the act of February 19, 1895 (83 U.S. C. 151).” 
(Emphasis ours.) 


Such a‘line has been designated between Port Angeles, Wash., and Cape 
Spencer. Yet, for purposes other than load lines, the Coast Guard disregards 
this designation of the inland waters. It appears highly illogical that such 
waters should constitute inland waters for the purposes of the Load Line Act, 
yet be regarded as “limited coastwise” or “coastwise” waters for all other pur- 
poses. Such a result is illogical and inconsistent with the administration of 
Coast Guard regulations elsewhere. 


Another major difficulty encountered in the application of Coast Guard regula- 
tions has been in the requirement for inspection of barges plying the inland 
waters of southeast Alaska. There is no drydock in southeastern Alaska of 
sufficient size to facilitate the inspection of such barges: yet the United States 
Coast Guard has adopted a policy of requiring all such barges to be inspected 
before they may pass beyond the immediate ports of their anchorage. Thus, for 
a barge to travel from Juneau to Haines requires an inspection by the Coast 
Guard. Moreover, due to the fact that many portions of southeastern Alaska are 
not regularly served by steamship lines and the fact that there are no roads 
or railroads connecting communities, many isolated places may be served only 
through the use of barges. Not only does the present interpretation of Coast 
Guard regulations require annual inspection of these barges which in most cases 
is prohibitive, but in addition the requirements make it mandatory that seagoing 
barges be inspected every time they are beached. Thus, if a barge proceeds to 
a lumber camp with necessary supplies and equipment, and is beached in order 
to unload its cargo, the only method available in such isolated communities, the 
barge must be inspected before voyaging again. By this interpretation of the 
regulations, business, commerce, and industry in this section of Alaska has been 
greatly hampered and in many cases, forced to be abandoned. 

The Coast Guard basis for requiring inspection of barges over 100 tons is found 
in the act of 1908 (46 U. S. C., sec. 395), which states: 


“The local inspectors of steamboats shall at least once in every year inspect 
the hull and equipment of every seagoing barge of 100 gross tons or 
CVE: he Eee 


It will be noted that this section applies to “seagoing” barges only. Prior to 
the enactment of this legislation, Congress by the act of February 19, 1895, had 
authorized the Secretary of Commerce, whose functions have now been trans- 
ferred to the Coast Guard, to designate the line dividing the high seas from 
inland waters. It appears logical that when Congress later enacted the inspec- 
tion requirements for “seagoing barges,” it was referring to barges customarily 
passing on the high seas. Without any further definition of the term “seagoing” 
no other reasonable interpretation can be given than one taking due regard cf 
the prior enactment of 1895. This is further brought out by the fact that in 
subsequent acts whenever Congress defined the terms “seagoing” or “coastwise 
voyage by sea” or “high seas,” the term has been held to be governed by the 
provisions of the act of February 19, 1895. In fact, on June 16, 1958, Congress 
defined the term “seagoing barge” with reference to the act requiring the man- 


ning of certain merchant vessels, by stating: 
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“The term ‘seagoing barge’ means any barge which from its design and 
construction may be reasonably expected to encounter and ride out the ordi- 
nary perils of the seas and which in fact and in the usual course of its opera- 
tions, passes outside the line dividing inland waters from the high seas, as 
defined in section 2 of the act of February 19, 1895, as amended (35 U. 5. C. 
151).” 


Again, it appears to us that it is entirely inconsistent for the United States 
Coast Guard to define seagoing barges as designated above, under the provisions 
of the act of June 25, 1936, and give an entirely different definition of the term 
as far as the requirements of inspection of seagoing barges in Alaska is concerned. 
Nor do we believe that such an interpretation of the act of 1908 (46 U. 8. C. 3595). 
is customarily applied in similar waters adjacent to the shores of the various 
States. The discrimination so effected against southeastern Alaska is made 
more severe by the lack of any facilities for dry docking barges and the urgent 
needs of the isolated communities and industries without roads, railroads, and 
other forms of transportation available to similar communities and industries 
in the various States. 

It is accordingly respectfully submitted that either the Coast Guard should 
alter its interpretation of the regulations in regard to seagoing barges or, in the 
alernative, the United States Congress should enact legislation defining the term 
“seagoing barges,” in the same manner as that term is defined in the act of 
June 16, 1988 (46 U.S. C., see. 672C). 

Such an interpretation or enactment must be coupled with a classification of 
southeastern Alaska waters as “inland waters” in order to eliminate the dis- 
criminatory treatment to which this section of the Territory of Alaska is now 
subjected. 

Proper application of the Coast Guard regulations now in effect must resuit 
in the classification of the southeastern Alaska waters as inland waters. (See 
Sec. 82.2, General Rules for Inland Waters, quoted on p. 3 hereof.) Apparently 
the Coast Guard takes the position that the definition of the inland waters con- 
tained in sections 82.1 and 82.2, is for the sole purpose of ascertaining when the in- 
jand pilot rules are applicable. It is submitted, however, that there is no logical 
basis or such a limitation of the Coast Guard’s definition of inland waters, since 
section 82.1 specifies that the designation is made in accordance with the act of 
February 19, 1895, which is the act authorizing the Coast Guard to establish the 
line between the high seas and inland waters for all purposes. 

Accordingly, it is respectfully submitted that the waters of southeastern Alaska 
inside a line approximately parallel with the general trend of the shore drawn 
through the outermost buoys or other aids to navigation, should be classified as 
inland waters for all purposes and not subjected to the more stringent regula- 
tions applicable to coastal and ocean waters. 

Respectfully submitted. 

JUNEAU CHAMBER OF COMMERCE, 
By H. S. Rowranp, President. 


JUNEAU, ALASKA—EXHIBIT 2 


AFFIDAVIT 
UNITED STATES OF AMERICA, 
Territory of Alaska, ss: 

I, Curtis Shattuck, being first duly sworn, on oath, depose and say: That I am 
a partner in Shattuck Agency, an insurance firm that has done business in 
Juneau, Alaska, since 1898; that in May of 1951 the Shattuck Agency made 
arrangements to insure the transportation of equipment valued at $45,000 by 
barge from Juneau to Biorka Island. This equipment is owned by Hayes & 
Whiteley, a construction firm holding a subcontract on work performed at Biork:s 
Island by Lytle-Green, Batchelder & Hazen, which firm, by agreement, assumed 
the responsibility for the insurance arrangements and payment of premiums. 
Shattuck Agency secured a round-trip rate from Juneau to Biorka, via barge, of 
2 percent or a one-way rate of 1 percent. This would produce a one-way premium 
of $450. ater it became necessary to make a part of the transit by log raft. 
The actual value of the equipment that left Juneau by barge was 36,500 and this 
equipment was taken to Fish Bay, where it was added to and then broken into 
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two shipments of $22,500 each, both of which then proceeded to Biorka Island 
by log raft. The Fish Bay to Biorka leg of the transit was only a small fraction 
of the length of the transit from Juneau to Biorka. Although original indications 
from the underwriters were to the effect there would be little difference in the 
rate, as between transportation by barge and transportation by raft, when the 
coverage was secured, the one-way transit from Juneau to Biorka Island bore 
a premium of $1,356.25, as against the original quoted premium of $450 by 
barge from Juneau to Biorka Island. While there was a credit allowed later, 
this was based on adjusted values and not on any rate change. I therefore 
conclude from this case that insurance on equipment transported on log rafts is 
approximately three times as costly as insurance on identical equipment trans- 
ported on an approved barge. Limits of liability which are acceptable on equip- 
ment aboard log rafts are much lower than are available on such equipment 
aboard barges. In addition, it would, in my opinion, be impossible to secure any 
coverage on equipment aboard log rafts between October 1 and April 1. 
Dated at Juneau, Alaska, this 17th day of October 1951. 
Curtis SHATTUCK. 


Subscribed and sworn to before me this 17th day of October 1951, in Juneau, 


Alaska. 
ALLEN SHATTUCK, Notary Public. 


My commission expires April 16, 1955. 





JUNEAU, ALASKA—EXHIBIT 3 


YAKOBI TRANSPORTATION Co. 


Juneau, Alaska 
To Whom It May Concern: 

Since running a common carrier for the past 3144 years I have become closely 
acquainted with all the problems of a small-boat operator. I have heard the 
problems of the citizens and recipients of small-boat service, too, and they are 
tied in closely with our problems and the laws governing our operation. 

The peculiarities of Alaska’s inland waters and the many people that live on 
these waters or close by are totally dependent on these boats such as ours. It 
is their lifeline. The Government of the United States, the Territory of Alaska, 
the Alaska salmon and fishing industry, the logging industry, the coming pulp 
industry, and many other groups are vitally concerned over the development of 
Alaska. Much resources lie undeveloped in southeastern Alaska, many could be 
expanded, many people could be yet absorbed in this mild southeastern Alaska. 
There is no other way these could be served adequately except by boats. Planes 
are fine and necessary when busy summer season is on but only light freight at 
excessive rates and air mail and passengers are carried. We operators feel that 
to adequately serve these way points and to encourage the expansion and develop- 
ment of southeastern Alaska we need a change of classification of these waters 
from coastal waters to inland waters, and perhaps then a modification of inland 
rules. At the present time there seems to be no limit to applications and conden- 
sation of innumerable laws made up for large coastwise vessels to small boats. 
This is placing and will place expense and burdens upon us that will force us in 
time to go out of business. The easing of regulations will allow us to expend 
our service and our business. We are tied down to limited-length boats and 
number of passengers carried. These routes need larger vessels to command 
more freight and passengers. With the limit on 65-foot boats and the undemo- 
cratic competition of airlines we have reached an impasse. A lot of vessels 
carry mail. These boats with mail contracts and established freight rates and 
passenger rates cannot cope with rising costs and delays imposed by present 
regulations. They are not assisting the future of this country. These laws 
and the enforcing of them are detrimental to the interests of all mentioned and 
definitely detrimental to the Territory of Alaska. 

These small boats have been in operation for many years. The men that 
operate them know the waters and weather conditions. Most of these vessels 
have operated for many years safely and will continue to do so. We are wonder- 
ing whether Puget Sound waters, Great Lakes, and Atlantie seaboard are 
classified as inland waters and if so why these southeastern waters are classified 
as coastwise, same as Gulf of Alaska where some of the worst storms of the North 
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Pacific are born. Small boats couldn’t begin to venture across the gulf espe- 
cially in winter months. Yes; we have stormy weather inside these channels 
and we run with respect to them, too, but to run a 45-foot boat and average 500 
miles every week the year around, it must not be so bad as to classify and burden 
us with laws written up for vessels such as Alaska Steamship Co. runs. 

It is difficult to comply with some of the laws, too. Our boats are built in 
certain ways and to comply means rebuilding sections of our vessels, etc. We 
cannot consider plans for future operations and expansions of service along 
with increased population and industry. So, in short, the existing conditions are 
definitely detrimental and not beneficial to the economy and development of the 
breadbasket of Alaska. 

Thank you sincerely. 

WALTER SPERL, 
Captain and Owner, Motorboat “Yakobi.” 


JUNEAU, ALASKA—EXHIBIT 4 


REBUTTAL STATEMENTS OF COMMANDER, SEVENTEENTH COAST GUARD DISTRICT, TO 
STATEMENTS OF WITNESS STEVE L. HOMER 


1. The Navy wartime LCT (Landing Craft, Tank) type of vessel converted to 
merchant service is not considered to be a structure suitable to carry passengers 
with safety in unlimited coastwise operation. No load-line markings are re- 
quired for its eperation between Juneau and Skagway, Alaska. ‘The inside 
waters of southeastern Alaska represent the maximum exposed waters on which 
this type of vessel can safely carry passengers. 

2. Application for first inspection of the Chilkoot was made by Mr. Homer, 
not in 1948 as he stated, but on April 11, 1949. The vessel was operated in viola- 
tion of R. S. 4426 (46 U. S. C. 404) carrying freight and passengers for hire 
without inspection or a certificate of inspection in 1948 and its operators were 
assessed penalties for such violations in October and again in December 1948. 

3. On June 14, 1949, the Chilkoot was first certificated as a freight vessel to 
operate inland on Lynn Canal between Juneau and Skagway, Alaska. The vessel 
was not certificated then as a passenger vessel for reason that the operators had 
not yet complied with certain additional safety measures required for passenger 
service. All other inspected vessels in southeastern Alaska were certificated as 
“limited coastwise.” 

4. The Commandant of the Coast Guard and its predecessor, the former 
Bureau of Marine Inspection and Navigation, as well as the Canadian authori- 
ties, have for a number of years considered the inside passage from Seattle 
to Skagway as limited coastwise for vessel-inspection purposes. The Com- 
mandant, United States Coast Guard, instructed this oflice that the route of the 
vessel should be charted from “inland” to “limited coastwise.” This was also 
agreeable to Mr. Homer at the time because of his desire to extend the vessel’s 
route to Prince Rupert, British Columbia. He wrote us requesting this in 1950 
and submitted application for inspection for this limited-coastwise route. This 
required an additional lifeboat on the vessel which Mr. Homer had intended to 
install and had available. Mr. Homer’s inland license was extended without 
further examination. That this was no hardship on Mr. Homer is indicated by 
certification of his vessel for such limited-coastwise route on June 15, 1950, only 
1 day after the vessel’s previous certificate, issued June 14, 1949, expired. The 
vessel was still permitted to operate between Juneau and Skagway, Alaska, 
with no increase in the number of crew formerly required. 

5. This office inquired of Coast Guard headquarters concerning load-line 
requirements on the Chilkoot for a voyage to Seattle. Exception is taken that 
Mr. Homer was told “you can’t leave.” It is not our practice to do so, but only 
to advise that if the vessel departs it will be considered in violation of law. That 
the vessel was delayed 11 days pending a reply from Washington on this question 
is not correct. Our decision was referred to Coast Guard lTleadquarters hy 
priority message, at no expense to Mr. Homer, on Friday, December 15, 1950. 
Headquarters’ reply by priority message was received on Monday, December 18, 
1950, and Mr. Homer was immediately advised. The Chirikoot, however, was 
still net ready to depart for reason that one of the crew, whom Mr. Homer desired 
to employ, did not have his seaman’s document. This office again, at no expense 
to Mr. Homer, referred this matter to Headquarters by routine message and 
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received a reply on December 20, 1950, permitting the seaman in question to make 
one voyage to Seattle on the Chilkoot pending issuance of his document. 

6. Since the beaches in Alaska are generally rocky it was not considered safe 
to issue this vessel blanket authority to operate as a freight vessel on the beaches 
and then return to carrying passengers on Lynn Canal. ‘The bottom plating is 
only three-sixteenths of an inch thick abaft frame 10 and five-sixteenths of an 
inch thick forward of frame 10. Mr. Homer was advised that this operation 
would be considered on an individual voyage basis. The drydock examination 
and special survey No. 1 of the Chilkoot in May 1951 at Seattie showed the 
bottom of this vessel to be dented considerably and plates worn thin and cor- 
roded in places to the extent that it has been required that the entire bottom 
plating shall be renewed prior to the vessel’s operation in 1952. One cracked 
bottom plate was found too thin to weld and had to be renewed. 

7. Mr. Homer has operated his vessel knowingly in violation cf various navi- 
gation laws. Total penalties for violations reported against this vessel since 
October 1948 amounted to $8,250. These were mitigated substantially through 
recourse of appeals. 





JUNEAU, ALASKA—EXHIPIT 5 


UNITED STATES COAST GUARD, 
February 11, 1952. 
MVI File: A20/2 
Hon. HerBert C. BONNER, 
House of Representatives, Washington, D.C. 

My Dr,ar Mr. Bonner: Forwarded herewith are two copies of the record 
of the informal Congressional hearing, over which you presided, at Juneau, 
Alaska, 22 October 1951 with respect to the application of marine inspection 
requirements and the classification of the waters of southeastern Alaska. On 
24 October 1951, the Coast Guard also held a hearing with respect to the same 
subject matter, a copy of which hearing is herewith forwarded for your informa- 
tion and ready reference. 

During the hearings three issues emerged with which the industry in south- 
eastern Alaska was seriously concerned. The hearings indicated that con- 
siderable dissatisfaction existed with respect to the classification of the waters 
of southeastern Alaska as coastwise for inspection purposes and to the holding 
that the Act of 28 May 1908 (Seagoing Barge Act) applied to non-self-propelled 
vessels navigating such waters. The hearing further indicated that differences 
of opinion existed as to whether the International or Inland Pilot Rules applied 
to the waters of southeastern Alaska. 

The record of hearings and recommendations of the Commander, 17th Coast 
Guard District have been duly considered at Coast Guard Headquarters and 
appropriate regulations have been promulgated. The Federal Register of 24 
January 19852, which is herewith forwarded for your information and ready 
reference, contains two new regulations. 33 C. I. R. $2.275 establishes a definite 
line of demarkation between the inland waters and the high seas in southeastern 
\laska for the purpose of delimiting the application of the International and 
Inland collision regulations, 46 C. F. R. 2.01-80 provides that the waters of 
southeastern Alask inside of the general trend of the shore from Cape Spencer, 
southeasterly to Cape Muzon, and thence easterly to Sitklan Island, shall be 
considered as bays, sounds, and lakes other than the Great Lakes, for the purpose 
of administering the vessel inspection laws. In view of the reclassification 
of the waters of southeastern Alaska from coastwise to bays, sounds, and lakes 
for inspection purposes, administrative instructions have been issued to the 
Commander, 17th Coast Guard District to the effect that the Act of 28 May 1908 
(Seagoing Barge Act) is not applicable to non-self-propelled vessels operating 
on the waters of southeastern Alaska. 

The promulgation of the regulations and issuance of administrative instruc- 
tions, above indicated, in the opinion of the Coast Guard, satisfactorily recon- 
ciles the three main issues raised at the hearings at Juneau, consistent with 
applicable statutes and safety of life at sea. 

Very truly yours, 
Signed A. C. RicHMoND, 
A. C. Richmond, 
Rear Admiral, U. 8. Coast Guard, Acting Commandant. 


Inclosures (4) 
CC: CDR, 17th CGD (m) 
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TITLE 46—SHIPPING 


CHAPTER I—Coast GuARD, DEPARTMENT OF THE TREASURY 


Subchapter A—Procedures Applicable to the Public 


(CGFR 51-63] 
Parr 2—VESSEL INSPECTIONS 

SUBPART 2.01—INSPECTING AND CERTIFICATING OF VESSELS 
VESSEL INSPECTIONS IN ALASKA 


In response to petitions received from various individuals and organizations 
in the maritime industry in Alaska or actively interested in it, a public hearing 
was held in Juneau, Alaska, on October 24, 1951, for the purpose of receiving 
comments on and discussing matters pertaining to the maritime industry which 
are peculiar to Alaska, and over which the Coast Guard has jurisdiction. A 
notice of this hearing was published in the FreperaLt Recister dated October 12, 
1951, 16 F. R. 10465, and the Commander, 17th Coast Guard District, sent out 
invitations to known interested parties and press releases to local newspapers 
and radio stations requesting all persons interested in the marine industry to at- 
tend this hearing and discuss, among other things, the application and = ad- 
ministration of marine inspection requirements to the merchant marine in 
Alaska. 

The record of the public hearing held by the Commander, 17th Coast Guard 
District, at Juneau, Alaska, on October 24, 1951, indicates that considerable dif- 
ferences of opinion exist with respect to the administrative classification of the 
waters of southeastern Alaska for vessel inspection purposes and to the holding 
that the act of May 28, 1908S, as amended (Seagoing Barge Act ; 35 Stat. 428, 46 
U. S. C. 395-398), applies to nonself-propelled vessels navigating the waters 
of southeastern Alaska. 

The purpose of the following new regulation, designated 46 CFR 2.01-80, is to 
classify certain waters of southeastern Alaska as lakes, bays, and sounds for 
vessel inspection purposes, which will have a two-fold effect: first, it will re 
quire that vessels subject to inspection and operating on voyages exclusively on 
such waters shall be inspected and certificated under the vessel inspection laws 
and regulations which are applicable to vessels navigating bays, sounds, and 
lakes other than the Great Lakes: and, second, it will operate to classify nonself- 
propelled vessels navigating exclusively on such waters as inland barges und thus 
exempt such barges from the requirements of inspection under the Sengoing 
Barge Act of May 28, 1908, as amended (46 U.S. C. 3895-3898). 

‘he regulation, designated 46 CFR 2.01-80, shall become effective 30 days 
after date of publication of this document in the Freperan ReGisteR and any 
person who may feel aggrieved by the promulgation of this regulation may ap- 
peal therefrom to the Commandant (CMC), United States Coast Guard, Wash- 
ington 25, D. C. in writing within 30 days from date of publication of this 
document in the Freperat Reaisrer. The written appeal shall be presented in 
triplicate and shall include data and views as to why the regulation shall not be 
promulgated or suggestions covering any changes therein considered desirable. 

By virtue of the authority vested in me as Commandant, United States Coast 
Guard, by Treasury Department Order No. 120, dated July 31, 1950 (15 F. R. 
6521), and in compliance with the authorities cited below, the following regu- 
lation is prescribed, which shall become effective 30 days after the date of publi- 
cation of this document in the Frperat REGISTER, and Part 2 is amended by 
adding a new § 2.01-S0 reading as follows: 

§ 2.01-S0 Vessel inspections in Alaska. (a) The waters of southeastern Alaska, 
inside of the general trend of the shore from Cape Spencer, southeasterly to 
Cape Muzon, and thence easterly to SitKlan Island, shall be considered as bays, 
sounds, and lakes other than the Great Lakes, for the purpose of administering 
the vessel inspection laws and applicable regulations in this chapter. 

(R. S. 4408 and 4462, as amended ; 46 U. S. C. 372, 416) 

Dated: January 17, 1952. 


MERLIN O'NEILL, 
Vice Admiral, U. S. Coast Guard, Commandant. 


. Doc. 52-937 ; Filed, Jan. 23. 1952; 8: 50 a. m.] 














FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


TUESDAY, OCTOBER 23, 1951 


House or REPRESENTATIVES. 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES, 
IN THE Execurive DEPARTMENTS, 
Elmendorf, Alaska. 


MORNING SESSION 


The subcommittee met Tuesday morning, October 23, 1951, at El- 
mendorf, Alaska, Hon. Herbert C. Bonner, chairman of the subcom- 
mittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; Har- 
old Donohue, W. J. Bryan Dorn, Cecil M. Harden, Charles B. Brown- 
son; Bill Lantaff, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabel Zue, minority clerk; Ray Ward, Bureau of the Budget; John 
Elliot, State Department escort officer; and Brig. Gen. Clarence C. 
Fenn, Department of the Army escort. 

Department of the Army escort: Brig. Gen. Clarence C. Fenn. 

The Alaskan Command representatives present: Lt. Gen. William 
E. Kepner, commander in chief, Headquarters Alaskan Command, 
USAF; Col. Malcolm H. Harwell, assistant chief of staff, GS, J-4, 
Alaskan Command, USA; Brig. Gen. Richard G. Prather, chief of 
staff, GS, Alaskan Command, USA; Maj. Gen. J. W. Cunningham, 
commanding general, USA, Alaska; Lt. Col. C. C. Simkus, QMC, 
USA; Col. Edward J. Lewis, QMC, USA; Capt. W. L. Patten, USN, 
commandant, Seventeenth Naval District, supply officer, Kodiak, 
Alaska; Col. Jerome D. Giddens, Headquarters, Alaskan Command, 
USAF; Lt. Col. Gordon M. Smith USAF, Alaskan Command; Col. 
George W. Palmer, GS, G-4, USA; Col. J. E. Carroll (CE), USA; 
Col. W. P. Grace, Jr. GS, G-1, USA; Col. Lyle E. Seeman CE, 
9839 Technical Service Unit, Detachment No. 1, USA; Lt. Col. C. S. 
Kuna, Army staff, Alaska; Maj. Alfred F. J. Moffitt, petroleum officer, 
USA; Capt. John B. Rooney, USN, deputy chief of staff, HAC; 
Maj. Gen. William D. Old, commanding general, Alaskan Air Com- 
mand, USAF; Lt. Col. Cyrus W. Kitchens, Jr., USAF; and Colonel 
Higgins, Transportation Office, Alaska, USA. 

Mr. Bonner. The hearing will now come to order. General Kep- 
ner do you have a statement to present ? 


Nore.—Asterisks denote classified material deleted for security reasons, 
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STATEMENT OF LT. GEN. WILLIAM E. KEPNER, COMMANDER IN 
CHIEF, HEADQUARTERS, ALASKAN COMMAND, UNITED STATES 
AIR FORCE 


Lieutenant General Kepner. Mr. Chairman, Members of C ongress, 
I should like to state, Mr. Chairman, that we are very glad to “have 
you he Te, to welcome you to the theater. We will answer any ques- 
tions that you ask and show you anything of interest to the sub- 
committee. 

Mr, Bonner. Your name, sir, and identification for the record. 

Lieutenant General Kepner. I should have stated that before I 
started, sir. I'd like to welcome you here and, as stated before, we will 
be glad to answer any question and show you anything you wish to see 
and aid you in anyway we can to conduct your hearing. I should 
like to state that if any question arises the answer to which would in- 
volve top security matters, we will be glad to answer those questions, 
but [ would request that you treat it as in an executive session. 

Mr. Bonner. That will be agreed to right here, General. That is 
understood. Security data will be deleted from our printed record. 


HISTORICAL BACKGROUND 


Lieutenant General Kepner. Thank you, sir. I think in my state- 
ment I should like to orient you in regard to the situation in Alaska, 
the Alaskan Theater’s mission and the job. I think we can very well 
consider history. We cannot, as a matter of fact, escape the effect of 
history. From history we learn what man has done in the past; we 


ean analvze what he’s doing the present time: and to some extent we 
can better predict what he has elected to do in the future. 


EARLY EXPLORATION BY BERING 


We are located here in Alaska. About the year of 1725, the Czar of 
all Russia had heard many reports of how far eastw: ard his land ex- 
tended. It became quite a matter of controversy in the discussion of 
the Russian courts, and he finally commissioned a Dane by the name of 
Bering to make a vovage of explorat ion. It took him 3 vears to travel 
across his country to Petropaviovsk where he built a ship. In 1728 he 
made a voyage of discovery and exploration along the shores of East- 
ern Siberia. When he passed through the Bering Strait and then saw 
that land receded to the northwest he went back and reported that the 
Czar’s realm was bounded by an ocean on the east and it did not extend 
down into the North American Continent. 

In due course of time there was a great deal of discussion and some 
discrediting of Bering at the Russian court. He was determined to 
make another voyage and did so in 1741. This time he sailed straight 
eastward and is supposed to have discovered land in the vicinity of 
Sitka. 

BEGINNING OF THE FUR TRADE 


During the night, one of his vessels disappeared, and it made 
a voyage across in this area and returned around the southern shores 
of the Aleutian Chain. Bering himself in returning lost his life on 
the Kamondorski Islands. The remnants of Bering’s voyage picked 
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up some fur. Asa matter of fact in a very small skin boat they took 
enough furs that brought them about $30,000. This immediately set 
up quite a rush for the money that could be obtained from selling fur. 
From that time on there was a continual exploration and investigs ition 
for the fur. From island to island they sailed down the Aleutian 
Chain and took back furs in great quantities. Some of the boats are 
reported to have carried as much as $214 million of furs. They lost 
about two-thirds of the boats. They were not good at navigating 
and their ships were not well built, but despite t that they continued 
to move along the Aleutian Chain until they arrived at Kodiak and 
established the Russian-American Fur Co. There is a man in his- 
tory by the name of Baranof who came over in 1790 and for 28 years 
he existed at Kodiak Island and at Sitka, and became the lord of 
all Alaska for the Russians. 


RUSSIAN OPPRESSION OF THE ALEUTS 


They didn’t bother about anything but furs which was a very prof- 
itable business. They found on the Aleutian Chain about 19,000 
Aleuts. When they left there were a little less than 1,000. They were 
very kind people, very jovial people, happy, but the Russians treated 
them abominably. An illustration of this, they on one occasion, de- 
stroyed several villages; they captured and took with them about 26 
women and 6 men whom they used as slaves. Occasionally they sent 
them ashore. ‘Two of them tried to get away. They shot one of the 
women and put to sea and then dumped the rest of them overboard 
except two boys whom they took with them. 

A report of this got back to the Czar’s court and all that was done 
about it was a warning that they wouldn’t tolerate this sort of thing. 
The fur industry then ‘beg: in to pass out of existence and the Russians 
had no longer any interest in Alaska. 

° 


PURCHASE OF ALASKA BY THE UNITED STATES 


They sold it to the United States for $7,200,000. At that time it 
was said to be a rather questionable purchase. 1 don’t think it was. 
As a matter of fact people were discussing then the benefit of what 
we were going to get out of California, and in Congress, Webster 
stated that, on one occasion, California wasn’t worth a dollar in 
reparations for what the Mexican War had cost us. A mistake was 
made in that case; I think that we are very fortunate to possess 
Alaska. If you will look at this map, from an ideological standpoint 
you have a democracy on this side and communism on the other side. 
Then if you will consider that the most of the industrial complexes of 
the world are located north of the thirty-fifth parallel, you will find 
that around this circle here are all the things that go to make up the 
world as we presently know it from the mechanized side of things. 
It is a little over 3,000 nautical miles from Fairbanks across to Mur- 
mansk here. You can see what that will do if you swing that are 
across here. If you will figure the 3,000 miles down in this direction, 
you will find that that are covers most of the areas north of the Ohio 
River, within which about 80 percent of the things making America 
strong industrially exist. If you will extend that line to 4,000 nautical 
miles and take in everything except the northern tip of Florida in the 
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United States and 4,000 miles will take you over here around Moscow 
and swing that arc in this direction. Alaska doesn’t have any great in- 
dustrial complexes. It doesn’t have any broad agricultural base on 
which to develop. It does have an immense amount of minerals. 
It is located geographically in a very important part of the world. 

We can draw this front over here and we find we have things over 
here in the British Isles. We find that we have another strong point 
on our front here. We find that we have a strong point in this area 
in here, and we find that Alaska is situated adjacent to what has been 
reported by two writers. One in Collier’s November 5 through Decem- 
ber 15 of last year—I think his name was Neuman—says that Russia 
is divided into several great. complexes one of which exist in this 
area in here. He also goes on to state that a great deal of building 
is going on there. He states that it is his opinion that they are build- 
ing a railroad up through this area here. We do know that they have 
some military installations in here. What, I’d rather not say at this 
present time. Cauldron Reagan about a month ago, made the remark 
that if we could get behind the iron curtain of Siberia, we would be 
astonished at what we would find there. I don’t know where he ob- 
tained the information. He was supposed to have obtained it from 
interviews with Germans who were repatriated, and he doesn’t go 
much further than that. 


STRATEGIC IMPORTANCE OF ALASKA 


Well, Alaska then to us, it seems to me, is very important. If 
it is in our hands, it can be used as a springboard to defend the 
United States. If in the hands of the enemy, it is a dagger pointed 
squarely at the heart of the United States. The United States being 
the leader of the democratic countries of the world and looked to 
for leadership, it seems to me, we have to answer only one ques- 
tion. Do we, or do we not wish to hold Alaska. I think the ques- 
tion is answered for itself. As to the future, it is no secret that 
people are talking about 3,000-mile rockets. Whether or not we will 
have them remains to be seen, but anyone holding Alaska and is free 
to launch rockets in this particular direction and anyone in England 
at the time that the rockets were launched over London knows what 
we will face in any radius of 3,000 miles from Alaska. I believe that 
is all I have to say, sir. 

Mr. Bonner. Thank you very much, General. Gentlemen, it would 
be appropriate to introduce to you the members of the subcommittee. 
On my right is Mr. Lantaff of Florida; on my left is Mrs. Hardin of 
my left again are Mr. Brownson of Indiana and Mr. Meader of Mich- 
Indiana; on my extreme right is Mr. Dorn from South Carolina; on 
igan. We represent the Committee on Expenditures in the Executive 
Departments, of the House of Representatives. 


RESPONSIBILITIES OF COMMITTEE ON EXPENDITURES 


‘The Committee on Expenditures is charged with the responsibility 
in all areas of Government spending, to analyze and evaluate if these 
funds are expended with a view to economy and efficiency. Twenty- 


seven members share this duty to the Congress and the people. Our 
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committee, while handling a full calendar of legislation, also possesses 
most of the investigative powers of the House of Representatives. 
Practically all of the reor ganization legislation affecting the execu- 
tive branch, the evaluation of Government operations, including inter- 
national organizations, is centered there. 

This subcommittee, of which I have the honor to be chairman, has 
been engaged during the EKighty-second Congress in investigations of 
domestic and foreign surplus property programs. This is the type of 
forward-looking studies needed to meet any cessation of Korean 
hostilities. Our survey has also taken us into the field of Federal 
supply and management, with much attention devoted to warehousing, 
storage, issue, inventory control, cataloging, requirements determina- 
tion, scheduling of purchases, and the problem of distribution, and so 
forth. After field conferences in many military installations, we is- 
sued House Report 658 containing important findings and recom- 
mendations on Federal supply management. 

The size of the military appropriations at this time dictates that 
special emphasis be given to improvement in the supply functions of 
the Army, Navy, and Air Force. In this connection we need to achieve 
the objectives of the National Security Act of 1947, a piece of legisla- 
tion drafted by our committee. It is a matter of great concern to all 
of us that evidence of unification rests mostly on paper and not in 
operations where the public has been led to believe this law would 
make its greatest accomplishment. 


SUBCOMMITTEE HEARINGS ON FEDERAL SUPPLY MANAGEMENT 


We held hearings on our recent report from July 19, 1951, to 
August 1, 1951, reviewing it point for point with the Secretary of 
Defense, Mr. Robert A. Lovett; Gen. Joseph T. McNarney, Chairman 
of the Management Committee, Office of the Secretary of Defense; 
John D. Small, Chairman of the Munitions Board; Under Secretary 
of the Army Archibald Alexander; Secretary of the Navy Dan A. 
Kimball; Assistant Secretary of the Navy John T. Koehler; and As- 
sistant Secretary of the Air Force Roswell L. Gilpatric, together with 
their top staff personnel. 

We expressed to these witnesses our concern over the service rival- 
ries which result in duplication and even in triplication of functions. 
I might cite that this exists in the management of classes of common 
supply in our Armed Forces. I repeat, in common classes of supply. 
I am not referring to technical items such as will come to mind at once 
in carrying out your primary mission, but just such plain items as 
chairs, desks, office supplies, household equipment, and so forth. 
Civilians and military use these in the Government. 

We all realize that there are hundreds of thousands of these items 
and huge sums of money can be saved if we standardize on purchase 
specifications, have better inventory control systems, make more care- 
ful requirement determinations, buy carefully, consolidate car loading, 
reduce inventory levels, exert gre ater unity at the distribution point, 
and exercise seasonable and re: alistic merchandising practices so that 
stock turn-over will be more rapid. Distribution facilities of industry 
stand waiting to work with us. We should insist on use of these facili- 
ties wherever possible in order that warehousing costs to the Govern- 
ment. will be reduced and further that needless construction programs 
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will not be carried on. Business tells us that it costs money to hold an 
inventory, generally about 1 percent of the value of the goods per 
month. 

ECONOMIC IMPACT OF DEFENSE SPENDING 


The Congress and the taxpayers expect full cooperation from every- 
one to achieve the kind of program I have outlined. The President 
recently sketched this program to his Cabinet officers and top officials 
in the agencies. In our report we endorse this as absolutely necessary, 
lest in bolstering our national defense we needlessly drain our national 
economy and resources. 

Gentlemen, the people of America have great confidence, great de- 
dendency, great faith in you. The people of America are willing to 
make such sacrifices as are necessary in order that your mission be 
successfully performed, but we have reached in the Congress, gentle- 
men, the bottom of the barrel. We have reached the plac e beyond 
which it is dangerous to go in taxation and, therefore, knowing that 
six-sevenths of our national budget is applicable to the national de- 
fense and adjuncts to the national defense, there is nothing else for 
the Congress to do but come to you for assistance and ask you 1 for your 
cooperation, just as we have asked the businessman and the citizen of 
America for his cooperation in carrying on the effort and the charge 
and the responsibility that has been thrust upon our great Nation to 
be the leader of the world. 

To do it, to be successful with it, we must have unity and coopera- 
tion within and among the services and outside the services. For this 
subcommittee has taken the responsibility of endeavoring to carry out 
and to get you to help us to carry out the Unification Act of 1947, 
which must bring about economy and efliciency in the national de- 
fense and in other agencies of the Government. 

After we have had our conference, the members of this committee 
have certain questions they would like to ask you gentlemen, asking in 
a friendly manner, in a manner of cooperation so that you and this 
subcommittee and the Congress can get together to carry out the mis- 
sion that we are trying to accomplish. Thank you very much, gentle- 
men. 

Later in the day we will divide into groups. This committee, with 
such gentlemen as the general will attach to us, will go out and see 
actual operations here. “General, I understand you are going to state 
your primary mission with regard to supply. 

Lieutenant General Kepner. Yes, sir; and I'll ask my chief of staff 
to take charge on this. 

Mr. Bonner. Have the speakers appeared, sir? 

Lieutenant General Kepner. Yes, sir. 


STATEMENT OF BRIG. GEN. RICHARD G. PRATHER, CHIEF OF STAFF, 
GS, J-4, ALASKAN COMMAND, UNITED STATES ARMY 


Brigadier General Prarner. Mr. Chairman and gentlemen, I am 
General Prather, the chief of staff, Alaskan Command. As you un- 
doubtedly know, this is a unified command which comes directly under 
the Joint Chiefs of Staff. The commander in chief, Alaska, com- 
mands the forces that are allocated to him by the Joint Chiefs of Staff. 





FEDERAL SUPPLY MANAGEMENT 355 


ORGANIZATION OF MILITARY DEFENSES IN ALASKA 


These forces consist of the United States Army, Alaska, the Alaskan 
Sea Frontier, and the Alaskan Air Command. The commanders of 
these component forces report directly to their departments in Wash- 
ington on all matters that are not the responsibility of the unified 
commander. These matters pertain mostly to administrative and lo- 
gistical functions. However, the commander in chief is also respon- 
sible for many administrative and logistical matters because he is re- 
sponsible for coordinating the logistical and administrative support 
that is rendered to his component forces by their respective depart- 
ments. In connection with that responsibility, he is responsible that 
maximum economy of supply, manpower, maximum efficiency in con- 
nection with operations, 1s achieved; that there is a minimum of du- 
plication, triplication; and a maximum joint use, maximum practical 
joint use of facilities and services. The commander of the United 
States Army, Alaska, Maj. Gen. Julian W. Cunningham, certain mem- 
bers of his staff and subordinate commanders, and the commanding 
general of the Alaskan Air Command, Maj. Gen. William D. Old, with 

various members of his staff, are here this morning. Also Captain 
Patten, representing Rear Adm. Edgar A. Cruise, the commander of 
the Alaskan Sea Frontier, is here prepared to answer any questions 
you may have or to present any information that you want. Also, 
various members of General Kepner’s staff are present. General 
Kepner has a joint staff, that is, it is made up of oflicers of all three 
services: Army, Navy, and Air. 

T am the chief of staff, an Army officer. The deputy chief of staff, 
Capt. John B. Rooney, is from the United States Navy. The staff 
is divided into six principal staff divisions. Two are headed by Air 
Force officers, two by Navy officers, and two by Army officers. Since 
you are primarily interested in supply matters, I want to ask Col. Mal- 
colm Harwell, the assistant chief of staff for logistics, to briefly 
describe the logistics responsibilities of the various components of this 
command and to tell you briefly about our logistics set-up. I would 
like to introduce Colonel Harwell. 


STATEMENT OF COL. MALCOLM H. HARWELL, ASSISTANT CHIEF 
OF STAFF, GS, J-4, ALASKAN COMMAND, UNITED STATES ARMY 


Colonel Harwetni. Mr. Chairman, distinguished guests, ladies and 
gentlemen, I will give you a résumé of the logistical responsibility of 
the commander in chief, Alaska, and commanders of the component 
forces and the discussions of the lines of communication, transporta- 
tion systems, and distribution of bulk petroleum products. The com- 
mander in chief, Alaska, under the Joint Chiefs of Staff directly, is 
responsible for coordination of logistics and administrative support of 
the component forces of the Alaskan Command and for provisions of 
maximum balanced program for necessary military effectiveness in 
furthering his mission. In keeping with the established staff struc- 
ture of the Alaskan Command, the logistics division of the head- 
quarters is a small nonoperational staff section. The component com- 
mands deal directly and receive directives in regard to logistics and 
administrative matters directly from their respective departments. 
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The commander in chief, Alaska, exercises the coordination of logistics 
and administrative matters through the military commanders of the 
three component forces. This coordination includes reviewing re- 
quirements in the light of their concepts to strategic and operational] 
plans of the comm: ind and recommending priority and programs which 
will promote maximum economy in the utilization of resources, and 
which will provide a maximum bounds program in furtherance of the 
joint mission. 


MILITARY SUPPLY RESPONSIBILITIES IN ALASKA 


The expressed and working policy of the Alaskan Command is to 
avoid unnecessary duplic ation of facilities and effort. The 1 respon- 
sibility for supply held practicable within the authority of commander 
in chief, Alaska, is on a regional basis. The United States Army, 
Alaska, is responsible for providing for logistics support of all Army 
troops in Alaska, except when such logistics support is otherwise pro- 
vided for by common or current service agreements or assignments. 
In addition, it is currently responsible for providing depot level stor- 
age, distribution and maintenance of all Army purchased supplies 
required by the Alaskan Air Command. 


AIR FORCE ASSUMES CERTAIN SUPPLY RESPONSIBILITIES 


In accordance with directives received from the Air Force, this 
responsibility will be assumed progessively by Air Command during 
the fiscal years 1952 and 1954, except for the distribution, subsistence, 
medical, and for petroleum products. The Army also has the respon- 


sibility for the receipt, storage, and distribution in station tankage 
of all bulk petroleum supplied by the armed services on the mainland 
of Alaska. In addition to supply and maintenance responsibilities, 
United States Army, Alaska, is responsible for the operations of ports 
for joint use of Army and Air Force and for providing intratheater 
rail, highway, and inland waterway transportation. 

The Alaskan Air Command is ¢ charged for providing logistics sup- 
port not otherwise provided by servicing agreements and assignments 
for Air Force elements in Alaska. In addition, the Air Command is 
responsible for depot level storage, distribution, and maintenance of 
all Air Force purchased items required by United States Army, 
Alaska. Besides these responsibilities, the Air Command provides 
intratheater air transport service, including medical air evacuation for 
all component commands. It is responsible for the hospitalization 
of all Army and Air Force personnel at Ladd, Eeilson, Elmendorf, 
and Fort Richardson—that is the four mainland bases—and for medi- 
cal treatment of above infirmary level of all personnel in other organ- 
izations in installations jointly occupied by the Army and Air Force, 
such as Ladd and Eielson. 


AIR COMMAND SUPPLIES COMMON FACILITIES 


The Air Command provides common facilities, such as post ex- 
change, laundry, commissary, and other community facilities. Air 
Command also provides some of these common services for Army ele- 
ments at Elmendorf and Fort Richardson, pending availabilty of 








FEDERAL SUPPLY MANAGEMENT 357 


such services at Fort Richardson. The Army, however, provides a 
proportionate share of the military operating persannel and, in some 
sases, a proportion of employment. 

The Alaskan Sea Frontier, with headquarters at Kodiak, is respon- 
sible for providing complete logistical support of all United States 
naval forces in Alaska and for such elements of the Pacific Fleet as 
may be directed. It is responsible for receipt, storage, and distribution 
for all bulk petroleum products required by all services on the Aleutian 
chain and the Alaskan Peninsula. In addition, the Sea Frontier is 
charged with support of Air Force troops at Adak, Army troops at 
Fort Greely and partial support of Air Force troops at Shemya. In 
addition to the component commands, there are other important mili- 
tary logistical agencies in Alaska. These include the Army district 
engineers to accomplish the new construction for the Army and the 
Air Force on the mainland; the naval officer in charge of construc- 
tion at Kodiak, who supervises certain new construction for the Navy 
and the Air Force, on the Aleutian chain; the Military Air Transport 
Service which provides intertheater air transportation; Military Sea 
Transportation Service which furnishes all water lift without and 
within Alaska and the Alaskan communication system, our wide- 
spread telephone, telegraph, and radio agency, which serves the mili- 
tary as well as the civilian population in Alaska. Of the lines of 
communication from a support viewpoint, Alaska may be divided into 
three general areas. At this point I would like to call your attention 
to the fact that if Alaska were superimposed upon the United States, 
it would extend from the Atlantic Ocean to the Pacific and from the 
Mexican border to the Canadian border, that is including the Aleutian 
chain. 

SUPPLY PROBLEMS ON ALEUTIAN CHAIN 


These three general areas, the Aleutian chain, including Kodiak, 
support of this with its principal stations at Kodiak and Adak is not 
too difficult since all supplies may be moved by water or airlift direct 
to the installation. The only difficulty encountered is at Shemya, 
for the most part, out on the chain where severe storms, high winds 
deteriorated the breakwater of the dock to such an extent that utiliza- 
tion of this port during the winter months is extremely hazardous 
and during certain periods entirely impossible. * * * Because 
the Bering Sea is navigable only during the period of July-October— 
note the winter ice line here—and because of absolute lack of harbor 
and facilities, supplying these outlying disbursing stations plus annual 
support, involves many special problems. Ocean travel along the 
Arctic coast line is only possible during the month of August. Within 
this short period the annual joint supply expedition of the Navy, 
known as the Barex expedition, makes the pass into Point Barrow and 
other activities along the northern coast. The farther northernmost 
area which Alaska supplies logistically is the mainland, a rail belt 
area. In this section is found the major military installations— 
Elmendorf, Richardson, Ladd-Eielson, and Big Delta and Whittier, 
as well as the greatest concentration of civilian population in the 
territory. This area contains the only significant rail and road in the 
theater. The rail line, as shown you, is operated under the Secretary 
of Interior and connects major air bases and cities to all-year ports 
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of Whittier and Seward and reasonable port at Anchorage—note 
Anchorage is above the winter ice line. 

While the highway net provides access through Canada and the 
United States ports through the Alean Highway, this highway is main- 
tained by the Canadian Army from the line of Alaska to Canada. 
We have three main ports mentioned before here in Alaska—Whit- 
tier, Seward, and Anchorage. Anchorage is only available from 7 to 8 
months during the year. The rest of the time it is closed off. We 
have other subsidiary ports, Valdez and Haines. * * * 

To try to show you the difference between regional parts of land and 
explain why we have our regions. In petroleum, in this Army area 
has all that is available. The Navy, which is out in this area, has the 
whole of petroleum in that area. Ladd and Eielson, where there are 
joint bulk bases, the Air supplies them. That is all I have, General, 
sir. Any questions on Ladd? In addition, a lot of these questions I 
know and am very confident I will not be able to answer myself 
specifically, but we have the staff officers and the heads of technical 
services from the two component commands here. 

Mr. Bonner. Thank you, Colonel, we will hear the report that will 
be made and then we'll ask the questions, if you don’t mind. 

Colonel Harwety. That is all I have. 

Mr. Bonner. Thank you very much. 

Brigadier General Pratuer. We have not prepared any other for- 
mal preparation, sir, but as Colonel Harwell said, the technical serv- 
ices component commanders are here, and they, I believe, are prepared 
to present any specific information you might have an interest in. 

Mr. Brownson. Mr. Chairman. 

Mr. Bonner. Yes, Mr. Brownson. 

Mr. Brownson. May I suggest you asking if anybody here can pre- 
sent a brief picture of cross-servicing as existing within the unified 
command, 

Mr. Bonner. We have a set of questions that will develop and 
bring that out. 

Major General CunnincHaAM. Mr. Chairman. 

Mr. Bonner. Will you give your name, sir. 

Major General CunninGHaAM. General Cunningham, Army. 


STATEMENT OF MAJ. GEN. J. W. CUNNINGHAM, COMMANDING 
GENERAL, UNITED STATES ARMY, ALASKA 


Mr. Bonner. Yes, General Cunningham. 

Major General CunnincHam. I believe that Colonel Palmer, our 
G4 will be of assistance to your committee if he will cover perhaps 
in more detail what the Army is doing, and I think will answer your 
questions if that’s agreeable to the committee. 

Mr. Bonner. Yes; it will be. General Kepner, what is the rate 
of issue per month here? 

Lieutenant General Kepner. Rate of issue per month? 

Mr. Bonner. Yes, sir. 

Lieutenant General Kepner. What kind of supply. sir? Id like to 
call on 

Mr. Bonner. Administrative supply. 

Lieutenant General Kerner. Harwell do you have that? 
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Colonel Harwett. I don’t think I understand the question, sir. 
What is the rate of issue? 

Mr. Bonner. What is the extent of the rate of issue of administra- 
tive supplies per month? 

Colonel Harweti. You mean in tonnage ? 

Mr. Bonner. In dollars—in value. Can you give me the figures? 

Colonel Harwetu. Dll have to get that from Air and from Army. 
Is Colonel Palmer here? 

Mr. Bonner. First, V'll ask of one service and then of the three 
services. 

Colonel Harwe uu. I could not give you that right off. 

Mr. Bonner. Does either one of the services have an answer to that 
at the present time? 

Colonel Harwetn. The Air Force does not, I have been informed. 

Mr. Bonner. The year’s supply for the record, then, General. What 
is your annual inventory? I take it this as a unified command has one 
central point where all inventories are compiled. 

Lieutenant General Kerner. No, sir; they are compiled in—I’ll 
have to ask one of my staff officers. 

Colonel Harwetu. No, sir; this is a unified command; however, as 
I stated, we are nonoperational, and we do not keep records, and we do 
not overlap the different services in keeping administrative records. 

Mr. Bonner. That is fine, sir. 

Colonel Harwetu. The services have them. 

Mr. Bonner. Well, do you have, then, for the Army, the answer 
to that question, your annual inventory ? 


STATEMENT OF LT. COL. CLYDE C. SIMKUS, QUARTERMASTER, 
UNITED STATES ARMY 


Lieutenant Colonel SimKus. ’m Colonel Simkus, Quartermaster, 
Army. If I understand the question correctly, Mr. Chairman, the 
amount of expenditure for stationery and oflice supplies for 6 months 
is $71,000. That is our credit, our monetary credit allowance. 

Mr. Bonner. That’s for 6 months? 

Lieutenant Colonel Siakus. Yes, sir; and roughly $142,000 for 1 
year. 

Mr. Bonner. That’s your allowance. Now, do you have any figures 
to show what you issue? 

Lieutenant Colonel SumKus. I don’t have it here, sir. I would esti 
mate that figure is compiled or computed in accordance with estab- 
lished consumption data in previous months and years, and experi- 
ence factor plus consideration of the population figure and that figure 
is very accurate. I would estimate that in the past 6 months we have 
expended very nearly that amount, $71,000, for 6 months for sta- 
tionery and office supplies. 

Mr. Bonner. You mean you have that allowance, and you expend 
that much. 

Lieutenant Colonel Simxkus. Yes, sir. 

Mr. Bonner. So you do not have anything left over and just round 
right out at an even figure at the end of 6 months? 

Lieutenant Colonel Surkus. Well, Mr. Chairman, this amount is 
transferable to the next 6 months at the end of the period. If we don’t 
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require that amount of money for those supplies during this 6-month 
period, that amount of money doesn’t revert back to the Department 
of the Army. It goes into the next 6-month period, and then if not 
utilized at end of fiscal year it reverts back to the Department of the 
Army, but offhand I don’t have the consumption figure that we had 
utilized the last 6 months. But, as I said before, I would estimate 
it was very close to the allowance figure. 

Lieutenant General Kerner. Did you get that in your records? 

Mr. Bonner. Fair enough. Just what is your duty here, then ¢ 

Lieutenant Colonel SorKkus. Well, the mission of the Quartermas- 
ter, United States Army, is to insure prompt availability of Quarter- 
master supplies. 

Mr. Bonner. That is understood, now. What is your stock turn- 
over ¢ 

Lieutenant Colonel Simkvs. I don’t quite get that question, 

Mr. Bonner. How often does your stock turn over ¢ 

Lieutenant Colonel Srukus. What type of stock did you have in 
mind, sir? 

Major General Cunnincuam. Al] classes, you mean ¢ 

Mr. Bonner. No, not all classes of stock. In your warehouses. 
Common-use items. 


TURN-OVER OF SUBSISTENCE ITEMS 


Lieutenant Colonel Simxus. Well, we have an established level for 
all types of supplies, Mr. Chairman, for instance, trying to read into 
your question there, we have class I subsistence, which Quartermaster 
is responsible for furnishing to the armed forces in Alaska. Now, 
those supplies have a turn-over monthly, and we keep them in our 
depot level—60-day level. Does that answer the question, sir? 

Mr. Bonner. Yes. What lead time is necessary in requisitioning 
your general classes of items / 

Lieutenant Colonel Srmrxus. Well, our requisitioning objective is 
considered 90 days—30 days reserve, 30 operating, and 30 for order- 
ing and receiving time. 

Mr. Bonner. What is the extent of your losses through pilferage 
and theft ? 

Lieutenant Colonel Stmxvs. In transit, sir, or-—— 

Mr. Bonner. Both. 

Lieutenant Colonel Smm«vus. Well, that’s kind of an ambiguous 
question, sir. We are—we anticipate in transit roughly 5 percent 
on our class T supplies. Offhand, I don’t know if we exceeded or did 
not exceed that figure, possibly approached it very closely in con- 
sideration of perishable items. We do have possibly some pilferage 
of Quartermaster items to a minor degree because of lack of storage 
facilities which are presently in a completion stage. We have con- 
siderable items stored in outside storage. 

Mr. Bonner. I was going to ask you that. What type of storage, 
covered or open, do you use ? 

Lieutenant Colonel Sruxus. We have, of course, both. * * * 

Mr. Bonner. Is there any active program to aid in developing stock 
level standards for the theater? 

Lieutenant Colonel Simxus. Yes; we are currently receiving almost 
very regularly—at least every week—various items that are being 
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standardized and the responsibility is given to service. I can list one 
item; for example, sandbags very recently became a Quartermaster 
responsibility for use in fortification. 

Mr. Bonner. Sandbags would naturally—wouldn’t they be stand- 
ard items? 

Lieutenant Colonel SmKus. Yes, sir. 

Mr. Bonner. What others, if any? How many items do you have 
altogether, Colonel ¢ 

Lieutenant Colonel StmKus. Quartermaster roughly has about 70,- 
000 items, sir. 

Mr. Bonner. Generally, do you get together with the representatives 
of the other two services ¢ 

Lieutenant Colonel Simxus. Were you speaking to me, sir/ 

Mr. Bonner. Yes, sir. 

Lieutenant Colonel Simkus. Yes, we do. The G-4 Section of Army 
controls the practice of tech sections, and we meet regularly and dis- 
cuss various phases of supply. 

Mr. Bonner. And do you also meet with Navy and Air Force to 
discuss this 4 

Lieutenant Colonel Stmkus. Do you want specific instances 4 

Mr. Bonner. For the theater. 

Lieutenant Colonel SmmKus, Now, Mr. Chairman, I am in a tech- 
nical service level. We are members of a special staff of the G-4. 
We in the lower echelon are there for the meeting and establishment 
of policy and discussion of problems. 

Mr. Bonner. We are interested in the lower levels. Of course, we 
have heard the Washington level. Now we are interested at this 
level in seeing to what extent you get together and coordinate and dis- 
cuss standards. 

Mr. Brownson. Mr. Chairman, I think what he is trying to establish 
is that personnel from the Assistant Chief of Staff, G—4, would be the 
ones that would be meeting together on that and not the Quarter- 
master. 

Mr. Ponner. Yes; but we want to find out what develops in the 
grass roots, if we may term it that way. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Bonner. Yes, Mr. Lantaff. 

Mr. Lanrarr. I think what the chairman has in mind is what per- 
centage of the 70,000 items handled by Quartermaster are common- 
use items 


~ 





STANDARDIZATION OF COMMON ITEMS 


Lieutenant Colonel Stmxus. I see. 

Mr. Lantarr. With the other services. I think the question the 
chariman has in mind is whether or not at the technical service level of 
the Quartermaster Corps, you make an effort with the corresponding 
services in the Navy and Air Force to standardize those common-use 
items so that each service is not handling the same item; and to provide 
for common procurement, such as in the case of your sandbags, for all 
of those common-use items. I think that is what he had in mind as 
to what percentage of the 70,000 items are common-use items; whether 
or not on all those common-use items Quartermaster Corps procures 
those for all services in the Alaskan Command. 














362 FEDERAL SUPPLY MANAGEMENT 
FOLLOW WASHINGTON DIRECTIONS ON STANDARDIZATION 


Lieutenant Colonel Srmxus. Well, of course, we are issued direc- 
tives that come in and regulations that emanate from Washington, 
and we merely follow the regulations insofar as standardization is 
concerned. In a_ technical section of Quartermaster we have 
nothing to do with standardization of any particular item or items. 
That is passed down to us for implementation. Of those 70,000 items, 
Mr. Congressman, it is pretty hard for me to say offhand how many 
are common-use items, but I will make this statement that we, 
Army, furnish all POL products—that is all petroleum products—to 
the Air Force as well as the Army and we also furnish all subsistence. 


ITEMS SUPPLIED TO OTHER SERVICES BY QUARTERMASTER 


Mr. Lanrarr. You furnish all POL and subsistence now ? 

Lieutenant Colonel Simxus. Those are two major items. We call 
them class IIT and class I. 

Mr. Lantarr. What other common-use items does the Quartermaster 
supply within the Alaskan Command to all services? 

Lieutenant Colonel Simxus. Well, until recently we furnished all 
class II, or most of class II items, such as underwear and socks and 
such items of common usage, but as of October the 1st of this year, 
this month, that responsibility has gone over to Air Depot or to the 
Air Command, and they are logistically supporting the Air Command 
at this level ? 

Mr. Lantarr. Are class II items of supply now issued by the 
Air Force for the command ? 

Lieutenant Colonel Simxus. That is right, sir. 

Mr. Lantarr. Well, now, you mean there was integration but now it 
has been separated ? 


SEPARATION OF AIR FORCE CLASS II SUPPLIES 


Lieutenant Colonel Stmxus. That is right, sir. 

Mr. Lantarr. What is the reason for that, Colonel ? 

Major General CUNNINGHAM. Directive from Air Force. 

Lieutenant Colonel Siuxus. Well, that’s the main reason. 

Major General CunNINGHAM. I believe that was arrived at as a 
result of a directive from the Air Force on this class IL. 

Mr. Lanrarr. What is your concept of the reasons for that, General 
Cunningham ¢ 

Major General CunnincuaM. I don’t know, sir. 

Mr. Lanvarr. Colonel, what is your concept for the reasons for that # 

Lieutenant Colonel Smurkus. I don’t know, sir. 

Mr. Brownson. We could restate that another way. In your opin- 
ion, While you were providing class II service for the Air Forces, 
were you providing satisfactory class IL supplies for them up until 
October 1? 

Major General CunntNGuam. So far as I know; yes, sir. I am not 
qualified to answer that question. It seems to me, sir, that should be 
answered by an Air Force representative. 

Mr. Brownson. Well, we'll ask them too. Frankly, we've been 
interested in this proposition for quite a while, the Air Force’s desiring 
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to get into the Quartermaster business. I would like to know if the re- 
lationship, while it did continue up until October 1, was a satisfactory 
relationship as far as the Army was concerned, and later on we'll de- 
velop the same point with the Air Force. 

Major General CunninGHAM. Colonel Lewis, do you know any rea- 
son why it wasn’t satisfactory ? 










STATEMENT OF COL. EDWARD J. LEWIS, QUARTERMASTER CORPS, 
UNITED STATES ARMY 


Colonel Lewis. No, sir; I have been here a year and as far as I know 
and have been able to determine there was not too much difficulty in 
issuing any of the supplies out of the depot to Air Force. That is, any 
more difficulty than we’ve had in issuing to any other units up here 
in Alaska. We have been handicapped by virtue of having to do busi- 
ness outdoors which office supply men know make it practically an im- 
possibility to keep proper inventories and keep proper ‘locations. 
However, that situation is now being corrected and we expect as soon 
as we can occupy the new warehouses that are being completed that all 
the depot inventories and stock locator systems can be brought into 
line where we know what we have and know where it is. 


WEATHER PROBLEMS IN HANDLING SUPPLY 


I do not mean to imply that we do not know what we have. We do 
know what we have and we generally know where it is, but out in the 
snow and cold weather with the severe conditions under which these 
men have to work, sometimes we are not always able to findthem. That 
situation will be corrected I am sure within the next 90 days when 
we can get in these new warehouses and set up our locator system 
properly and take our inventories as they should be. We take our 
inventories now on an annual basis, on a zero basis. You gentlemen 
understand what zero is—that means we run out of an outfit, we know 
we don’t have it so we start our stock record from that point and on 
cycle inventories when we can get the personnel trained to do it. 

Mr. Brownson. Did the Air Force have depot facilities when they 
took over your class IIL supply for their own forces ¢ 

Colonel Lewis. I cannot say, sir. 

Mr. Bonner. Colonel, when did you get the directive dividing up 
the supply system here? When did you get the directive / 

Colonel Lewts. Around July of this year. That came through the 
Army Headquarters to the technical service chiefs. 

Mr. Bonner. Now, this subcommittee thought that this was a unified 
command. Therefore, we are asking these questions. 

Colonel Lewis. May I add to Colonel Simkus’ remarks on items that 
are being jointly procured and distributed to Air Force—would you 
like for me to bring them out as specific items? Coal, gasoline and 
oil, all items of produce, milk and ice cream, lumber, building mate- 
rials, and other supplies. Now, those other supplies are supplies that 
are being procured locally here whenever we can get them and that’s 
not a very easy thing in Alaska. 

Mr. Bonner. Mr. Lantaff. 
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Mr. Lanrarr. By way of summary, _ Quartermaster then issues 
for the Army and the Air Force class I items, POL, sandbags, and 
construction material—procured locally. 

Colonel Lewis. The Quartermaster does not issue any construction 
material. I am speaking for the general depot that is a depot organ- 
ized in accordance with the Department of the Army policy to inte- 
grate as far as possible all supply activities under one general admin- 
istrative headquarters. Each little section there, is a depot in itself 
with the exception of the overhead administration such as stock con- 
trol, space utilization, materials handling equipment, all types of 
equipment utilization, management, and so forth. That is done in our 
headquarters; we are the coordinating headquarters for the seven 
technical services. 

Mr. Lantarr. From the standpoint of the depot / 

Colonel Lewis. That’s right, I am speaking only for the Alaska 
General Depot. 

Mr. Lantarr. Now, these supplies that we have mentioned are also 
procured for the Navy ? 

Colonel Lewis. We issue to all the services some food items. Now, 
I can’t answer that question specifically. 

Mr. Lanrarr. How about POL’ The Navy supphes its own, does 
it not? 

Lieutenant Colonel Simkus. They have their own. 

Mr. Bonner. Colonel, how many items does the Bureau of Supplies 
and Accounts in the Navy handle that are the same as Quartermaster 
handles ¢ 

Colonel Lewis. That would have to be answered by G—4+ Army. 
I’m on the operating end, sir, I only handle stuff after we get it. We 
do not plan on our level. 

Major General Cunntnonam. T would again like to recommend, Mr. 
Chairman, that the Army G—4 give vou a statement that he has pre- 
pared, an informal statement that I think will answer many of the 
questions that the sube ommittee has inmind. It will cover the various 
classes of supply and precisely what the Army does. [am not trying 
to divert the subcommittee, sir, from any line of questioning you may 
have. 

Mr. Bonner. Is there someone here from the Navy who can answer 
this quest ion ? 


STATEMENT OF CAPT. W. L. PATTEN, UNITED STATES NAVY, 
SEVENTEENTH NAVAL DISTRICT, SUPPLY OFFICER, KODIAK, 
ALASKA 


DUPLICATION IN COMMON-USE ITEMS 


Captain Parren. That last question—I would say perhaps on the 
order of 100,000 items, common-use items that both Army and Navy 
would use. Hand tools, for example, hardware items. 

Mr. Bonner. What is the percentage handled by both? 

Captain Parren. I would say that there are perhaps 100,000 items, 
on that order. 

Mr. Bonner. Seventy ae handled by the Quartermaster and 
70 percent handled by the Navy—which are identical items—of all 
items handled ¢ 
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Captain Parren. No; I wouldn’t say 70 percent because you have 
all your technical items. 

Mr. Bonner. What percentage would you think it was? 

Captain Parren. Possibly a third. 

Mr. Lanrarr. With reference to hammers and saws and blankets 
and other common use items that you say are common with the Navy 
and the Army and the Air Force, are those, although they are common 
use items, nevertheless procured by the separate services through their 
normal supply channels in thé States ? 

Captain Parren. Yes, they are, sir. There are certain classes of 
material that are being separated—the Army, for example, procures 
all lumber. That is so far as making the procurement 1s concerned. 
Then, of course, the material comes into the Navy installations under 
those contracts that the Army awards. 

Mr. Lantarr. General Kepner, what we are trying to find out is 
whether or not it would be advantageous to the acomplishment of your 
mission if there were more integration and a common supply system 
for common use items. In other words, our viewpoint is 1f we have 
one service procuring underwear, and another one procuring under- 
wear, and a third service procuring underwear, we’ve got to have three 
sets of people with three sets of records with three sets of warehouses to 
issue a pair of shorts and an undershirt. We were wondering whether 
or not we could cat down on the number of men and cut down on the 
number of warehouses and cut down on paper work by integration. 
We are interested in (1) your mission and whether or not that will save 
the taxpayers money and also enable you to accomplish your mission 
better. So, this business of splitting into three sets of operating serv- 
ices Just to pass out underwear and blankets and things like that—we 
can’t understand how that is in the best interests of the taxpayer or 
helps you to accomplish your mission any better. 


LARGER HEADQUARTERS STAFF FOR CENTRALIZED SUPPLY 


Lietitenant General Keener. All we need to get our mission accom- 
plished are forces that will meet the need for defense of this area. 
Those forces require certain items; one figure of 100,000 has been 
mentioned, another of 70,000 has been mentioned, and there are 
probably several other hundreds of thousands of items that get 
into business. Now, as I see it, it is sort of like a funnel, the mouth 
of which is back in the States where the equipment is procured and 
that must be procured and poured into a funnel and the point of the 
funnel reaches us. Whether it reaches us in one central spot or 
whether it reaches us in three different spots distributed expedi- 
tiously to where it is to be used is a question of the people. If it 
reaches us in one central spot then we’ve got to have a very much 
larger organization than we have in order to make distribution from 
this standpoint, and we, therefore, would waste manpower if we had 
that to contend with in my headquarters. By having the three com- 
ponent commands and having them adequately supplied through their 
own channels of supply, that simplifies my mission and requires less 
personnel in my headquarters. I only havea matter of afew * * * 
people in my headquarters as compared to a matter of several hundred 
people * * * that are required in Europe, and in one headquar- 
ters, in Handy’s headquarters. ‘The small number of people that we 
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have here and the small number of people that we are likely to have 
until hostilities start, the way it is running now is very satisfactory 
so far as I am concerned. Now, the color of a blanket that a man 
sleeps under—it doesn’t matter to me what color the blanket is, but the 
Navy Department says he’ll sleep under one color blanket and the 
Army says he sleeps under another color, and the Air Force sleeps 
under the same color blanket as that. The color of the socks—if you 
have different color socks and I think it is a question of whether they 
can procure different color socks in one point back in the States and 
then send it to one point here. I think that if we have to assemble all 
this stuff here, then we do have to have a very large staff to redistribute 
ithere. It would take time and extra men. I don’t think we’d use any 
more, and I don’t think it would cost any more one way or the other. 


NEED FOR PUBLIC WORKS ON ACCOUNT OF SEPARATION OF STOCKS 


Mr. Lanrarr. Where does the Air Force keep its class IT supplies 
now ¢ 

Major General Ovp. The depot here. 

Mr. Lantarr. Was that building in use as a depot by the Air Force 
at that time? 


STATEMENT OF MAJ. GEN. WILLIAM D. OLD, COMMANDING 
GENERAL, ALASKAN AIR COMMAND, UNITED STATES AIR FORCE 


Major General Oxtp. We have insufficient warehouses here. We have 
considerable amount of outdoor storage. We have warehouses that 
will be constructed next season. 

Mr. Lanrarr. Did taking over the issuance of class II supplies 
further complicate your warehousing problem ¢ 

Major General Oup. Yes, sir; we require additional warehouse space 
to what we had. 

Mr. Lanrarr. How much additional warehouse space will you 
have to construct here in order to handle class IL supplies? 

Major General O_p. Colonel Giddens, do you know the size of the 
new warehouse that’s to be constructed ¢ 


STATEMENT OF COL. JEROME D. GIDDENS, HEADQUARTERS, 
ALASKAN COMMAND, UNITED STATES AIR FORCE 


STORAGE SPACE NEEDED FOR AIR FORCE CLASS II I'TEMS 


Colonel Gippens. The assumption of the bulk storage of quarter- 
master items by the Air Force will require about 54,000 square feet. 
Mr. Lanrarr. And what is your estimated cost on that, Colonel ? 

Colonel Gippens. I don’t know the exact cost, sir, 1 think that 
we do have people here who can answer that question. The Army 
engineers do our construction and they know the cost, and I am not 
familiar with the exact cost of that warehouse. 

Mr. Lanvarr. Can we get the estimated cost of that 

Mr. Bonner. Colonel, let me ask you a question. What technical 
services and commands have supply depots in this theater ? 

Colonel Gippens. The general depot, that is the Alaska general 
depot, which is the Army general depot, has all the technical service 
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items. The Navy has its supply depots at Kodiak; the Air Command 
operates an air depot or the air depot wing. We are stocking now 
technical items of air only plus these quartermaster items that we have 
just discussed. The air depot is concerned only with those peculiar 
Air Force items which pertain to aircraft and special equipment for 
the handling of the aircraft with the exception, of course, of the 
depot stockage of quartermaster items that we have just assumed. 


DUPLICATION OF STOCK 


Mr. Bonner. Colonel, what is the extent of duplication in quarter- 
master supplies and inventories in these various warehouses ¢ 

Colonel Gippens. The dollar value, sir, I don’t know. The main 
item that we have assumed from the quartermaster is that of cloth- 
ing. ‘They still furnish our subsistence to us, they still furnish our 
petroleum products. The main one, that we have taken over at the 
present, is the item of clothing. I think, and this is truly a personal 
opinion, that the reason we assumed that we were carrying certain 
special items of Air Force clothing that we require in our Air Force 
operations and other items of clothing for our Air Force troops to 
that stock which we took over from the quartermaster. 

Mr. Bonner. Colonel, do you all use the same cataloging system ? 

Colonel Gippens. No, sir; we do not. Our clothing has ali been 
cataloged into our Air Force technical system. The quartermaster 
still uses the Army cataloging system. 

Mr. Bonner. General common items. Do you use the same cata- 
Joging system ¢ 

Colonel Gippens. Yes, sir; for the other items they furnish to us 
we requisition under their cataloging and classification books. 

Mr. Bonner. Are there any of the Federal numbers in the catalog 
you are using? Federal stock numbers? 

Colonel Gippens. There are some. Our Air Force system does not 
have the complete Federal numbers. 

Mr. Bonner. How about MBCA? 

Colonel GippENns. No, sir. 

Mr. Bonner. Colonel, has this command made any recommenda- 
tion to Washington on standardizing common-use items? IT would like 
to ask that of all three—the Army, the Navy, and the Air Force. 
Directives from Washington have to have their foundations in recom- 
mendations from the field. Now, I ask the question—the three serv- 
ices, have they made any recommendations to Washington toward 
standardization of common-use items / 

Captain Parren. I would say no, sir. 

Colonel Patmer. No, sir. 


AIR FORCE ASKS FOR COMMERCIAL-TYPE VEHICLES 


Colonel Gippens. No, sir; with the one exception. We have re- 
quested through our Air Force channels the authority to go from 
what we know as a tactical-type vehicle to a standard commercial- 
type vehicle. In other words, we would like to have vehicles that 
we could take off of the production line and still use in our opera- 
tions. We feel that that is easier to maintain and to operate, and 
that is the only instance that I know of. 
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Mr. Bonner. What do the other services here think of that? 

Captain Parren. I think what you are referring to, sir, is han- 
dled, at least to a certain extent, by the Munitions Board in Wash- 
ington. 

Mr. Bonner. The Air Force here made the request to use a certain 
type vehicle. Has there ever been any collaboration at this post on 
the utilization of standard vehicles ? 

Captain Parren. Not that I know of so far as Navy is concerned, 


S1r. 


STATEMENT OF LT. COL. GORDON M. SMITH, ALASKAN COMMAND, 
UNITED STATES AIR FORCE 


Lieutenant Colonel Smiru. In connection with vehicles, we did 
recommend to the Department that we be furnished commercial- 
type vehicles, sedans in lieu of jeeps for administrative purposes, 
commercial carry-all types, that is the station wagon in lieu of 
sedans for transportation over larger areas because of the ease of 
maintenance of commercial-type vehicles. The cost of maintenance 
of a jeep is greater than the cost of maintenance of a sedan, the cost 
of maintenance of a commercial-type carry-all or station wagon is 
cheaper than a sedan. It also carries more people than a jeep for 
administrative purposes. However, we cannot utilize those vehicles 
tactically. But for our administrative usage, we did recommend 
that we be furnished those type of vehicles, that is, for our interpost- 
intrapost operations. 

PROCUREMENT OF SEDANS 


Mr. Bonner. What was the result of that request / 

Lieutenant Colonel Smirn. We have been furnished 97 sedans to 
be used in lieu of jeeps and we are in the process of taking in the 
jeep, furnishing the sedan, and returning the jeep to the zone of the 
interior where it may be utilized for a tactical vehicle. 

Mr. Bonner. You don’t know how the sedans were acquired for 
the Army in this area ? 

Lieutenant Colonel Smirn. They were procured by the Chief of 
Ordnance, I presume, sir. 

Mr. Bonner. I will ask the three gentlemen who just answered the 
last question: What was the latest directive issued on supply dis- 
cipline in this theater ¢ 

Captain Parren. We are receiving continually directives prin- 
cipally from the Supply Demand Control Board, sir—from the gen- 
eral store supply at Philadelphia, the clothing supply office at Brook- 
lyn, and the other various supply demand control boards. We also 
get directives in regard to stock levels from various commands, the 
Air Force Pacific, for example. 

Mr. Bonner. Have you had any directive from Washington on 
supply discipline—emphasizing supply discipline ? 

Captain Parren. We get a lot of material from Washington, yes, 
sir; and general supply accounts giving quotations from talks given 
before the various committees of Congress and other similar reading 
material that brings up the general subject of supply discipline. 

Mr. Bonner. What is the answer of the Army ? 
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ARMY SUPPLY DISCIPLINE IN ALASKA 


Lieutenant Colonel Smirn. We received a letter from Secretary 
Pace in connection with cost consciousness and supply economy. In 
an implementation of that letter of the Secretary’s, this headquarters, 
the Army headquarters, sent to the field letters governing supply 
economy and a reiteration of our previous stand in the matter gov- 
erned by our regulations on supply economy. We took up the ques- 
tion of utilization of clothing, reduction in fuel consumption with 
our field commanders. Our commanding general, sir, had a meeting 
with our Army commanders, that is our field commanders, and at 
that conference discussed the question of cost consciousness and the 
necessity for placing the emphasis upon it. He also took up matters 
of supply economy—utilization of supplies, and those remarks of 
the general, sir, became the subject of directives and put out to the 
field. 

Mr. Bonner. What was the date of the directive you received ? 

Lieutenant Colonel Smiru. The last one, I believe, went out about 
the 19th, sir; Lam not sure of the exact date. It had to do with organi- 
zational clothing and equipment. 

Mr. Bonner. I am speaking of Mr. Pace’s letter. 

Lieutenant Colonel Smrru. I do not know the date of Mr. Pace’s 
letter to the comand. 

Major General Cunnincuam. General Cunningham, sir. I have 
that letter and can give you the date. 

Mr. Bonner. Approximately, General, that’s all. 

Major General CUNNINGHAM. Approximately, sir, I would say that 
about the last month. I think it came in about a month ago. 

Mr. Bonner. And the Air Force, please ? 


AIR FORCE SUPPLY DISCIPLINE IN ALASKA 


Colonel Gippens. We received a letter from the Air Matériel Com- 
mand who are charged with the policy of our supplies system, about 
60 days ago, the exact date I don’t know, emphasizing supply disci- 
pline. Based on that we went again to our field organizations reiterat- 
ing previous directives to them on supply discipline. That concerned 
mainly fuel economy and the economy of certain technical items that 
were In critical short supply, aircraft engines as an example again 
reiterating the necessity for returning repairable items to the ZI 
for depot overhaul so that they could be properly used. That went 
out of this headquarters about 45 days ago, the exact date I don’t have 
right here. 

Major General CUNNINGHAM. May I add something to that? This 
question of supply discipline is very much emphasized in the Army 
and on all our efficiency reports that we put in on officers, we have to 
make a comment as to whether the particular officer is concerned, has 
rarried out supply discipline and the care of Government property. 

Mr. Bonner. To the quartermaster: To what extent do you edit 
requisitions ¢ 

Lieutenant Colonel Siakus. What type of requisitions did you have, 
sir, in mind? 

Mr. Bonner. Supply items, common-use items. 
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Lieutenant Colonel Smaxus. Requisitions are submitted to the depot 
insofar as Army is concerned, submitted for replacement purposes, for 
instance. We have an established level that each station has. When 
they go below that said level they submit a requisition. Of course, 
that requisition is received by the depot and in turn is filled on the 
basis of their requirements. 

Mr. Bonner. Do you deny anything, do you check it or look it 
over? 

DEPOT EDITING OF STATION REQUISITIONS 


Lieutenant Colonel Siaxvs. The depot has what we call an editing 
section and they edit the requisitions when they come in. They either 
line them out or in some cases lower the amount. 

Mr. Bonner. What classes of items have been recently denied ? 

Lieutenant Colonel Smrxus. One of the most critical items we had 
recently just offhand that I can remember were items of paper. Paper 
presumably is of a very critical nature in the States and that follows 
in connection with our previous discussion here on supply discipline. 
We have also disseminated information to the stations for economy 
in the use of paper in all forms of stationery, and so forth. 

Mr. Bonner. Have you edited for luxury items? 

Lieutenant Colonel SriaKus. What would your definition be of 
luxury items, sir, as far as quartermaster items are concerned ¢ 

Mr. Bonner. Special kinds of desk sets. 

Lieutenant Colonel Smm«us. Luxury items such as desk sets are not 
approved by the quartermaster for procurement. 

Mr. Bonner. Do you find any activity consistently overstating its 
requirements ¢ 

Lieutenant Colonel Simxvus. No; offhand I would say not, sir. 

Mr. Bonner. Do you have any list of items that are of a luxury 
nature consistently denied ? 

Lieutenant Colonel Sumkus. No, sir; the only item I recall is that, 
that you mention of desk sets. 


INSPECTION AND RELATED PROBLEMS 


Mr. Bonner. With regard to inspection, have you any problem 
areas? Some indications have been received that opel rational theaters 
are receiving quantities of items poorly identified, incorrectly labeled, 
obviously resulting from poor inspection. Have you experienced any- 
thing of that kind? 


IMPROPER LABELING OF SUPPLIES 


Lieutenant Colonel Sim«us. Yes; I think that to a degree we have. 
When you consider the fact that our depot came into being a little 
over a year ago, a year ago last March, we actually started performing 
our distribution mission before we had any, more or less, indoor facili- 
ties for storing. Some of the items no doubt that were being dis- 
tributed to the various stations from outside storage, in some in- 
stances would not have the proper markings and probably would not 
arrive in quantities and amounts that were so designated on the requi- 
sition. But, at present, I am glad to say we don’t have a situation of 
that nature existing. I think that each and every case of merchandise 
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going out is properly marked, annotated, and listed in the quantity 
that we found. 

Mr. Bonner. I am speaking of items you received, shipments you 
received; do you find them improperly identified, received in your 
depots, now, wherein you have an identification on a crate we'll say 
and you open it and find something else in it. Do you have anything 
along that line? 

Lieutenant Colonel Simkus. We have possibly, to a very small de- 
gree. I can’t think of any specific instance, sir. 

Mr. Bonner. I ask the other two services the same question. 

Captain Parron. It doesn’t present any problem. Of course, we 
do receive improperly marked material both from contractors and 
other supply activities. In the Navy it is usually checked upon receipt 
for the stock number and identification. It is not a problem. 

Colonel Gippens. Generally speaking, our equipment is very well 
identified. We have had instances where it was not. However, we 
use the same system as the Navy uses, we inspect it upon receipt here. 
Those items that are not properly identified are given the proper stock 
numbers. Those instances are very very few. 

Mr. Bonner. Now, I'll ask you three gentlemen—you mentioned 
paper. To what extent are Army, Navy, and Air Force purchase 
requisition forms standardized ? 

Colonel Gippens. I don’t know the answer to that one completely 
right now. Most of our purchase forms, sir, are the Department of 
Defense forms. 

Captain Parren. Are you referring to standardizing the requisi- 
tion form itself, sir? 


REQUISITION FORMS NOT STANDARDIZED 


Mr. Bonner. To what extent are they standarized ? 

Captain Parren. I wouldn't say any, sir. 

Lieutenant Colonel Smiru. They are not standardized, sir. That 
is, our requisition form is different from the Air Force and different 
from the Navy’s. 

Colonel Gippens. I misunderstood your question. I thought you 
asked if purchase forms were different. Our requisition form is an 
Air Force form and it is not standard with either the Army or the 
Navy. 

Mr. Bonner. You have routing instructions on them don’t you? 

Colonel Gippens. Yes, sir. 

Mr. Bonner. Do the other services have that on their forms? 

Lieutenant Colonel Sumkus. Yes, sir; the Army has. 

Captain Parren. It isn’t printed on the form but there are instruc- 
tions how the form will be routed. 

Mr. Bonner. What directives have come to you from headquarters 
on cross servicing? The three services now can answer that in turn. 


CROSS-SERVICING ON VEHICLE MAINTENANCE 


Lieutenant Colonel Smrru. We have received through Army regu- 
lations and special regulations directions in the manner in which we 
will effect cross-servicing agreements. We have in this command 
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effected cross-servicing agreements with the Air Force. A particular 
one in mind is we are responsible for depot maintenance of vehicles. 
The Air has facilities wherein those vehicles can be maintained. Loss 
of that facility, by transferring that responsibility to the Army, the 
Air would lose that facility, the command would lose that facility. 
We effected a cross-servicing agreement with Air whereby the Air 
command performs the depot maintenance on its Army procured vehi- 
cles, that responsibility being the Army’s. Then the transfer of funds 
is effected from the Army to the Air Force, the Air command, covering 
the amount of depot level maintenance that they have performed on 
Army procured vehicles. That is implemented in a directive which 
was issued jointly by the command, and our inspectors go into their 
facility and determine the quantity of work which is depot mainte- 
nance and approve the accomplishment of that work. At the end ofa 
month period, the total is submitted through the comptroller’s and 
an exchange of funds is transferred. That has been of considerable 
value not only to the Air Force but to the Army. It’s provided the 
depot maintenance for the Air when they need it. It has meant that 
the Army’s shops, depot shops, would not be overloaded taking care 
of its own. We have limited the overburdened maintenance facilities 
for Ordnance vehicles. We were for a time evacuating those vehicles 
to the States and providing the depot maintenance by evacuation. 
By utilizing this facility on cross-servicing agreement, we are able 
to provide that maintenance and the Air keeps their vehicles in 
operation. 

Captain Parren. We are frequently receiving general instructions 
from both Washington and the supply demand control boards, in 
regard to cross servicing, the need for it, the field in which it can 
be used, the general instructions in how it will be done depending 
upon which bureau of the Navy is concerned, what branch of the Army 
or Air Force is concerned. We have a number of good examples of 
cross servicing in this area—POL products perhaps is the best one. 
As those individual cases come up, there are a number of them, we 
receive, of course, spécific instructions or else we work out specific 
procedures as to how to be accomplished. 

Colonel GippEens. Our cross servicing through the other services is 
rather limited. We are dependent more upon the other services to 
service us. However, the Army does have some small aircraft, liaison- 
type aircraft, that they use. We are doing the depot maintenance 
of those aircraft, furnishing the parts and personnel to do the work, 
performing formal inspection of those aircraft for the Army on a 
cross-servicing basis. 

Mr. Bonner. Now, at this base is there a consolidation of motor- 
vehicle maintenance ? 

Colonel Gippens. Yes, sir; that has been pointed out by Colonel 
Smith whereby we had the facilities to do the maintenance on those 
vehicles where the Army had the responsibility on a cross-servicing 
agreement with us, we are actually doing that in the facilities avail- 
able to us. 

Mr. Bonner. So it is not a consolidation at this base of maintenance 
on motor vehicles for all branches of the service ? 
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ORGANIZATION FOR MOTOR VEHICLE MAINTENANCE 


Lieutenant Colonel Smrrn. The Army provides the three echelons 
in maintenance, Organization maintenance is accomplished by the 
units and organizations whether they be in field units or stations. Then 
there is field maintenance, which was formerly called third and fourth 
echelon maintenance. That is accomplished in centralized shops at 
each garrison. As it is here, Fort Richardson has a field maintenance 
shop wherein they accomplish the field maintenance work for all 
organizations of the Army stationed at Fort Richardson. Then the 
depot maintenance is provided by our general depot for all of the 
garrisons, that is all the vehicles that require depot level maintenance ; 
the rebuild of assemblies and subassemblies is accomplished in the 
depot. We do not perform any work for Air in our field maintenance 
shop. I presume the Air does provide their own field maintenance 
in their own field-maintenance shops. Those are our three echelons 
of maintenance and our facilities in which we accomplish this main- 
tenance at all echelons is extremely limited. Its condition is almost 
critical. 


STATEMENT OF COL. GEORGE W. PALMER, GS, G-4, UNITED STATES 
ARMY 


Colonel Patmer. I think the number of items that I might be able 
to help the committee on in regard to cross servicing I have listed 
here. You have already had the views of the QM. I would like to 
go into some of the other services, for instance the Chemical Corps. 


EXAMPLES OF CROSS-SERVICING 


We furnish support on chemical items except purely chemical vehi- 
cles, to the Air Force. In the Engineer Corps all military construc- 
tion here is normally handled by the DE for the Army and Air Force. 
We furnish depot support on engineer items tothe Air Force. * * * 
Another item is water supply system at Fort Richardson which is 
handled by the Engineer, Army. The medical, we provide depot 
support for medical supplies both Army and Air Force. For instance, 
we perform optical repairs and optical fabrication. The Ordnance 
has just been covered by Colonel Smith. Signal—the Navy provides 
the Signal communications center for such Army troops as are located 
at Fort Greely. 

At Fort Richardson the Army furnishes all telephone service to 
the hospital, the Air Force hospital, which is operated there. Like- 
wise, the Air Force gives Army certain services such as telephone 
service, utility service, water, light, and heat, sewerage, and so forth, 
at bases, Air Force bases, at Ladd Field and at Eielson, where the 
Army does have some troops. In regard to transportation, the Army 
operates a utility railroad at Elmendorf AFB. The Air Force pro- 
vides certain engine house facilities and office buildings. At Ladd, at 
Eielson, the Air Force utility railroad services Army troops. Army 
tank cars are used throughout the area to distribute POL products. 
The Army books cargo and passengers through the Military Sea Trans- 
port System for both Army and Air. All ports are operated by the 
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Army for both Army and Air Force. The Army also provides steve- 
doring and lighterage for movement in Cook Inlet, that’s the local 
inlet, and Bering Sea operations. The Army contracts for surface 
movements including river operations. The harborcraft owned by the 
Army, we have an agreement with the Navy whereby they will per- 
form certain repair facilities at Kodiak to these vessels on a reim- 
bursable basis. 

Mr. Bonner. Mrs. Harden. 

Mrs. Harpen. Mr. Chairman, the people of Indiana are very proud 
of General Kepner for the fine record he has in the service of his coun- 
try. Iam happy to be here in the theater of his command, and General, 
I congratulate you upon the very splendid statements, geographically 
and historically, that you made this morning. I feel that you have 
impressed upon the committee the importance of the defense of Alaska. 
I do have some questions. Colonel Lewis, where do you obtain the 
supplies that you can’t secure locally ? 


MILITARY PROCUREMENT IN ALASKA 


Colonel Lewis. We obtain them through the merchants mostly in 
Anchorage. Most of our procurements come through there and they 
obtain them through their sources or outlets in the United States. Most 
of the large orders that we have to procure here such as automotive 
parts and some items of stationery, not very much, whenever we run 
out. They have to send their orders in to the United States and it is 
a delayed process. In other words, our procurement is not as rapid as 
if we were located closer to the zone of the interior. However, we do 
procure and we did procure in the year 1951 over $4 million worth of 
supplies and equipment. A great portion of that was for maintenance 
of heavy engineer equipment and vehicles. It is being done by local 
contract in Anchorage due to the fact that our maintenance facilities 
are not ready yet for operation. As J said a while ago, the maintenance 
facility itself won’t be ready until the middle of the summer 1952 and 
we will continue to contract for that type of service. 


MILITARY USE OF GENERAL SERVICES ADMINISTRATION 


Mrs. Harpen. Do you draw on the GSA services through Seattle? 

Colonel Lewis. Yes. 

Mrs. Harpen. What as an example? 

Colonel Lewis. Do you have reference to GSSA or GESA? 

Mrs. Harpen. Through the General Services Administration. 

Colonel Lewis. Are you speaking of personnel ? 

Mrs. Harpen. No, the administrative services. 

Mr. Bonner. We have an agency, you know, that has been set up 
to supply common-use items to all branches of the Federal Govern- 
ment, civilian, military, and otherwise. 

Colonel Lewis. All of the services do draw on them. I am not pre- 
pared to tell to what extent. That would be a technical service an- 
swer. 

Mr. Bonner. You mean then the Army does not draw on the General 
Services in Seattle at all? 
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Colonel Lewis. I am pretty sure they do. I say that question would 
have to be answered by one of the technical service officers. 

Mr. Bonner. Will somebody from the tech services please answer 
that question. 


STATEMENT OF COL. J. E. CARROLL, CORPS OF ENGINEERS, UNITED 
STATES ARMY, ALASKA 


Colonel Carrouii. 1 am sure that I can speak for all the technical 
services in saying that all ZI procurement of items required in Alaska 
which are procured by the General Services Administration are pro- 
cured by that agency. They are requisitioned from Alaska to the 
various procurement channels of the various technical services, who 
turn the procurement over to GSA for items of GSA responsibility. 

Mrs. Harpen. Are the shipments to the services consolidated in car- 
load lots to the maximum extent 4 

Colonel Lewis. Yes; they are. 

Mrs. Harpen. Are most shipments received in overseas packaging ¢ 

Colonel Lewis. A large proportion of it, not all of it. 

Mrs. Harpen. What does the Navy have to answer ¢ 

Captain Parren. So far as the Navy is concerned, all our matériel 
and equipment comes up by ship from Seattle. We do not have that 
particular problem you are talking about. 

Mrs. Harpen. Do they come in overseas packaging / 

Captain Parren. Yes; I would say they would, very largely. 

Mrs. Harven. The Air Force? 

Colonel Gippens. Our requirements are placed in the Air requi- 
sitioning channel, There are quite a few items on which the AMC does 
go to the General Services Administration for the procurement. ‘Those 
are mainly our technical Air items. They come through the Seattle 
port and I would say 95 percent of them are overseas packed. ‘They 
are handled by the Army in the port of Whittier and over the rail- 
road system into our depot here. 

Mr. Bonner. Do you find it necessary to repackage for further ship- 
ping / 

Colonel GippeNs. Sometimes we do, sir. It comes in bulk lots to 
us and it is necessary to break it down here for reshipment to the bases. 

Mr. Bonner. When you send on the original package, do you find 
repackaging necessary to any extent ? 

Colonel Gipvens. No, sir. 

Mrs. Harpven. I am particularly interested in the women of the 
armed services. How many Wacs, Waves, and Wafs are located in 
the Alaskan theater ¢ 


STATEMENT OF COL. WILLIAM P. GRACE, JR., GS, G-1, UNITED 
STATES ARMY 


Colonel Grace. There are no Wacs in the theater at the present 
time. 

Mrs. Harpen. Are there any Waves? 

Captain Parren. We have a few Waves at Kodiak and I believe 
a few at Adak. I don’t know just how many, both officers and en- 
listed. The personnel officer at the naval station, Kodiak, is a lieu- 
tenant Wave for example. 
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Mrs. Harpen. Approximately how many, Captain? 

Captain Parren. There aren't very many, I know that. Perhaps, 
I would say certainly less than 100. 

Mrs. Harpen. What about the Air Force? 

_ Colonel Gipvens. I don’t know the exact personnel strength at the 
time, but I think we only have four Wafs and they are all officers. 

Mrs. Harpen. Is the clothing for these ladies issued through a uni- 
fied activity ? 

Colonel Gippens. No, ma’am, clothing for our women is issued 
through our Air Force and is the blue uniform. 

Mrs. Harpen. What about the Army? Oh, you have no Wacs. 
What about the Army Nurse Corps? 

Colonel Grace. We have six Army nurses at the present time. Now, 
on their clothing, they are all in officer status and they purchase their 
clothing the same as any other officer. 

Mrs. Harpen. The Navy ? 

Captain Parren. The uniform and accessories for Waves comes 
out of clothing depot at Brooklyn to the existing activities. The en- 
listed Waves have them issued to them through the clothing and 
small stores and the officers get them there or through the Navy 
exchange. ‘The exchange carries quite a line of Wave clothing. 

Mrs. Harpen. Thank you. That is all, Mr. Chairman. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lanrarr. Colonel Harwell, you mentioned that Elmendorf was 
heer certain services pending establishment of those services at 

tichardson. Just what did you mean / 

Colonel Harwe.i. Fort Richardson as an Army base just became a 

base as of last October. There was very little out there at that time. 
Commissaries, up until they had to build another commissary to take 
care of the great overload, the commissary was all provided here at 
<Imendorf. Certain recreation facilities here and the laundry, is pro- 
vided for both of these bases. The laundry situation has gotten so 
now that of course we have to send laundry from here even to off of 
Elmendorf and other places. 

Mr. Lantarr. The Quartermaster Corps is providing the commis- 
sary supplies for all the services, is it not 

Colonel] Harwetu. Yes, sir. 

Mr. Lantarr. And will continue to do so? 

Colonel Harwe.u. Yes, sir. 

Mr. Lantarr. What facilities are being constructed at Richardson— 
additional warehousing or something of the sort? 


PUBLIC WORKS PROGRAM AT FORT RICHARDSON 


Colonel Harweiy. They have a commissary to probably take care 
of 2,000, 1,500 people. Actually we are taking care of 3,500 or more 
families which necessitated making a temporary structure down 
there in Fort Richardson. So that was constructed. There will be 
additional commissary facilities constructed here either in addition to 
these buildings or in other buildings. It is entirely as to what one 
service did and by additional facilities constructed. ‘That has been 
the policy here—we approved only construction based on the fact 
that if there was one facility or one unit, Air or Army, either Ladd or 
Eielson, would there have to be duplication—in some cases there would 
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have to be, not unnecessary duplication but duplication of service clubs 
or such facilities; a laundry though, is entirely provided by the Air, 
and certain spaces and certain money is turned over to Air from Army. 

Mr. Lanvarr. When the facilities are constructed at Richardson, 
they will then be operated by the Army personnel, such as the laundry 
we were speaking about ? 

Colonel Harwetu. They will have to take on some of the load that 
the Air now is stretching two or three shifts a day to take on and hold 
up until we get additional facilities. Everything here has been on such 
a great paucity of things, warehouses, all facilities, that we need it 
today and not next year but yesterday. 

Mr. Lanrarr. I can fully appreciate that. In your opinion it would 
be as economical to construct those facilities at Richardson and have 
them operated by Army personnel as it would be to expand the facilities 
at this base and have them operated by Air Force personnel. Is that 
correct ¢ 

Colonel Harwext. In my opinion it would, due to the fact that you 
have to take into consideration—is there space without tearing down 
something else to put that building alongside. It is generally realized 
that the fact that one operation saves overhead, sometimes due to the 
history of the way things are growing up, it is not possible to do it. 
We try to do that. 

Mr. Lanrarr. So that the facilities that will be constructed at Rich- 
ardson to provide services you mention would be facilities that would 
have to be constructed at this base, or the facilities here would have 
to be expanded in any event, in order to take care of the situation ? 
And, in your opinion, no more personnel or overhead will be involved 
than would be needed to satisfactorily take care of the situation at this 
base ? 

Colonel Harweti. There might be overhead involved. However, 
not unnecessary overhead. Every time you get two installations you 
get two service clubs, you’ve got to have more, you can’t expect people 
from a service club to go all across town. 

Mr. Lantarr. General Prather, a few moments ago we were talking 
about warehousing in connection with class II items. I presume that 
your engineer officer could answer the question as to the cost of ware- 
housing facilities for the Air Force to handle their class IL items. 


STATEMENT OF COL. LYLE E. SEEMAN (CE), NINE THOUSAND 
EIGHT HUNDRED AND THIRTY-NINTH TECHNICAL SERVICE 
UNIT, DETACHMENT NO. 1, UNITED STATES ARMY 


CONSTRUCTION COSTS OF ELMENDORF 


Colonel Szeeman. I am Colonel Seeman, the district engineer. Ac- 
cording to the last bid which we let on a large warehouse at Elmen- 
dorf, the cost per square foot last spring, which was the last large 
warehouse we let, was $12.50. Due to the rising prices of materials 
and labor, I would estimate that warehousing, if advertised now, 
would cost about $15 a square foot, or a 54,000 square foot warehouse, 
which was the item mentioned, would cost in the neighborhood of 


$800,000. 
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Mr. Bonner. What kind of construction is that, Colonel ¢ 

Colonel Seeman. Our standard warehouses now are a steel frame 
and a concrete block on a concrete foundation. 

Mr. Bonner. Is that the standard they use in the States? 

Colonel Serman. I think it is a fairly well accepted standard for 
large warehousing. We have this same standard warehouse, both 
Air command and Army have accepted it as a standard design. They 
are building two of them for the Army general depot and one here at 
Elmendorf for the Air depot. 

Mr. Bonner. Mr. Dorn. 

Mr. Dorn. I would like to ask you about this warehouse business. 
I understand during the last war we had more men in Alaska, many 
more than you have at the present time. What happened to the old 
warehouses and the buildings you used at that time, which was 6 years 
or 7 years ago? 


SITUATION ON WORLD WAR IL DEPOTS 


Colonel Seeman. That really is not in my function. I know the 
answer and if the General will permit, Vl go ahead. During the last 
war as you know the greatest tactical effort in the Alaskan theater 
occurred on the Aleutian chain and since that time for reasons of 
economy and other reasons of different weapons and different plans, 
the main base of this Alaskan Command is now in the communications 
center and the railbelt. That’s the first point. The second point is 
that what was built on the chain was mobilization type, frame type, 
lumber and things, which now to use, first it’s in the wrong location 
and second, it’s uneconomical to move because it would require much 
more labor than it actually does to build it now in the proper place. 

Mr. Dorn. You are now constructing on a much more permanent 
basis / 

Colonel Serman. Yes, sir. Up to solely the peacetime strength of 
the command. 

Mr. Dorn. One other question on this depot business. To what 
extent—and I’m not trying to put anyone on the spot—did strikes 
here last vear in the Alaskan theater. hold up the operation in depot 
‘onstruction? T understood Colonel Lewis back here to say that they 
are now having to do a lot of depot work in the open—I know it is ve ry 
cold up here and you evidently lack sufficient warehouses and depots. 
Now to what extent did those strikes in the theater affect your war 
effort? They held you up considerably, I understand. 

Colonel Seeman. That’s a very difficult thing to put an exact mathe- 
matical quantity on, but last summer we had a series of stoppages of 
different trades from about March until in August, and I would say 
over-all it probably delayed our effort 30 to 45 days. 

Mr. Dorn. But you did have an amiable agreement made—worked 
out / 

Colonel Sreman. Well, it is worked out between labor and man- 
agement. We in the Government do not side one way or the other. 
We're an interested party. We’re the user, but it has to be worked 
out in the spirit of free bargaining. 

Mr. Lantarr. Excuse me, I'd like to ask a question. 
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SEPARATION OF AIR FORCE-ARMY CLASS IT STOCKS 


Mr. Bonner. Yes, Mr. Lantaff. 

Mr. Lanrarr. Turning again to the quartermaster and these class 
II items, this directive came out, as I understand it, about October the 
Ist with reference to the Department of the Air Force issuing their 
own class II items and relieving the Department of the Army of that 
particular responsibility ? 

Lieutenant Colonel Simkus. That date was July 1, I think, that the 
directive came out, Mr. Congressman. The termination date, or the 
date of termination of separation was deadlined as of October 1. 


BUDGET SITUATION ON NEW WAREHOUSE 


Mr. Lanrarr. Now, then, your estimate for warehousing needs 
for fiscal year of 1952 had been submitted prior to the date of that 
directive. Had it not? And by Air Force then taking over that par- 
ticular responsibility, it reduced your estimates for warehouse con- 
struction by approximately $800,000. Is that correct—for the fiscal] 
year 

Lieutenant Colonel SimKus. According to Colonel Seeman’s figures, 
ves, sir. 

Mr. Lanrarr. Then did you or the theater commander reduce the 
estimate in that amount for funds for the fiscal year 1952 / 

Lieutenant Colonel Srm«us. [I’m not familiar with the fund require- 
ments for building construction. 

Lieutenant Colonel Kuna. Sirymay I make a statement ¢ 

Mr. Bonner. Will you please give your name ¢ 


STATEMENT OF LT. COL. C. S. KUNA, ARMY STAFF, ALASKA 


Lieutenant Colonel Kuna. Sir, ’'m Lt. Col. C.S. Kuna on the Army 
staff in Alaska. My job has been considerably that of estimating our 
requirements for buildings and facilities. We have in this area the 
Alaska General Depot for which we are endeavoring to provide build- 
ings. It is a long process and will take about 4 to 5 years. We cur- 
rently have completed one of six warehouses; two more warehouses are 
approaching completion and our total requirement is six warehouses. 
Now by any readjustments between the services of space requirements 
or functions, we still find ourselves at the moment about 50 percent 
of availability of warehouse space. That is all I had, sir. 

Mr. Lanrarr. Now the funds that are provided for warehouse con- 
struction in fiscal year 1952, will it be possible to expend those funds 
within that period of time? 

Lieutenant Colonel Kuna. Sir, well, we currently have only three 
warehouses on hand and under construction, six required in fiscal year 
1952 for which appropriations have just been made. We have no ware- 
houses due to an Army ceiling on appropriations for construction in 
Alaska, roughly $50 million. Within those priorities we have been 
unable to provide warehouse space for the depot. In other words 
we have had to cease our program for providing warehousing space. 

Mr. Lanrarr. Now, $50 million has been allocated for the fiseal 
year for warehouse construction ? 
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ARMY CONSTRUCTION CEILING IN ALASKA 


Lieutenant Colonel Kuna. No, sir, that is our over-all Army ceiling 
for all construction in Alaska. 

Mr. Lanvarr. That much for all construction ? 

Lieutenant Colonel Kuna. Yes, sir. 

Mr. Lanrarr. How much of that is allocated to warehousing ? 

Lieutenant Colonel Kuna. Practically nothing, sir, except at Big 
Delta, Alaska, there is a station warehouse. 

Mr. Lanrarr. Was that allocation of funds available for construc- 
tion made within the theater ? 

Lieutenant Colonel Kuna. No sir. The theater submits its require- 
ments to Washington about a year in advance. Those are screened 
down there first by the Department of the Army, by BAC, and then by 
OSD, and finally by BOB; and all our items of requirements are put in 
priority one versus the other and when a cut-off 1s reached, they just 
go from top of the list downward. 

Mr. Lanrarr. Well, how much has been provided for warehousing 
in the current fiscal year? 

Lieutenant Colonel Kuna. Next to nothing, sir. 

Mr. Lantarr. How much? 

Lieutenant Colonel Kuna. Well, at Big Delta, Alaska, which is a 
station warehouse, we have 100,000 square feet up there at $15 per 
square foot. That is 114 million of the 50 million. 

Mr. Lantarr. How about this warehouse that the Air Force plans 
to construct for handling class II items? 

Lieutenant Colonel Kuna. Sir, that is an Air Force matter. I 
handle only the Army end of our requirements up here. 

Mr. Lanrarr. Maybe the Air Force was just smart then getting 
their underwear in a building by shifting it out of Quartermaster. 
Maybe that’s the reason for it. 

Lieutenant Colonel Kuna. Well, sir, that could be. I might say 
that we have generally around 30 to 40, and in some cases, 50 percent, 
of our required facilities up here, and we are then confronted with 
this problem and that is—I must speak for Army and Air Force—we 
are then confronted with the problem of trying to get the balance up 
here as fast as we can and we feel that will take close to 5 years. Then 
comes the question—— 

* * * * %* * * 


Mr. Lanrarr. Had all the funds been provided for the warehouses 
that you need for this year would you have been able to construct 
them, considering the labor situation and the material situation ? 

Lieutenant Colonel Kuna. Yes, sir, but we would have had to have 
left out something else. We would have had to have left out our bar- 
racks for our soldiers. 

Mr. Lantarr. And based on your policy of taking care of the per- 
sonnel first, you would have left the warehouses out anyhow ? 

Lieutenant Colonel Kuna. Yes, sir, and I might say that was the 
order in which we submitted our priorities ourselves, and that was 
approved down in Washington. 

Mr. Lanrarr. So actually from the standpoint of warehousing you 
are actually not hurt any because you wouldn’t have constructed them 
anvhow. 
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Lieutenant Colonel Kuna. No, sir. 
* * * * * * * 


Mr. Lantarr. So that your program within the Army is based on 
the assumption that the Navy—the Air Force will take over its own 


supply support. 
INCREASING SEPARATION OF AIR FORCE SUPPLY 


Lieutenant Colonel Kuna. Oh yes, sir. That is the trend that has 
continued for a few years, will continue further to the point where the 
Air Force will be handling essentially its own supply matters. 

Mr. Lantarr. Well. let me ask Colonel—What was your name? 

Colonel Gippens. Giddens. 

Mr. Lanrarr. Have funds been provided through the Department 
of the Air Force to construct this $800,000 warehouse ? 

Colonel GippeNns. No, sir. 

Mr. Lanrarr. They have been requested ? 

Colonel Gippens. They have been requested. * * * 

Mr. Lantrarr. Thank you, Colonel. 

Mr. Bonner. Did you read Mr. Lovett’s directive on that subject 
that’s being discussed here—as of July ? 

Colonel Gippens. No, sir. 

Mr. Bonner. July 17th directive ? 

Colonel Gippens. No, sir. I have not seen or heard of it. 

Mr. Bonner. Have you anything else to say? 


NEED FOR GSA FACILITIES IN ALASKA 


Mr. Lanrarr. General Prather, while we were at Juneau the other 
day, we discussed with other agencies at some length the problems in 
connection with furnishing common- use items by the General Services 
Administration (Federal ‘Supply Service). At Juneau, the General 
Services Administration is, in general, purchasing all of the supplies 
to satisfy the requirements of those agencies in that general area with 
a few exceptions. Do you think that the situation is such in Alaska 
and in this command as to warrant the establishment in this area of an 
agency of the General Services Administration to furnish this com- 
mand with all common-use items? By that I mean administrative 
items of all kinds, such as desks, paper, carbon paper, pencils, and 
typewriters and that type of equipment ? 

General Prarner. I think the chiefs of some of these technical serv- 
ices are better qualified to answer that question than Tam. As I under- 
stand it, their requisitions go through their service channels and 
any purchases or proc urement. by the General Services Administration 
would be handled at a level outside Alaska. I think 

Mr. Lantarr. I wonder if someone could just explain to me how 
this chair [I’m sitting on was procured. 

General Prarner. I am quite sure it was procured—I assume it 
was procured by the Air Force. I think Colonel Giddens could prob- 
ably answer that, sir. 

Colonel Gipvens. Let's say it was acquired by the Air Force, sir. 
Not procured by the Air Force because I think these particular ones 
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that we refer to now were brought into Air Force channels through 
Quartermaster procurement of office furniture. 

Mr. Lanrtarr. Now is all this office furniture on the base originally 
procured by the Quartermaster ? 

Colonel Givens. No, it is not. We have certain items, such as desks 
and chairs, that were procured through Air Force channels by the Air 
Matériel Command at Wright-Patterson. 

Mr. Lanrarr. Well, now on this base and at Fort Richardson, do 
each of the services procure these administrative supplies through 
their own channels ? 


PROCUREMENT OF ADMINISTRATIVE SUPPLIES BY CROSS-SERVICING 


Colonel Gippens. Yes, sir. We requisition certain items of fur- 
niture through Quartermaster channels, and we requisition other items 
of office furniture through Air Force channels. 

Mr. Lanrarr. What types of items do you requisition through 
Quartermaster channels ¢ 

Colonel Gippens. Those that normally we use for general admin- 
istration. 

Mr. Lanvrarr. For example? 

Colonel Gippens. Desks and chair and Adjutant General adminis- 
tration of offices and of headquarters. The furniture, the desks, and 
chairs in depot are acquired and procured in Air Force channels. 

Mr. Lanrarr. Now assuming that the Quartermaster had acquired 
a hundred desks here in this command and was maintaining a stock 
level anticipating expansion of the command and there arose within 
the Air Force a need for 20 desks and vou didn’t have any desks, how 
would you get those 20 desks? 

Colonel Gippens. We would place our requirement—I might state 
these items, however, are within Air Force channels as of the Ist of 
October and we assume these are Quartermaster items. Prior to that 
we would have gone to the general depot with our requirements. 

Mr. Lanrarr. But now what do you do? 

Colonel Gippens. We go into Air Force channels. 

Mr. Lantarr. Now to just follow through with that if you will, 
would you make up a requisition for 20 desks, keeping in mind this 
situation. There are a hundred desks sitting in a warehouse that the 
Quartermaster has. Notwithstanding the hundred desks, vou would 
make out a requisition for the 20 desks? 

Colonel Gippens. Yes, sir. 

Mr. Lantarr. And where would that go? 

Colonel Gippens. It would go into our Air Matériel channels. Go 
from our air depot to our depot in the States. 

Mr. Lantarr. Where is that ? 

Colonel Gippens. That’s in Sacramento. 

Mr. Lanrarr. And then what would happen at Sacramento? 

Colonel Gippens. Sacramento would either furnish it from their 
stocks or draw on the depots controlled by the Air Matériel Command. 

Mr. Lanrarr. And then it would ship these 20 desks to you here ¢ 

Colonel Gippens. Yes, sir. That is only now since the first of 
October. 

Mr. Lantarr. Now, do you honestly think that is a sound system 4 
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Colonel Gippens. Well, in our instances I think so. We were pro- 
curing those same items in Air Force channels and were before the 
first of October going to two places for desks, and now we go to one. 

Mr. Lanrarr. In the last war experience shows more items left over 
surplus than were ever consumed in battle. That. to me, is an example 
how the taxpayers could be paying for an additional desk just to 
satisfy an Air Force directive. The same desk will probably be end- 
ing up as surplus when this world conflict is all over and sitting up 
here in another warehouse. And that’s the kind of thing we’re trying 
to find the answer to, Colonel. 

Colonel Gippens. Well, I don’t know that I’m in position to answer 
that particular one. 

Mr. Bonner. Colonel, you stated that you had never heard of the 
directive of July 17 by Mr. Lovett. I am holding it in my hand. 
For your information, I want to read an extract from it: 

Any expansion of existing supply systems for the procurement and distribution 
of classes of common items of supply not already agreed upon shall be made by 
a military department only if in consonance with paragraph 4b, above, and if 
approved by the Secretary of Defense. 

Now, that was on July 17, and in October you began to buy common 
items. 

Colonel Gippvens. Yes, sir. 

Mr. Bonner. How did it happen you didn’t get this directive? I 
think you should have it. 

Colonel Gippens. The agreement was made between the Air Force 
and Quartermaster previous to July. In fact, it was made in May. 
We received our initial instructions on the assumption of Quarter- 
master items in May—the 15th of May. 

Mr. Bonner. In effect, then, the Secretary's directive doesn’t mean 
anything. 

Colonel Gippens. The Secretary’s directive I have not seen, sir. 

Mr. Bonner. Well, here it is. All right, you proceed, Mr. Lantaff. 


ARMY-AIR FORCE AGREEMENTS ON SUPPLY SEPARATION 


Mr. Lanvarr. Colonel, in that connection, on Friday, July 20, in 
Washington, the Assistant Secretary of Air Force, Mr. Roswell Gil- 
patric, testified, in effect, that over a period of years, beginning 
with the Eisenhower-Spaatz agreement, the Army Air Forces had 
worked out various areas where they felt storage and issuance of cer- 
tain items, such as clothing, should be handled by Air Force personnel. 
He further testified there are joint regulations to that effect, The 
regulations have been approved by the Secretary of Defense. As you 
heard in Secretary Lovett’s directive, there was a very definite ground 
rule set up on any further expansion. There will be no effort on the 
part of the Air Force to overlap what is already being done by the 
other service unless there is a demonstrable saving in cost, a demon- 
strable increase in efficiency, and approval of the Secretary of Defense 
of that particular arrangement. Now, getting back to the desks again, 
and I’m just using it as an illustration of aes I am talking about. 
I’m not concerned with desks any more than anything else. What 
demonstrable increase in efficiency and what demonstrable saving in 
cost is there in the Air Force procuring those desks in that manner 
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rather than going to Quartermaster to say, “Look, Mr. Quartermaster, 
we need 20 desks” ¢ 

Colonel Gippens. Personally, I don’t know that we can save too 
much except for the fact, as I stated before, that we are going to two 
sources instead of one. 

Mr. Lantarr. Well, that was because you wanted to do it, wasn’t it? 

Colonel Gippens. No, sir. It was because it already existed. Two 
sources did exist at that time. 

Mr. Lanrtarr. Thank you, Colonel. I want one more view 
with reference to vehicles. I believe you were talking about vehicles 
when the colonel mentioned that a different type of vehicle than the 
standard type of vehicle, such as jeeps, was more suitable and more 
adaptable to the tactical mission of this particular command. Am I 
correct in that summation ¢ 

Lieutenant Colonel Smitn. I believe not, sir. That word “tactical” 
to be used to—— 

Mr. Lanrarr. Administrative, I mean. 

Lieutenant Colonel Smrri. Tactical operations determine the use of 
tactical vehicles. We don’t use them administratively for that pur- 
pose unless they happen to be suited—— 

Mr. LanraFFr, From the standpoint of getting around administra- 
tively, or another type vehicle ? 


USE OF COMMERCIAL-TYPE VEHICLES 


Lieutenant Colonel Smiru. We felt this way, sir. That it was 
better for an MP to patrol his beat on a paved road or surfaced road 


in a sedan which is easier to maintain and does not require as many 
hours of maintenance than to patrol in a jeep which requires more 
hours of maintenance and also denies that jeep to tactical troops for 
use in tactical operations. 

Mr. Lanvarr. Now is that a joint recommendation of the Air Force 
and Army, or are those independent recommendations that have been 
made ¢ 

Lieutenant Colonel Smrru. Independently requested and independ- 
ently made. 

Mr. Lanrarr. And let me clear up in my mind again the nature of 
those requests. Your request, Colonel, is to substitute station wagons 
and sedans. 

Lieutenant Colonel Smirrn. Yes, sir. Commercial-type vehicles for 
tactical-type vehicles. 

Mr. Lanrarr. In other words, instead of using weapon carriers and 
jeeps, you substitute for administrative purposes ? 

Lieutenant Colonel Smiru. Sedan. 

Mr. Lanrarr. Sedan and a carry-all, and have you made the same 
recommendations, Colonel 

Lieutenant Colonel Smrru. Colonel Giddens to answer that? 

Mr. Lanrarr. Yes. 

Colonel Gippens. In general that is right. To substitute standard 
commercial-type vehicles for tactical vehicles for general administra- 
tive use. That goes so far as to include the normal 214-ton trucks, 
stake body in place of the normal GM 6 by 6 truck we now have. 
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Mr. Lantarr. Well, now, have you also requested to be permitted 
to use the normal stake-body truck where we wouldn't 

Lieutenant Colonel Smirru. We have asked for those for limited 
usage within our operating facilities administratively. The opera- 
tion of our command, of course, the terrain governs the type of vehicle 
here. At some garrisons it would not be feasible to use that vehicle. 
The road would not permit usage of that with any tonnage on it. 
We'd have to have a vehicle with a 6 by 6 and so that it would carry half 
the tonnage and also move through the type of terrain through which 
it has to move to get to outlying positions. Where we have our paved 
or surface roads, all-weather road, then we were able to use a com- 
mercial-type vehicle without introduction to maintenance; and our 
recommendations were taken in the light of our tactical mission as well 
as our administrative requirements. 

Mr. Lantarr. Well, I assume that the same problem arises incident 
to both Air Force and Army operations. Now 1s that not true? 

Colonel Gippens. Yes, sir. Except that our operations mainly are 
tied to our airfields except in some instances we do have a dual mission 
of supporting the Army ground defense. 

Mr. Bonner. Well, we’re talking about administrative vehicles now. 

Lieutenant Colonel Smiru. Generally speaking, ves, except we do 
have more areas in which the roads are not as well paved and not as 
well established as the air bases. 

Mr. Lantarr. For Air Force secured vehicles, the Air Force per- 
forms depot maintenance. Is that right? 

Colonel Grppens. Yes, sir. 

Mr. Lanvarr. Is depot maintenance the same as third and fourth 
echelon maintenance ¢ 

Lieutenant Colonel Smiru. No, sir. That is fifth echelon which re- 
builds assemblies or subassemblies or completely rebuilds the end item 
where it has passed the ability of a fourth echelon shop to carry on 
that repair. 

Mr. Lanrarr. Now assuming that your recommendation is ap- 
proved and Air Force says we’re going to send you these commercial- 
type sedans and you acquire through Air Force channels a sedan and 
it requires depot maintenance, who would perform that maintenance ? 

Colonal Gippens. The fourth echelon of Air Force maintenance is 
capable of making major assembly changes. Major assemblies were 
changed and those assemblies would be returned to the ZI through Air 
Force channels for the necessary overhaul. 

Mr. Lantarr. Well, now you do your own third and fourth echelon 
maintenance ? 

Colonel Gipprns. Yes, sir. 

Mr. Lantarr. And on your vehicles no matter how you acquire 
them ? 

Colonel Gippens. That’s right. 

Mr. Lanrarr. You do your own maintenance? 

Colonel Gippens. Yes. 





POSSIBILITIES OF CONSOLIDATING MAINTENANCE FAOILITIES 


Mr. Lanvrarr. Would it be possible for one depot to be consolidated 
to perform both third- and fourth-echelon maintenance and depot 
maintenance for all services? 








386 FEDERAL SUPPLY MANAGEMENT 


Lieutenant Colonel Satirn. Sir, the third and fourth is field main- 
tenance. 

Mr. Lantarr. Right. 

Lieutenant Colonel SmMirH. And is performed at garrison level. 
Now we have—— 

Mr. Lanvarr. Now we are garrison level here. Are we not? 

Lieutenant Colonel Smrru. Are you speaking of the base or of the 
theater as a whole # 

Mr. Lantarr. From a base standpoint. 

Lieutenant Colonel Smirn. The determination of whether or not 
you can perform field maintenance in the same facility is, of course, 
governed by the fact that tactics are inextricably bound up within the 
administration and you cannot, if you’re going to command the tac- 
tical operations through one command line and place the responsibility 
for maintenance of the tactical equipment or equipment which affects 
tactics within the hands of another command, it naturally has a 

Mr. Lanvrarr. We've a joint command here from the standpoint 
of tactics, so the function of keeping those vehicles on the line is a 
joint function. Is it not? 

Lieutenant Colonel Smirn. If you are in close proximity to each 
other geographically that can be accomplished. 

Mr. Lanrarr. Close proximity? Well, we’re all three pretty close 
right here. 

Lieutenant Colonel Smirn. We have to carry people for some dis- 
tance and return them again to the units. Then comes the question of 
cross-servicing in which it would be necessary for us to—for Air to pay 
us if we do it and we pay Air if they do it. 

Mr. Lanvrarr. In terms of Fort Richardson and Elmendorf, now a 
vehicle needs depot maintenance which is no different in the Army than 
in the Air Force, will you have two facilities set up—one at Fort 
Richardson and one at Elmendorf—doing the same thing? 

Lieutenant Colonel Satrru. Two maintenance facilities ? 

Mr. Lantrarr. Yes. 

Lieutenant Colonel Smiru. Field maintenance; yes, sir. 

Mr. Lanrarr. At both install: singe 

Lieutenant Colonel Smiru. Yes, si 


SPARE PARTS 


Mr. Lanvarr. Well, now with reference to your supply of spare 
parts that you will have in each one of these installations would 
there be any cross-servicing between the two? In other words, sup- 
pose that Fort Richardson had a hundred carburetors and the Air 
Force is out of carburetors at Elmendorf. 

Lieutenant Colonel Smirru. We furnish Air now, sir, with spare 
parts. Ordnance provided Air with spare parts. 

Mr. Lantarr. You furnish for all vehicles? 

Lieutenant Colonel Smirn. For all vehicles. 

Mr. Lanrarr. Now if the Air Force acquires a different type of 
vehicle, then will you get the type of parts that are needed to maintain 
that vehicle? 

Lieutenant Colonel Smirn. Yes, sir. On common parts, yes, sir. 
On specialized pieces of equipment peculiar only to Air then it is 
procured through Air channels. 
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Mr. Lantarr. Well, I'm talking about automobiles now. 

Colonel Gippens. We have requested standard commercial-type 
vehicles so that the parts will be identical. 

Mr. Lanrarr. But all parts in the theater—replacement parts— 
will be supplied by the Army. Is that correct ? 

Colonel Gippens. Supplied by Army Ordnance, sir. 

Mr. Lanrarr. By Army Ordnance. That’s all? 

Lieutenant Colonel Smiru. Sir, if I may, I should like to comment 
on your 20 desks. 

Mr. Lanrarr. Yes, sir. 


EXCHANGE OF ARMY AND AIR FORCE PROPERTY 


Lieutenant Colonel Smiru. We have an agreement which was en- 
tered into between the Alaskan Command and the Army Command 
with respect to excess property and interchange of that property. 

Mr. Lanrarr. Yes, I understand that there is such as that, but 
you wouldn’t normally declare the hundred desks surplus in the situa- 
tion I gave because I said you had an anticipated use for them in the 
future. 

Lieutenant Colonel Smrrn. We do provide them with a list of what 
we have available. 

Mr. Lanrarr. As surplus? 

Lieutenant Colonel Smrru. As excess, not surplus. As excess—we 
call it excess. 

Mr. Lanrarr. What is your criteria for determining whether or 
not an item is excess / 

Lieutenant Colonel Smirn. The stations make up a determination 
list as to what is excess to their requirements, that’s excess to their 
immediate needs or foreseeable needs within limitation on which they 
are authorized to stock. Those lists come in at least every 60 days to 
the depot. The depot reviews those lists and—— 

Mr. Lantrarr. Wait a minute. What criteria are used in deter- 
mining what’s excess? Now I’m a commanding officer here and I want 
to hold onto everything, I’ve got. 

Lieutenant Colonel Smiru. Here is the way we do it. 

Mr. Lantarr. Unless it’s bulging over and I know I can’t use 
it. 

METHOD OF DETERMINING EXCESS 


Lieutenant Colonel Smrru. First, the station commander estab- 
lishes in days of supply as authorized, some 60 days of which 30 days 
is the minimum safety level and 30 days operating. 

Mr. Lanrarr. That is based on an estimate ? 

Lieutenant Colonel Smirxn. Then he converts that into quantities. 

Mr. Lanrarr. Right. 

Lieutenant Colonel Smirn. Then he establishes a quantitative level, 
stockage level. Over a period of time his issue experience determines 
whether that isa realistic level or not. If it isnot a realistic level, he re- 
adjusts. His accountable property officer at each time of requisitioning 
reviews the level established for all items that he has requisitioned. 
But there are more spokes in the wheel than just issues. He has to addi- 
tion troops being deployed to the command, addition requirements, 
season requirements that will develop training on the garrison, and so 
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on that will affect his level. He makes those evaluations and requisi- 
tions only those amounts necessary to bring him up to proper stockage. 
If he has more than that, he changes that level, revises it downward, 
and absorbs that by attrition by not requisitioning those items until 
he has reached the proper level or if there are large amounts, he re- 
ports them to the depot as being excess. The depot then makes the 
determination as to whether or not that item can be laterally distrib- 
uted, that is, not returned to the depot but shipped from post A to post 
B to fill a requirement of B as against normal, based on requisitions. 
If it isthen not usable there, it is returned to the depot for stock which 
has again reduced the amount the depot has to requisition. If it is 
excess to the requirements of the command as a whole, then it is known 
as overseas excess. That amount is reported by the depot to our com- 
mand, that is the Army Command. We furnish that list to the Air 
Command. They screen that list and determine if there are any arti- 
cles on there that they need which will avoid the necessity of returning 
those articles to the States and then a consequent shipping of similar 
articles to the Air through their channels. We make that shipment to 
them. 

Mr. Lanrarr. But by the time all that’s going on the Air Force al- 
ready requested their 20 desks and had them shipped up here. 

Lieutenant Colonel Smirn. I think not, sir, because it is a normal 
process. It is a normal process and the amounts the Air does not 
use, are reported and returned. Now there are certain articles which 
we don’t return to the ZI. Each chief of the technical services estab- 
lished what we call the wanted list. That’s items required to be re- 
turned. If it is not required to be returned and it is not required by 
Air, then it may be disposed of as surplus and turned over to the dis- 
posal officer for disposition. No disposal officer in the Army stations 
may dispose of anything at any time without prior approval of our 
headquarters. He sends in a list and that list is screened. Then he is 
given authority to dispose of specific items which he’s requested even 
by sale. All requests from Federal agencies for transfer of surplus 
property come to our headquarters and a determination is made. All 
donations come into the Army and that is to avoid one station giving 
something away that is required at another station and also giving 
away something they cannot foresee a need for but for which we at 
command level know there will be a need because the material has not 
yet been disseminated to them, so more could be made available to 
them. 

Mr. Lanrarr. General Prather, during the war period of approxi- 
mately 4 years, with an intensive military campaign the total property 
consumed, including property abandoned, destroyed, wasted, or other- 
wise removed from stock, was less than the quantity remaining on 
hand 11 months after the cessation of hostilities. In another report 
we have, notwithstanding the fact there were on hand in ETO at the 
end of April 1946 about one-half of the total tonnage shipped over a 
4-year period, certain critical shortages of heavy-tonnage items were 
reported by combat troops. In other words there was a great excess on 
hand at the end of hostilities and yet in certain fields there were critical 
shortages. That is why this subcommittee is interested as to whether 
or not we can’t get a little more sensible integration of procurement 
and prevent some of these things we know are going to happen again 
if we don’t do something about it. 
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ALASKA THEATER COMMAND HAS LIMITED SUPPLY RESPONSIBILITY 


Brigadier General Prarurer. May I say something? There are 
many of these matters that have been discussed here that have not 
been a responsibility of the unified commander. For instance, this 
matter of the type of equipment that the Army forces need, the matter 
of jeeps against sedans, and so forth. Those are matters of direct 
communication between the Department of the Army and United 
States Army, Alaska. Many others are similar, a matter of commu- 
nications between the Department of the Air Force, Air Matériel Com- 
mand and Alaskan Air Command. And the theater staff is in no 
way—it doesn’t even come to our attention. 

Mr. Lanrarr. I understand that, General. It is based on directives 
that you have to do just what you are doing, but our position is that we 
would like to do something about some of the things we think are 
wrong. But the reason we’re here is to find out if we can do something. 
In doing so we want to keep in mind your tactical mission. But where 
we can achieve economy, a we think they can do it and still enable 
you to carry on your mission, that’s exactly what we want to do. Vd 
like to ask the colonel one more question about my 20 desks again. 
If you were going to requisition the 20 desks, would you check with 
Quartermaster to find out if they had any excess desks on hand or were 
about to declare any desks exess ? 

Colonel Gippens. Yes, sir. Normally. In answer, previously it 
was assumed that they had the 100 desks that were not even excess to 
them even though they were in their warehouses. 


CHECKING EXCESS PROPERTY BEFORE REQUISITIONING 


Mr. Lanrarr. I mean would you check with them to find out if they 
could declare them excess ? 

Colonel Gippens. Normally, we do. We have the same working 
agreement for items in our warehouses. We have certain excess items 
whereby the Army and the Navy screen those items before any dis- 
position is made of them. ; 

Mr. Lanrarr. In other words you would make an attempt, in the 
20 desks case, to call up the colonel over here and tell him you need 
these desks and ask if you could acquire them through him. It that 
right? 

Colonel Gippens. We have done that. 

Mr. Lanrarr. Is that a matter of standard practice or is that an in- 
formal placement ? 

Colonel Gippens. That is a matter of standard practice. 

Mr. Lantarr. By directives ? 

Colonel Gippens. Not by directives. No; not at present. We are 
both in the same building here. That is the reason. 

Mr. Bonner. That’s one thing we are interested in; it is this cross 
servicing. There were desks on hand here in the Quartermaster 
Corps; yet you ordered desks from the States. We are interested in 
this cross servicing of available property in depots adjacent to installa- 
tions which found it a necessity to requisition. That’s what we are 
interested in. I wonder if before we get to Mr. Brownson, Colonel 
Seeman, the engineer, will state whether construction contractors for 
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housing have been using any materials or equipment below specifica- 
tions and whether adjustments i in the contracts have been made. 

Colonel Seeman. Mr. Hardy and his subcommittee some months 
ago went into the question very thoroughly. There are none that I 
know of. 

Mr. Bonner. Well, we don’t want to encroach on Mr. Hardy’s pre- 
rogatives and authority, but just want you to answer that question. 

Colonel SEEMAN. There are none that I know of, sir. There is al- 
ways a possibility in administering contracts, but we crack down on 
them when we find them. 

Mr. Bonner. Mr. Brownson. 


ALASKA CONSTRUCTION PROGRAM 


Mr. Brownson, While you are right here, Colonel, has any thought 
been given to the use of Quonsets or some other ty pe of prefabr icated 
building construction at least for an interim step in the warehousing 
program ? 

Colonel Szeman. Mr. Brownson, that’s properly a command deci- 
sion. In all cases before the command gives a requirement and puts 
it down on their construction program the relative length of time 
a building will be needed, the urgency of the need is considered. 
They will decide whether they can use a temporary-type struc- 
ture or wish a fireproof, more permanent structure. The Quonsets 
adapted themselves to field location which have been changing and 
which are used for a limited amount of time. Right now, of course, 
the availability of steel is coming in more and more and there are 
many salesmen with steel buildings who would like to get buildings 
in which their companies really cannot deliver because they do not 
have allocation. As I say, that’s a command function. We put up 
whatever they budget for and desire. 

Mr. Brownson. Well, were they considered by the Army ? 

Major General Cunnincuam. I believe I can help you on that, sir. 

Mr. Bonner. Yes, General. 

Major General CUNNINGHAM. Ww e have put up in the Army about 
1,000 Quonset huts in the last year. Many of them are used for supply 
purposes, supply rooms, day rooms. Many of them are used to aug- 
ment supply installation. We have put up what we call Kavor al 
huts too. So we are adopting as an interim measure the utilization 
of Quonset huts to the maximum extent, I'd say. 

Mr. Brownson. When we were discussing the matter of cross serv- 
icing of vehicles, someone made the remark that in cases where “we 
service the Air Force vehicles then the Air Force would have to pay 
us—and if the Air Force serviced our vehicles, we would have to pay 
the Air Force.” How is that fiscal transaction handled ? 


FISCAL ARRANGEMENT IN CROSS SERVICING 


Lieutenant Colonel Sir. Sir, we were speaking of depot 
maintenance. We were speaking of depot maintenance by the Air 
Force of Army-procured Air Force vehicles. The Army 1s respon- 
sible for depot maintenance of those vehicles, It, accordingly, budgets 
for the necessary funds to carry out those responsibilities and 
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Air having those responsibilities, Air took on the responsibility of 
doing their depot maintenance of their vehicles. It is therefore neces- 
sary for us to transfer funds to them to reimburse them who did not 
budget for that work with funds that we did budget for. They are 
expended and we transfer them from our funds by utilization of Form 
1080, which is a transfer between departments. 

Mr. Brownson. That’s a comparatively simple paper work item 
on purchase ¢ 

Lieutenant Colonel Smirn. Yes, sir. It is, sir. We do it on a con- 
solidated basis. That is, the number of work orders that have been 
accomplished within a given period are consolidated into Form 
Voucher 1080 and run through in that period. That’s done once a 
month. 

Mr. Brownson. We are interested in that because fundamentally 
the money comes out of the same pocket and if it can be transferred 
easily, that’s one thing, but if it involves an involved paper-work trans- 
action, that might be worth looking into. Who is there here to talk 
about salvage and scrap activities ¢ 

Lieutenant Colonel Smiru. Colonel Smith, sir. 

Mr. Brownson. One of the fundamental things we’re interested in 
besides the matter of supply and management is the very critical 
shortage of scrap which is developing in the United States, of both 
ferrous and nonferrous metals. You went a little way into the salvage 
activities on the post, I believe. Is there anything you would like to 
add to that description of your salvage activities ? 

Lieutenant Colonel Smirn. Yes; I'll take up the scrap matter. 

Mr. Brownson. All right. 


SCRAP AND SALVAGE ACTIVITIES 


Lieutenant Colonel Smrra. I’m speaking of unprepared iron and 
steel scrap. We collect it in our garrison and when we receive and 
have as much as a hundred tons on hand, we report that to the 
National Production Authority, Lron and Steel Scrap Division. They 
in turn allocate that to a purchaser. We have had two such allo- 
‘ations made. One was located at Big Delta and one was located 
at Fort Richardson, which is here. The purchaser of the scrap 
then communicates with us as to price. There is no control issued 
by, as I understand it, issued by the Office of Price Stabilization 
governing prices of scrap developed in Alaska. When scrap arrives 
in the States, generated in Alaska, it is not controlled as to price. Then 
we communicate with them and arrive at an agreement as to how much 
they will pay us for it and the method of transportation. 

Mr. Brownson. You've had the source narrowed down to one? 

Lieutenant Colonel Smiru. Yes, sir. That’s done by the National 
Production Authority. We report to them and then they send us back 
a form which names the person who has the scrap, has been allocated 
the scrap and directs us to communicate with them and make our 
agreement as to price and method of shipment. We have done that 
in two cases. The scrap at Big Delta was allocated to Lowery Bros. in 
Seattle. They have recently advised us that they do not want it. 
They cannot move it. It is uneconomical to move the scrap because 
there is no rail facility at that garrison, and to move to Eielson, which 
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is 26 miles away, to a rail facility and then transport by rail to a 
port and ship it on down to Seattle and then in turn sell it to some 
mill—they have advised us they cannot handle it. We have gone back 
to the National Production Authority and asked them for release of 
it. We have worked out with the Alaska Railroad a means whereby 
we could transfer to them our scrap at, say, the port of Whittier, and 
they in turn would sell the bulk. Now, we have asked for a release from 
National Production Authority through Department of the Army so 
that we may turn that scrap over, since the facilities it has been 
allocated to cannot, are unable to handle it. 

If the railroad could deliver it on their facilities at some cost to 
them, but of course they are only paying themselves. ‘To some point— 
Seward—or some other point where the purchaser designated by 
National Production Authority could pick it up and load it onto a 
vessel and get it back into the channel of industry, and we have not yet 
had a reply as to authority to deviate from the NP A’s directions. 

Mr. Brownson. You were directed by the National Production Au- 
thority to deal with Lowery & Co. on scrap. You apparently then 
never did reach a price agreement with them on that particular 

Lieutenant Colonel Smirn. No, sir; because they sent representa- 
tives up here to determine how much they could authorize based on 
how much it would cost them to move it, and they determined that 
the cost of moving it is greater than what they could realize out of it 
after arrival at Seattle. 

Mr. Brownson. Now is that particular scrap just scrap in its raw 
state? I mean nonferrous, rubber, everything all mixed together? 

Lieutenant Colonel Sari. No, sir. It is what we classify in com- 
modity classification, unprepared iron and steel scrap. That is, it 
does not contain other metals or other materials except iron and steel 
scrap. It is unprepared in the sense that the iron is not separated 
from the steel but the copper and other items are segregated at the 
salvage vard and they are listed under a separate commodity classi- 
fication. 

Mr. Brownson. None of this scrap is being sold under local dealers ? 

Lieutenant Colonel Smiru. No, sir. All our scrap we are required 
to report to the National Production Authority. 

Captain Parren. Mr. Chairman. 

Mr. Bonner. Captain Patten. 

Captain Parren. I wonder if you'd like to hear about the scrap 
the Navy has. 

Mr. Brownson. We would like to very much, Captain. 





NAVY SCRAP SURVEY IN ALEUTIANS 


Captain Parren. The Navy just completed a formal survey on 
scrap and salvage material that is located in the Aleutian Chain. 
These items were surveyed just recently since the last couple of weeks. 
It is estimated there are some 30,000 tons of metal on the chain 
and that does not include 12 ships of various sizes which have been 
wrecked out there and which have a distinct salvage value. There 
is scrap valued for the metal content. This survey board is accom- 
panied by representatives of three respective bidders who expressed an 
interest in taking on a contract to remove that scrap material from 
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the chain. It is a combined trip and formal survey on the part of the 
Navy and an inspection of the quality of the material on the part of 
the bidders. The question that comes up immediately of the 30,000 
tons that upsets these bidders; they say considerable portions are so 
light and rusted through that it doesn’t make good scrap metal, and 
they classify that “unacceptable scrap.” There is some quantity of 
scrap that probably is of use to steel mills if it gets there. Along 
with all this scrap there is at least a considerable number of items of 
equipment—ship-moving equipment, drainage, block busting. We 
have two block busting out there, all in various states of what I would 
say disrepair, if somewhat known in an unoperative condition. There 
is also a very considerable number of vans and automobiles of all kinds 
with a little of everything else. On the dock at Seattle some of these 
automobiles could be sold at $200. What they are worth on an unin- 
habited island in the Aleutian Chain—this is the problem we are fac- 
ing. The contractor that would get out on the chain for that job is 
going to have to need pocket expenses of a quarter of a million before 
he gets a dime back. Not very many companies, I think, would want 
that job. The Pacific Alaska Salvage, of course: there aren’t many 
others. 

We are sending back a factory report to the Bureau of Supplies and 
Accounts in another week or 10 days presenting the findings of this 
board, and we are very hopeful that some action can be t: aken to move 
that metal, but it’s going to require quite a determination as to what is 
to be salvaged and what these dealers—what profit they will be allowed 
to make on that salvage material. It is worthless where it is, but it 
is worth something in the States. It is a large undertaking for any 
commercial concern. The Navy has officially expressed the opinion 
of obtaining this material just recently, but it seems the facilities are 
not available to move that material out itself. Whether it can be 
made available if the circumstances are critical enough in the States 
to warrant it, there are two large locations of particular interest to us. 
One at Dutch Harbor and one at Adak. 


MACHINE TOOLS IN ADAK 


That isa very large machine shop where there are a lot of expensive 
tools in a shed which I understand is in very good condition. If you 
have the time in Adak—of interest to some of you, I know—just look 
into the machine shop. It’s located over at Finger Bay. It’s quite a 
sight. Did you see that, General, that machine shop there near Finger 
Bay? I don’t know whether that machinery is required for mobiliza- 
tion requirements at Adak but currently is not being used. There isn’t 
any present indication of it, but they are very beautiful tools and some- 
thing that might be of some use in the States. That again is going to 
require a large effort to get those out. They are very heavy and 
embedded in concrete right now. 

Mr. Brownson. Are there any of those tools that are needed 
Alaska anywhere ? 

Captain Parren. So far as we know at present, no, sir. 

Mr. Bonner. Has a report been made on this to the Munitions 
Board ? 
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Captain Patren. There have been several reports made on that, 
sir. One of the shore stations, Shore Establishment Services, was up 
here in August and brought up that point. Recently forwarded an 
inventory, a complete inventory from Adak to CNO. There is another 
board coming up shortly to advise us and further help that situation. 

Mr. Brownson. There are automobile graveyards all over America 
that can be used for scrap tonnage. That is a matter of dickering as 
to price. The problem arises from the fact that we've taken the 
Mesabi Range and spread it all over the world in a thin layer and 
our interest is getting this scrap back. We haven't hit the bottom of 
our own resources yet at all; but the scrap-steel people estimate, for in- 
stance, that this next year it will take 36 million tons of scrap, whereas 
in the height of World War II we only used some 22 million tons. 
We can’t forever keep sending our ferrous reserves all over the world 
and just leaving them there. There comes an end to it and the end is 
almost there now. 

Captain Parren. But there is some effort—we are very actively en- 
gaged in making efforts to get that matériel out of Alaska—of the 
Aleutian Chain—and we hope we can accomplish it in the near future. 

Mr. Brownson. Thank you, Captain. I wonder if the Air Force 
representative would care to make any comment as to the amount of 
scrap that the Air Force develops. 


AIR FORCE SCRAP ACTIVITIES 


Colonel GippeNs. Yes, sir. Our scrap is handled very similarly to 
that of the joey We are required to segregate the iron and steel. 
Lead is segregated into a separate pile. The aluminum is segregated. 
When we have assembled the ser ‘ap that we have, it is reported through 
our Air Force channels and eventually the General Services Adminis- 
tration gives us the necessary disposition on that scrap. So far we 
have not generated the quantities laid down in our current directives 
so that we haven't had any particular activity. We have disposed of a 
few small lots of metal locally at the direction of the General Services 
Administration. The local people here in Alaska—just a few tons. 
We haven't nearly generated the quantity required for transportation 
back to the ZI. 

Mr. Brownson, Given scrap here in Anchorage, does anybody 
know what it would cost to transport that scrap back to Seattle by the 
most economic existing means? Do you have any ideas, Colonel / 

Lieutenant Colonel Smiru. We moved the scrap which was allo- 

cated from Fort Richardson. I do not remember the name of the 
firm to which it was allocated, but they picked up the ¥ scrap by 
using the Alaska Freight Line trucks and the cost was $3 a hundred 
to move from Fort Richardson to a point near Seattle. 

Mr. Brownson. Do you remember what price you got for that 
scrap ¢ 

SCRAP PRICE SITUATION 


Lieutenant Colonel Smrru. That price has not been negotiated 
enough and completed and is being carried on by the disposal officer at 
Fort Richardson who we turned over the scrap to. 

Mr. Brownson. They removed the scrap but the price has not been 
agreed upon ¢ 
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Lieutenant Colonel Smrru. It hasn’t. The scrap has not been com- 
pletely removed. I think there is about 10 more tons there and the 
determination of price is based upon the quality of the scrap at the 
time and the degree of segregation. That is determined by the pur- 
chaser. Our preliminary price offer was $34-and-some-cents per ton 
shipped to Seward and the price has not been completed. However, 
when we visit the salvage yard, if we do, why the property disposal 
officer there can probably give us some latest information on price 
negotiation. 

Mr. Brownson. Just a remark here. I think it is a shame there 
isn’t some way of getting competitive bids on this scrap. If there is 
one thing I think I do ‘know about.the salvage industry it is that 
they have a great tendency to outbid each other, sometimes bidding 
ent irely too high. 

Lieutenant Colonel Smirn. Yes, sir. At certain locations and 
other locations we would get noching because of the cost of moving it. 

Mr. Brownson. Well, that’s true; but, even then, bidding against 
each other wouldn’t depreciate the price of it. It would only tend to 
drive it up and, of course, in the final analysis, if nothing is the best 
you can get out of a competitive bid to move this scrap back, it is still 
in the national interest to move the scrap back. 

Lieutenant Colonel Smirxn. Well, the National Production Author- 
ity releases us from the requirement that we report to them, then 
we would be able to develop now under this situation a better price 
structure than we did before scrap became a desirable item. 

Mr. Brownson. Mr. Chairman, that is one recommendation that 
this committee might well consider in its finding. : wonder if any- 
body knows how much it cost per ton carload and l. c. lL. to transport 
medical supplies from Seattle to get them here in iudcen age ? 


STATEMENT OF COL. JAMES W. HIGGINS, JR., TRANSPORTATION 
OFFICER, ALASKA, UNITED STATES ARMY 


Colonel Higetxs. I'm Colonel Higgins, the transportation officer, 
Army, Alaska. Id like to give you a general figure rather than 
a specific one. There are two or three different ways that medi- 
cal supplies smay move. The conventional way by water to Whittier 
and Seward and then rail to the interior and the other, which the 
military is using on a portion, but a minor proportion of this traffic is 
by a barge and truck-one-line operation from Seattle-Tacoma to the 
interior. 

COST OF MOVING MEDICAL SUPPLIES TO ALASKA 


Our general cargo rate of the latter operator is $4 a hundred pounds 
and on commodities generally we find that equates roughly with the 
average general commodity rate via Seward or Whittier. That would 
be to both Anchorage and F airbanks; at $4 per hundred pounds which 
would be $80 per ton from origin into the Seattle-Tacoma area to 
Ladd to deliver to destination i in the interior here, we would be reason- 
ably correct for general services. 

Mr. BrowNson. Where do you get your cement from here for con- 
struction ¢ 
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SOURCES OF ALASKA CEMENT 


Colonel Hicarns. I can answer that from a standpoint of transpor- 
tation. It comes in, generally, from the States. There are two bulk 
cement operators here in Alaska whose cement, in turn, comes to 
them from the States and they perhaps supply locally. There has 
been a small movement at one time during the early part, I believe, 
of the 1951 construction season when some cement came in from the 
Far East, but by and large it comes from the north Pacific coast. 

Mr. Brownson. Do you know what the cost of cement is—Colonel, 
I think you could probably answer this better. Do you know what 
the cost of cement is delivered f. 0. b. Anchorage? 

Colonel Srrman. I can’t give it to you right now. I can get it and 
have it this afternoon. 

Mr. Brownson. I’d appreciate it. 

Colonel Srrman. We buy it on competitive bids. We purchase the 
cement locally for use in our construction program. There are three 
firms who compete very severely for it: Permanente, Superior, and 
Olympic. Their home bases are in the Pacific Northwest. 

Mr. Brownson. Thank you. That is all I have, Mr. Chairman. 

Mr. Bonner. Mr. Meader. 

Mr. Meaper. Colonel Harwell, I was interested in your statement 
about the 650-mile pipeline from Haines to Fairbanks for which funds 
have been requested. I didn’t hear you say how much it is estimated 
to cost. 

Colonel Harweti. Approximately $40 million. 

Mr. Meaper. Forty million ? 

Colonel Harweuu. Forty million. 

Mr. Meaper. I remember Colonel Palmer’s statement that the 
Army, I believe, serviced the Canol pipeline from Whitehorse to Fair- 
banks. 

PIPELINE FACILITIES (CANOL PROJECT) 


Colonel Harwety (pointing tomap). That is existing at the pres- 
ent time from—the pipeline extending from Skagway to Whitehorse, 
a 4-inch line with a 3-inch line extending from Whitehorse up to the 
Ladd-Eielson-Big Delta area airbases. We bring Diesel in at the 
present time into the tankage at Skagway and send it up this pipeline 
to these places, which gives us about two-thirds of our use of Diesel 
alone over that line. We cannot bring, except in case of emergency, 
any highly volatile products over that due to the tunnels of the rail- 
road. This presently contemplated line could extend from Haines to 
the Haines cut-off up here in the same place and be from 6 to 8 inches 
which would give us a much greater volume—would give us a volume 
to take care of all the needs up in this area, of all types of fuel in- 
cluding the big amount of highly volatile aviation multitype fuel. 
Well, this only takes care of a very small portion of any use and only 
Diesel. 1 

Mr. Mraper. Why would it not be possible to bring the petroleum 
products nearer to your destination by water ? 

Colonel Harweiy. Provided the enemy let’s us get in there, 

Mr. Meaper. You're duplicating the Canol pipeline ? 
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Colonel Harwerx. No, sir. I wouldn’t say duplicating. There is 
to be found in this place here [pointing to map }—— 

Mr. Meaper. Oh. , 

Colonel Harwetu. This was only printed last summer with a very, 
very minor portion of where our needs are. At the present time we 
have to bring in fuel here [pointing to map], put it in the tank cars, 
ship it up the railroad to Ladd-Eielson like the oil our forces use up 
there. 

Mr. Meaper. Does that—— 

Colonel Harweiy. Or bring it in at Anchorage during the summer- 
time; of course, until the ice bank closes, Anchorage can send it in. 

Mr. Meaper. What is the status of that request? Has it been ap- 
proved by 





FUNDS FOR PIPELINE CONSTRUCTION 


Colonel Harwety. I understand the authorizations have gone 
through. It was $20 million included in the appropriation. ‘That is, 
$20 million out of the $50 million as for USARAL this year, thinking 
of warehouses within the appropriation bill. Now whether that ap- 
propriation bill has been passed and signed, I’m really not cognizant 
of it as yet. I understand it was about 2 or 3 days ago. ; 

Mr. Meaper. This $40 million for the pipeline was a part of the $4 
billion public works bill. Is that correct? 

Colonel Harwei. Yes, sir. 

Mr. Meaper. And you understand that twenty million for the fiscal 
year 1952 was appropriated in the defense appropriation bill? 

Colonel Harwett. Yes, sir. Now the reason for doing that, you see, 
is to take care of—in other words, we are building to resist aggression. 
In case of submarines, or other activity in this place here was to 
happen. it would cut off tankage, and we could use this inside passage 
to get petroleum products up to Alaska. In addition to economy it 
would amortize itself in savings over rail shipment estimated from 
10 to 15 years, a couple of tankers, $5 million of products, and so forth, 
three or four tankers would be pretty expensive if we lost the war plus 
the fact, regardless of the money cost plus the great necessity we 
would have for petroleum products here. 

Mr. Meaper. The Canol project cost $135 million, as I recall it. Is 
there any of that pipe that is usable or you don’t feel a 4-inch pipe 

Colonel Harwe.y. That is all there is left of Canol pipeline with 
the exception of a small part. I think that comes up into here. That 
is all very small pipe. I don’t know of anything that—Tell us, Moffitt, 
do you know what was done with this pipeline that went up into 
McKenzie? 

Major Morrirr. That has been disposed of several years ago. 





STATEMENT OF MAJ. ALFRED F. MOFFITT, JR., PETROLEUM 
OFFICER, UNITED STATES ARMY 


Major Morrirr. Major Moffitt, petroleum officer for Army. That 
was sold through surplus several years ago, and a 6-inch line which 
extended from Whitehorse to the Norman Wells oil field was sold by 
competitive bidding to a commercial corporation several years ago 
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and has been picked up. The other line which extends from White- 
horse down to Watson Lake is a small 2-inch line which served various 
Canadian air fields and is at the present time in very bad and run-down 
condition and is not serviceable at this time. Asa matter of fact, they 
do not operate the line at this time. The pipe itself would have no use 
in the pipeline project. 

Mr. Meaper. Would the 6-inch line from McKenzie to Whitehorse 
have been usable in this new project for the 6-inch line if it had not been 
disposed of as surplus / 

Major Morrrrr. I don’t know what condition that was in at the time 
it was disposed of. At that particular time it was used for crude oil 
delivery to the refinery at Whitehorse. Now whether or not the cor- 
rosion on that line was such that it has deteriorated very badly, I do 
1ot know for I have never seen any of it myself. The new line at the 
present time it is planned will be a 8-inch line—— 

Mr. Meaper. Not a 6-inch? 

Major Morrrrr. Not a 6-inch line; yes, sir. The decision has been 
made at Washington level that it will be an 8-inch line. 

Mr. Mraper. I havea question of Colonel Lewis regarding your local 
purchases of $4 million for the general depot—what does that represent 
of your annual receipts ! 

Colonel Lewis. You mean in stock 

Mr. Mraper. No, I mean in dollar value. Four million out of a 
hundred million or out of what total annual purchases? 

Colonel Lewis. I can answer only for that amount that we procure 
at the depot. It represents all of the money that’s allocated for pro- 
curement through our procurement activities. I do not have offhand 
the amount that’s allocated for the entire Army. 

Mr. Meaver. Does anyone know what your annual receipts were in 
the same year in which you spent $4 million in local purchases so you 
can see how much that amounted to percentagewise ? 

Colonel Lewis. A big majority of this, as I explained in my first 
remarks, covered services such as maintenance of equipment due to 
our inability to maintain that equipment in stock, inasmuch as we do 
not have it at the present time. 

Mr. Meaprer. How much of the $4 million was for the repair of 
vehicles and so forth? 





LOCAL PROCUREMENT IN ALASKA 


Colonel Lewis. I have the list here. Repair of equipment and serv- 
ice contracts for engineer service amounted to $2,195,000 of that entire 
$4 million that was expendable. 

Mr. Meaper. So about half of the $4 million was for repair services 
and the remainder was for the purchase of goods and commodities? 

Colonel Lewis. Not half; a little over half. Now, we have here 
repair of equipment for Ordnance amounting to $80,000 during that 
time. Yes; it would bea little over half; the rest is for supplies such 
as vehicle parts, machinery parts, and so forth. 

Mr. Mreaper. Well, now, as I understood your explanation of this 
$4 million of local purchases, that was not material that these mer- 
chants in Anchorage had on hand but they had to go through their 
ordering process from the States the same as you would have to do? 
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Colonel Lewis. In most cases these merchants up here have small 
storage facilities and they have to send practically all the business 
out to the States to be filled. 

Mr. Meaper. Well, now, saying that the matter of communicating 
with their suppliers in the States would consume some time, involve 
shipping, foe all those things that are common to your problem of 
obtaining materials from the States, do you find that that was speedier 
and cheaper than using the Army or the Air Force’s own supply 
system ? 

Colonel Lewis. It was speedier because the majority of the items 
we bought were incident to—that is, especially engineer items for the 
construction program—that is, depot purchase only. Such articles 
of equipment could not have been purchased for several months in the 
States through contract. We were able to get small orders of certain 
items, repair and upkeep particularly, through these local merchants. 

Mr. Meaper. I don’t quite understand your explanation of why a 
local merchant was able to buy the merchandise or the material more 
speedily than the Army could through its own procurement channel. 
If it was not available for issue in the States, I shouldn’t think that 
local—that civilian sources—could get it any quicker than the Army 
could. 

LOCAL PROCUREMENT OF SOME ITEMS SPEEDIER 


Colonel Lewis. Most of the items that are procured by the Army 
are procured on annual contracts or in large or specific contracts for 
a particular job. That’s done in the States and it takes quite a while 
to process that procurement action—get it into the depot for shipment 
to Alaska. These items that I have reference to here, small lots, maybe 
run thirty-forty thousand dollars—some would run lower than that, 
five-six-seven-eight thousand dollars—which is done generally 
throughout the entire system, even in the States. Local procurement 
is authorized for that purpose so that these long delays of months 
of getting the requisitions into the technical services and their proc- 
esses of going through their contracting and shipping are overcome. 
In other words, they are able to expedite their purchases because they, 
as small-business men, are very much interested in getting in on these 
purchases. 

Mr. Meraper. Do you have to go through the process of finding out 
that the material is not available within the depot system of any of 
the services before you can buy it locally? Is that true? 

Colonel Lewis. That’s right. They are items that can’t be furnished 
within the period of time. 

Mr. Meaper. Now, that takes a certain length of time after your 
requisition has been sent and then gets back to you that they are out 
of it. 

Colonel Lewis. In most instances. 

Mr. Meaper. What is the normal period of time for that clearance? 

Colonel Lewis. I don’t believe you can set it as a normal. 

Mr. Mraper. Well, can you give me a minimum and a maximum? 

Colonel Lewis. If we requisition items from the zone of the interior 
and then find that the item is not available in depot stock in the zone 
of the interior for shipment up here, I would say we get that back in 
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about 30 days from the time the requisition is processed to the supply 
depot in the States. Then we take action. In some instances, it 
depends upon the importance of the item that we need, we may get 
it by telegram—the fact that the item is not available and can’t “be 
made available for some time. Then we go ahead and make the local 
purchase here—that is, on items that we are authorized to purchase. 
‘There are many items that we are not authorized to make local pur- 
chase on. 

Mr. Dorn. Mr. Chairman, I want to ask the colonel in charge of 
engineering—he was talking about warehouses and one thing and 
another. Of course, you consider in building your depots the possi- 
bility of wartime seadicents bombings, and so forth. How does that 
relate to the cost; I mean, what’s your major consideration—an im- 
mediate need of the men or is it the fact that in wartime you might 
be bombed or how do you go about that construction? The reason why 
I ask you that question, I have been informed in Washington, not in 
this theater but in some theaters, a sudden Russian attack on our 
supply depots could paralyze our war effort in that theater. 

Colonel Seeman. Well, sir, I think, General, that should be an- 
swered by the command because, after all, I just build the type of 
construction and the sizes and the places that are wanted by the 
command, but all those things are very seriously considered. The 
command to the channel in going through to establish priorities, 
the various types to yield a balanced program regardless of where 
the cut-off happens to come after it goes through the channel. It is 
a very difficult one. 

Mr. Dorn. I realize it is a pretty difficult problem because you have 
to consider immediate need and also the saving that you might get 
by building it at a certain base and also you have to consider the 
wartime conditions—the fact that it might be hit. 

Lieutenant General Kepner. Would you like to have me make a re- 
mark on that subject ? 

Mr. Bonner. If you’d care to, General. Of course, that’s beyond 
our scope; that is a matter for the Armed Services Committee to go 
into. I want to, as far as possible, keep this subcommittee within the 
subject matter that is delegated to the committee. Of course, it’s 
an interesting question. 

Mr. Dorn. Mr. Chairman, I don’t think any of the members 
presently sitting on this subcommittee were there, but in 1947 for 
practically the entire year we listened to every branch of the service 
on the unification bill. We had General Eisenhower, General Spaatz, 
and the late Secretary Forrestal, all of them, and we seriously con- 
sidered this unification bill which our committee recommended and 
subsequently it became law. Is it in order, Mr. Chairman, to ask these 
various gentlemen—General Cunningham for the Army, and the 
captain over here for the Navy, and General Old for the Air Force— 
what their personal opinion is of just how this unification is working ? 





Now, if they’d rather not answer 
Mr. Bonner. Thats all right and your question is all right. 
Mr. Dorn. Because we would like to know. We had almost every 
opinion in the world expressed before the committee at that time. 
Now, I realize it is only in its infancy but still I would like some pro- 
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fessional opinion as to just how the unification is presently working in 
a theater of operations such as this. General Cunningham, would you 
like to comment on that? I’d like your frank opinion. 


UNIFICATION SAID TO WORK BETTER AT HIGHER LEVELS 


General CunninGuam. I think it’s working, Mr. Congressman. I 
think that unification works perhaps better at higher level than it 
necessarily does at a low base level. In other words, you’ve got two 
services ; they’ve got different objectives; they have different problems. 
Now, we have here, I think, a pretty good working example of unifi- 
cation. We support each other. We go out and have alerts together 
and the Air Force supports the Army in its mission, to some extent 
to the detriment of their primary mission. I would say that it’s 
getting along very satisfactorily. 

Mr. Dorn. What about it, Captain? You represent the admiral 
here today. Would you care to comment on it ? 


STATEMENT OF CAPT. JOHN B. ROONEY, UNITED STATES, NAVY, 
CHIEF OF STAFF, HEADQUARTERS, ALASKAN COMMAND 


Captain Roonry. No; I do not represent the admiral; I’m Captain 
Rooney and I’m on the staff of General Kepner. 

Mr. Dorn. Captain Patten ? 

Captain Patren. The question, of course, isa command problem. I 
would agree with what General Cunningham just said. It seems as 
though the effects of unification are more felt and perhaps are seen 
more at the higher levels than the lower levels; to be seen at the lower 
levels that policy would come down to where it has been determined 
to be practicable. Let us use, as an example, clothing. There would 
be one clothing depot in the whole Alaskan theater, let us say, and 
they would issue clothing to all the services. For many reasons, 
that doesn’t seem to be quite practical. It goes on from there. There 
are certain areas where unification at the working level is very prac- 
tical. Take your petroleum products up here, for example. That’s 
all handled through one office here at Elmendorf under Colonel Har- 
well and the Area Petroleum Office which handles petroleum for 
the whole area. The subarea office at Kodiak is handling the Aleutian 
chain which is located in my office. That, of course, works under the 
joint board and a joint commitee in Washington. That’s one example 
of unification which begins at the top and works down to the working 
level. 

Mr. Dorn. Is there any effort being made in this theater to familiar- 
ize the officers of the various branches of the services with the tactical 
mission of the other? 

Captain Parren. Yes; I would certainly say there was. Let’s take 
the exercise we had a few weeks ago, the command relationship. It 
involved command relations of the three services. 

Mr. Dorn. In other words, the whole command here, the officers, are 
generally familiar with the duties and responsibilities of the other? 

Captain Parren. Very much so. 

Mr. Dorn. General Old, do you have any comment on that? 
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FURTHER STATEMENT OF MAJ. GEN. WILLIAM D. OLD, COMMAND- 
ING GENERAL, ALASKAN AIR COMMAND, UNITED STATES AIR 
FORCE 


Major General Oxp. I concur in what General Cunningham said on 
unification. In the theater here insofar as the AAC is concerned, it is 
working very well. 

Mr. Bonner. That hasn't been shown by the testimony. You’ve got 
unification in this command, but as far as the Air is concerned 

Major General Oxp. I believe you are referring to cross supplies or 
cross services. Is that not correct? 

Mr. Bonner. They speak of unification, economy, and the supply 
system cross servicing—while we are on that, I might just as well make 
this request. The subcommittee would like for the Air Force to pull 
copies of all requisitions for common administrative supplies since 
October 1 and have QM and the other Army services and the Navy 
report to this committee whether those orders or any part could have 
been furnished from existing stocks or inventories, excess or otherwise. 
Is that clear? Is the request clear? 

Colonel Gippens. Did you say all common items? 

Mr. Bonner. The subcommittee would like for Air Force to pull 
copies of all requisitions for common administrative supplies since 
October 1 and have the QM and other Army services and the Navy 
report to this committee whether those orders or any part could have 
been furnished from existing stocks, excess or otherwise, and we'd like 
to have that, please. Captain, 1 would like to ask you a question. 
What is your opinion on this medical supply program that is now 
being initiated at San Francisco ? 

Captain Parren. I don’t see any reason why they can’t handle med- 
ical supplies as well as they can handle any other one. They have 
gone into handling all kind of technical material and very much more 
complicated than medical supplies and I think satisfactorily as far as 
technical supply is concerned, and I see no reason—I think the medical 
is a very small—10,000 items are all that is involved. 

Mr. Bonner. I want to read from Secretary Lovett’s directive of 
July 17, 1951, Department of Defense Directive, Washington, D. C.: 

Priority study shall be given to the feasibility of assigning to a single military 
department the responsibility for procurement, distribution, including depot 
storage and issues for classes of common items of supply and equipment, and 
depot maintenance for such equipment. Medical supply items shall be the first 
category to be studied. 

It was interesting to this subcommittee to find that this directive 
was not generally known or understood around here. Any comment? 





ALASKA COMMAND DID NOT RECEIVE LOVETT DIRECTIVE OF JULY 17, 1951 


Brigadier General Prarner. I think, sir, that was a directive to the 
departments and so far as I know, and I think that I do know, it has 
not been transmitted through the unified command, It has not been 
transmitted to the unified command or through the unified command 
of the services, whether or not the services have gotten it, I don’t 
know. 

Mr. Bonner. That’s the interesting thing, General; when this com- 
mittee is out in the field that’s what we learn. A lot of directives 

















ill 
ce 


vy 


ot 


‘st 


Pt 


es 














FEDERAL SUPPLY MANAGEMENT 403 


that are issued in Washington don’t seem to get down to the place 
where the real operation can show effect. We didn’t come here to 
quarrel, we came here really to get honest, sincere information and to 
cooperate with you, gentlemen. But as I said in the beginning, some- 
thing, somewhere, sometime, is going to have to be done about this 
matter. You just can’t go on expanding these services. First thing 
you know you'll have everybody in the services, then who’s going to 
support the services. It’s going to have to be consolidated to some 
extent, and I know it’s a bitter pill for those old liners who have been 
set in their ways, but I have to change my ways you know to keep in 
this business I’m in. I’ve got to meet the changes of time. Sears, 
Roebuck and Montgomery Ward and these big corporations—they 
wouldn't countenance the procedure and the waste and the lost motion 
that we have in this great enterprise of national defense. Why the 
board of directors would just remove somebody, and it’s a friendly 
conference we're having, therefore, I say we’ve obtained more uni- 
fication in the field—don’t talk to me about this high strata of com- 
mand. They’re just fighting each other all the time in Washington. 
You can’t get them down to the table to agree on anything. But 
here’s the place to start, here’s where you all are living together, 
and here’s where I thought this subcommittee would find what we 
thought was a unified command. Much to my surprise, we haven't 
found it. 

Mr. Lanrarr. Do you know whether or not any directives have 
been issued by the respective services based on this directive? I can 
well appreciate that just because this is issued in Washington you 
don’t have a crystal ball to read its contents unless somebody passes 
it on to you. But this subcommittee is interested in why this hasn’t 
gotten to you because I know if it had you'd have carried it out. But 
do you know whether or not any directives have been issued based on 
this or anything that sounds like it? 

Brigadier General Praruer. No, sir, I do not know—I do not know 
what directives have been issued. I would assume that the directives 
initially would be from the Department of Defense to the Depart- 
ments. 

Mr. Bonner. Through the respective services 

Brigadier General Praruer. Through the respective services. 

Mr. Lanrarr. Well, now, this was dated July 17 and it would seem 
by this time that the directives contained in this would have filtered 
through to the Alaskan Command, would it not ? 





MISSION OF ALASKA COMMAND 


Brigadier General Praruer. I would think so. May I make a com- 
ment on this matter of unification, sir? I personally feel that uni- 
fication is working fine at this level insofar as, you might say, it has 
been placed into effect. The mission of this headquarters, mission of 
the commander in chief, Alaska, is more of a tactical mission with the 
forces that have been allocated to him by the Joint Chiefs of Staff 
that have been equipped and supplied by their own services. He has a 
certain mission to perform. Now, our plans are based on the utiliza- 
tion of those forces and there is a great deal of unification here. We 
have a great many joint tactical exercises, there is a considerable 
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amount of joint training, and we are doing those things in order to 
carry out this mission that has been given this unified command. On 
the other hand, there are many things that have been discussed here 
this morning that have not been made a responsibility of the unified 
command under the implementation of the unification laws. They 
are still handled directly between the Department of Army and Gen- 
eral Cunningham’s headquarters, the Department of Air Force and 
General Old, and the Department of the Navy and Admiral Cruise, 
and this particular publication that you mention, I would think ini- 
tially it would probably be made known to this department through 
service channels rather than through the unified commanders. 

Mr. Lanrarr. I would think it would too. There are a lot of 
things that probably your representative services could do here to- 
ward integration that would probably be prevented by directives 
emanating from Washington and apparently some of the directives 
that we thought were emanating from Washington that would have 
enabled you to carry out some of this integration at other than tac- 
tical levels just haven’t come through to you yet. 

Mr. Bonner. We want to have furnished the staff of the subcom- 
mittee, forms, requisition forms that you use here, the Army, Air 
Force, and Navy—blank forms. We have set up three groups of this 
subcommittee after lunch—we explained it to the general last night— 
to go and see the operation around the establishment here: One group 
will be Mr. Lantaff, Mr. Brownson, and Mr. Roback. They are going 
to take samples and a bird’s-eye view of inventory control, stock 
levels, turn-over, value of stock, issue, ar, seen and warehousing. 
The general will assign some of you gentlemen to go along to assist. 
Mrs. Harden, Mr. Meader, Mr. Kennedy—they will look at your sur- 
plus, scrap and salvage activities, the sale and returns exchange, 
utilization program, supply discipline program, maintenance activi- 
ties. Then Mr. Bonner, Mr. Dorn, and Mr. Ward—procurement and 
requirements determination, requisitions and editing, lead time, the 
amount of procurement, cross servicing. Now, General, if you will 
designate the escorts now, we will meet right after lunch. 

Lieutenant General Krpener. You said something last night about 
reassembly after lunch. Do you wish to set the time now, sir? 

Mr. Bonner. Well, we will start off at 2. 

Lieutenant General Kepner. Yes, sir. 

Brigadier General Prarner. Based on the instructions you gave me 
last night I drew up a schedule subject to your approval for these 
three groups. Each of these groups is to visit the three principal 
depots, the Air depot, the Engineer depot, and the Army depot except 
for the people that are interested in salvage and surplus and, of course, 
there are only two places to go there, the Air salvage yard and the 
Army salvage yard. 

Mr. Bonner. At 4 p. m. we will meet back here. 

Brigadier General Pratuer. We have guides for each team. 

Mr. Bonner. I want the staff to ask some questions when we come 
back here. 

(After visits as outlined above, the hearing continued.) 

Mr. Bonner. Now the meeting will come to order. 

Mr. Brownson. Yes, Mr. Chairman. When the Air Force talks 
about local procurement, how far does that spread? Is that pro- 
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curement in Fairbanks? procurement in Anchorage? Does it spread 
to Seattle? What constitutes local procurement as the Air Force 
looks at it 4 


FURTHER STATEMENT OF COL. JEROME D. GIDDENS, HEAD- 
QUARTERS, ALASKAN COMMAND, UNITED STATES AIR FORCE 


Colonel Gippens. I am Colonel Giddens. 
Mr. Bonner. Yes, Colonel. 


SPREAD OF LOCAL AIR FORCE PROCUREMENT 


Colonel Gippens. Our local procurement items we require in emer- 
gency instances spread to the Fairbanks area, to the Anchorage area 
and it does go to the Seattle-Tacoma area. We have an officer in 
Seattle that has an office now in the Western Procurement District 
Air Matériel Command at Boeing Aircraft that we call an expediter. 
He gets our purchase orders and goes out and contacts for many of the 
Air Force minor items we need. 

Mr. Brownson. Could you give me an example of the kind of items 
that he would be purchasing. 

Colonel Gropens. Well, most of the items are repairs and utilities 
items. Those are the items that are required to keep the electrical 
distribution system and our water system and our sewerage system in 
operation. ‘Those are the major items that we go to local procurement 
for. 

Mr. Brownson. Have you ever tried to get those items through GSA 
down there in Seattle? 

Colonel Gippens. We have contacted the GSA at various times down 
there. Some of the items are in stock and some of the other small 
items, such as clamps to hold electrical wire in place, they do not have. 
We have to buy those, quite a few of them in the Seattle area. 

Mr. Brownson. You do have an expediter in the Seattle area ? 

Colonel Gippens. Yes, sir. 

Mr. Bonner. Just let me ask the colonel one question. Doesn’t 
the Quartermaster Corps or Engineer Corps carry these items? 

Colonel Gippens. Some of the items we do procure from those 
sources. Some of those items are not stocked. They are coded in our 
stock list as local purchase items. 

Mr. Bonner. I mean for your water supply and your electrical sup- 
ply. You said you sent down to Seattle to get replacement on general 
items, electrical distribution, et cetera. Doesn't Quartermaster carry 
replacement items up here ¢ 

Colonel Gippens. The items that we go down there for normally are 
checked through the supply sources here and if they’re not available, 
that’s when we go to local procurement. Other items that are coded 
Air Force items we don’t stock in our Air Force depots, and they are 
in our stock list marked for local purchase. 

Mr. Bonner. Because you don’t stock them in your Air Force de- 
pots, that doesn’t necessarily mean that the Engineer or Quarter- 
master might not have those items? 

Colonel Gippens. Normally, just normally, we go to these depots 
and ask for these items, and they come back and say they are not avail- 
able in their stock before we go to local purchase for them. 
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Mr. Bonner. Well, for the two items that you mentioned, it is just 
hard for me to understand why, on a large base of this kind, where 
you have the Engineers and Quartermaster with the tremendous stock 
that we have been told about today. It’s just hard to understand 
why there isn’t an item for you. All right, Mr. Brownson. 


AIR FORCE ISSUES OWN CLOTHING ITEMS 


Mr. Brownson. We went down to your Air Force supply installa- 
tion this afternoon and while we were there, we learned that the Air 
Force has'taken over the issue of classes 55, 72, 73, and 74 of class IT 
Quartermaster items since October 1. That pretty well sets up the 
Air Force in the clothing issue business as far as Air Force troops 
are concerned ; doesn’t it ¢ 

Colonel Gippens. Yes, sir. 

Mr. Brownson. Now | understand that class 55 is cooks’ and bakers’ 
white uniforms. 

Colonel Gippens. That’s right. 

Mr. Brownson. Now there is an item that the Air Force is using, 
that’s just identical with the Army, isn’t it? I mean you’re in Air 
Force blues as far as your dress uniform, et cetera, is concerned. You 
have your suits, mechanic which is unique to the Air Force, but when 
it comes to these cooks’ and bakers’ uniforms, those are still the same 
as they are in Quartermaster. So the Air Force has actually taken 
over the Quartermaster issue of a common-use military item there. 
Is that right? 

Colonel Ginpens. That is correct, sir. 

Mr. Brownson. There are some of the rest of that clothing that 
are still the same as the Army is still using / 

Colonel Gippens. Yes, sir. 

Mrs. Harpen. Will the chairman yield? 

Mr. Bonner. Yes. 

Mrs. Harpen. Where does the Air Force have their clothing and 
shoes mended ¢ 

Colonel Gippens. In the Air Force depot. Maintained in the 
depot. 

Mrs. Harpen. I didn’t happen to get into that one. I was over at 
Fort Richardson and saw where they mended their clothing and shoes, 
and I inquired about the Air Force but wasn’t informed as to how 
you had yours taken care of. . 

Colonel Gippens. We have similar shops doing repair on other items 
than clothing. All over we do in those shops. We have fabric shops 
and machine shops and shoe repair shops. 

Mrs. Harpen. Thank you. 

Mr. Brownson. Colonel, another point came up in the discussion 
this afternoon as to the days of supply that are authorized for your 
stock level at the depot. I think they told us, they were running 
under a 210-day basis. Now is that right ? 

Colonel Gippens. No, sir. The total of 210 days is the depot stock- 
age plus the requisitioning and pipeline time it takes the requisition 
to go to the States, be processed, the equipment procured and placed 
in channels to reach us. 
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Mr. Brownson. Major Steelnack was sent over to brief us and I 
can’t find that chart that he had at the moment. As I recall it, he told 
us that you were on a 180-day basis. Is that right 4 

Mr. Bonner. It was for the Far East and not for the Alaskan. 

Mr. Brownson. That’s all Ihave. ‘Thank you very much, Colonel. 
Now I wonder if the Army would tell me about their local procure- 
ment program. What area do you cover, Colonel, for local procure- 
ment ¢ 

Colonel Lewis. I didn’t understand the questior. 

Mr. Brownson. What area do you cover on your local procurement 
program ? Ai. 

Colonel Lewis. You mean in procurement, actually procuring items 
or for the area we serve. 

Mr. Brownson. I mean where do you procure locally. 


ARMY AND NAVY LOCAL PROCUREMENT 


Colonel Lewis. Anchorage mostly. I don’t believe we get any- 
thing hardly from any of the other Alaskan cities. 

Mr. Brownson. You don’t have anybody in Seattle as a purchas- 
ing representative directly under you ? 

Colonel Lewis. Not from our depot. No, sir. 

Mr. Brownson. Thank you very much, sir. And the Navy? 

Captain Parren. The Navy requisitions from depot when neces- 
sary. For example, the naval station at Kodiak will need something 
which it hasn't got, they will send the requisition to the naval supply 
depot at Seattle, and Seattle will make procurement there for them. 
If they can’t make issue from their own stock, they will make local 
purchase. Of course when we make local purchase, they will go most 
anywhere for it. I think I can say the naval station, Kodiak, would 
not make any local procurements. 

Mr. Brownson. You don’t have a direct representative under you 
in Seattle as a purchasing messenger ¢ 

Captain Parren. No, sir. 

Mr. Brownson. The other thing that developed was the discussion 
that we had about the Air Force surplus at Adak which we hope to 
see tomorrow. IL understand that is now being screened. Who is 
screening the Air Force surplus at Adak? 

Colonel Gippens. ‘The equipment at Adak comprises some 15,000 
items being screened by the Air Force for those items that we 
need in the theater. The Army has screened most of that equip- 
ment. The remainder of that equipment when the screening is com- 
plete will be returned to the ZI and the machinery is already in process. 
Part of it will be returned to Air Force channels; some of it 1s obvi- 
ously serap and it will be returned to Sacramento and placed in scrap 
channels. 

Mr. Brownson. Do you know, Colonel, whether this matter has 
ever been taken up in the ZI with other adjacent theater commanders 
as to whether some of that material might better go first to the Far 
Last rather than back to the States ¢ 

Colonel Gippens. That I do not know, sir. 

Mr. Brownson. This morning we talked about scrap, ferrous and 
nonferrous. I wonder if each of the services could give me an idea 
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of the total of ferrous and nonferrous scrap that they have under their 
jurisdiction at the present. 

Colonel Gippens. I don’t have the figure, but I think I can get it 
for you in a very short time. 

Mr. Brownson. Would appreciate that very much, Colonel. How 
about the Navy ¢ 

Captain Parren. I can get it for you. I have it in my brief case. 

Mr. Brownson. I'd appreciate that very much, Captain. And 
Army? Can you gét that for us, Colonel ? 

Lieutenant Colonel Smiru. I think I can give it to you, now. 

Mr. Brownson. Fine, Colonel. 

Lieutenant Colonel Smirn. Approximately 260 tons of scrap are dis- 
tributed throughout our stations. We have 115 tons at Big “D”; 
approximately 30 tons at Fort Richardson; and 50-some tons at 
Whittier and then we have some at Greely which is on Kodiak Island, 
That is a small quantity. Approximately makes 250 to 260 tons. 

Mr. Brownson. Thank you very much, sir. That is all I have, Mr. 
Chairman. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lanrarr. During the tour this afternoon, we found that in 
the Air Force depot they handle about 140 thousand line items. 

Colonel, I believe you were going to furnish us with the number of 
ion items handled in the Army Supply Depot? 

Colonel Lewis. I gave that to Colonel Palmer there. He has gone 
through line items and also other things. 

Mr. Lanrarr. Would you furnish that for the record, please, 
Colonel? Can you give it to us now? 


LINE ITEMS IN ALASKA GENERAL DEPOT 


Colonel Lewis. Now to supplement my remarks, the line items are 
158,450. ‘That’s the total. We didn’t run totals of tonnage handled 
there. We only shajwed them as those that were received and shipped 
by the specific technical services. They are not totaled on that 
sheet. 

Mr. Lanrarr. Captain, do you know how many line items are 
handled by the Navy Supply Depot in this area ? 

Captain Parren. We don’t have in this area what we are referring 
to as a supply depot. We have two major activities here. Both are 
naval stations each of which has a supply department. The stocks 
that we maintain here are in those supply departments. ‘The supply 
department at Kodiak would have roughly, say, 125 thousand items. 
That's quite large for that size station, and it is due to the fact they 
are maintaining considerable stock of aeronautical parts. 


DUPLICATION IN COMMON ITEMS BETWEEN SERVICES 


Mr. Lanrarr. What percentage of those line items carried by your 
supply depots there would you say were common use items with other 
= ices ¢ 

Captain Parren. I would say 50 or 60 percent. 

Mr. Lanrarr. Fifty or sixty percent. Thank you, Captain. Now 

what percentage of the 138,450 line items in the Alaska General Depot 








FEDERAL SUPPLY MANAGEMENT 409 


would you say were common use items insofar as the Army and Air 
Force were concerned ? 

Colonel Lewis. I don’t believe I’m prepared to give you the per- 
centages. They would mostly be included in quartermaster items. 

Mr. Lanrarr. In class I] items? 

Colonel Lewis. In class I, I, and ITI, some class LV, such as type- 
writers, office machines—— 

Mr. Lanrarr. You have no idea what the percentage is? 

Colonel Lewis. I do not at this time. 

Mr. Lanrarr. I imagine it would be a terrific chore to determine 
that percentage, would it not? 

Colonel Lewis. It would take some time. 

Mr. Lanrarr. Well, I wouldn’t want to impose on you for that, 
but you do know that there are items in that 138,000 line items which 
are common use items with the other services ? 

Colonel Lewis. Yes, sir. 

Mr. Lanrarr. Colonel, with reference to the 140,000 line items in 
the Air Force depots, what percentage of those line items would you 
say were common use items with the Army? 

Colonel Gippens. This is an estimate. I think about 110 thousand 
items in our Air depot are Air technical items. The others are 
these common items that we have recently taken over, some 30,000 
items—line items. 

Mr. Lanrarr. So about 30,000 of your 140,000 items would be com- 
mon use items, so called ? 

Colonel Gippens. That is my personal opinion. Most of our Air 
Force stock is Air Force technical supply pertaining to aircraft. 


AIR FORCE ORDER ON EXCESSIVE STOCKS 


Mr. LantarF. The subcommittee was also informed, Mr. Chairman, 
that an order was issued on the 6th of September 1951 which is 
pertinent to this hearing. I'd like to read this into the record and 
ask what results were obtained from this order. It’s issued by Head- 
quarters Thirty-ninth Supply Group Depot at Elmendorf AFB on 
September 6, 1951, subject : Excessive Stockage by Air Force Units— 

It is requested in the interest of equitable distribution of Air Force spare parts 
and other supplies that all Air Force units based at Elmendorf AFB be inspected 
as to the excessive stockage of subject supplies. The Supply Division is en- 
deavoring to increase and maintain service stocks for the effective supply 
service of local units. It is suspected that local units have hoarded and main- 
tained excessive bench stocks of aircraft hardware, electrical supplies, aircraft 
spare parts and other supplies common to Air Force units. Investigation will 
lend support to the commanding general’s policy on supply and discipline, as 
well as possibly correcting inequities in supply. 

Colonel, I am wondering what, if any, results were obtained from 
that particular order. 


STATEMENT OF LT. COL. CYRUS W. KITCHENS, JR., UNITED STATES 
AIR FORCE 


Lieutenant Colonel Krrcuens. Sir, that was an effort of the supply 
group to place in the hands of the Air Inspector a special item which 
he would make a note of in routine inspections of organizations. The 
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results that he has actually obtained in discovering discrepancies, I 
‘an't say at present, sir. It was a means of providing a particualr 
check during his routine inspections for the equitable distribution of 
supply. 

Mr. Lanrarr. I wanted to read this into the record to show that 
an attempt at supply discipline is being made within the depot. 
There was just one question that I had with reference to this supply 
cycle that a Brownson brought out. There is « o10'dan 
cycle within the Air Force. Is that correct ? 

Colonel GippEns. Yes, sir. That is correct. 

Mr. Lanvarr. Now it is my understanding that in the Quartermas- 
ter there is a 150-day cycle. What is the reason for the difference be- 
tween the two! 

Colonel Gippens. I don’t think that I know the answer to that. 

Colonel Lewis. We have a 150-day cycle at present. 

Mr. Lanrarr. So far as planning and ne tenakion supplies, the 
Air Force is using 210 and Quartermaster 150. There is no reason 
that anyone can advance for that difference ? 

Colonel Gippens. No, sir. I don’t know the answer to that one. 

Mr. Lanrarr. That’s all I have. 

Mr. Bonner. Mr. Meader. 

Mr. Meaper. Mr. Chairman, I found an interesting, or at least I 
thought a partial explanation of the background for this _ in 
quartermaster supply. I wish that Colonel Smith would explain to 
the group here what he explained at the depot about the issues of stock 
to the Air Forces by the Quartermaster; the problems that are in- 
volved in that. 

Lieutenant Colonel Smiru. Spoke with Colonel Koch who is our 
quartermaster supply officer at the general depot with respect to the 
issues made by his supply officers to Army units or Army stations and 
those made to Air stations and any difficulties which he encountered in 
providing appropriate supply to each type of station. In connection 
with this, Army advises that the tabular allowances prescribed provide 
means of editing of requisitions within the depot. Tabular allow- 
ances determine the station stockage, and from those are established 
a level. Those levels are shown 6n requisition forms which come to 
him. He can then determine how much is on hand; whether his quan- 
tity required to bring up the stock on hand to the approved level is 
possible; if it is not, he reduces it to the amount required to bring the 
stock up to the approved level. 


QUARTERMASTER REVIEW OF STATION STOCK LEVELS 


The levels in the station are controlled by Colonel Koch with re- 
spect to quartermaster. His liaison personnel go into Army stations, 
review the levels, and if they are unrealistic, he recommends to the 
station commanders a reduction in those levels. If that reduction is 
not earried out at that level, he has available the command to assist 
him in getting these levels reduced to a realistic point. Then his 
requisition, predicated on those levels, are edited, and the stocks are 
furnished. The Air Force requisitions that he receives do not contain 
any level as to how much is being maintained and how much is re- 
quired to bring the stock on hand up to the required level. He gets 
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a requisition for quantity that comes from the supply officer of the 
air base and stocks are issued out of Air Force assets maintained in 
the Army depot. 


AIR FORCE REQUISITIONS ON DEPOT STOCKS NOT EDITED 


He has no means of editing that requisition; he has no means of 
determining whether that quantity is in accordance with the levels of 
the base. He only knows the quantity requested. He does not have 
authority to edit that requisition against a tabular allowance. He 
furnishes from the Air stocks that are available the quantities re- 
quested. Now in order to provide himself with stocks for Army, he 
knows the issue experience to Army recorded on his card and requisi- 
tions accordingly. The issues experience remains reasonably con- 
stant by reason of control of levels in the station by periodic visits to 
those stations. Levels made in the Air bases may not necessarily re- 
main constant because he only knows of changes;when he receives 
requisitions. Then he must adjust stockage on levels for Air require- 
ments which makes it something that he does not have on hand suffi- 
cient stocks to meet Air base requirements. Were he furnished the 
levels of the station, it might assist him more in determining how 
much stock he should maintain in the depot to meet the Air require- 
ments. 

Mr. Meaper. I wish you would relate the instance of the card that 
we looked at about soap. On April 12 the Air Force requisitioned 
50,000 bars of soap and there we have only something about 70,000 
on hand in the depot. 


AIR FORCE STATION REQUISITIONS 50,000 POUNDS OF SOAP 


Lieutenant Colonel Smrru. I’m not familiar with the exact figures 
that were shown on the card and on the requisition. The requisition 
was submitted by one of the stations on the depot for, I believe, 50,000, 
and 40,000 to 50,000 pounds of soap were issued in order to make a unit 
without breaking any package and issuing a small quantity. The 
requisition submitted showed the quantity requested. | Colonel Koch 
was not in a position to know the population of that garrison as to 
the amount it was to service or how much soap was at that point, so 
he was not in a position to edit that requisition. He issued the quan- 
tity requested ta the station concerned which, I believe, was 50,000 
and 40 pounds of soap. We asked Colonel Koch why he did not edit 
that requisition and his reply was that he had no authority to edit 
it nor any basis on which to edit it. He had no determination as to 
strength or allowances; how much soap is allowed per man per day; 
how much is allowed per 100 men per 30 days; or whether this was a 
30-day stockage or 60-day stockage or a 90-day stockage. He did not 
have that information available to him at the time he processed the 
requisition so he made the issue from Air Force assets on hand to the 
station concerned. 

Mr. Mraper. Well, this inability to know the stock Jevels author- 
ized in the Air Force was definitely or apparently to Colonel Koch 
a headache and problem in maintaining his own depot stock levels 
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to service the stations within the Army as well as Air Force. Is that 
correct ¢ 

Lieutenant Colonel Smirn. To take a leaf from Colonel Koch’s 
book, he referred to it as requiring that he do a certain amount of 
crystal ball gazing in order to determine the quantity necessary to 
restock to meet the requirements of the Air as his personnel did not 
go into the garrison from the Air to determine the stockage or the 
levels there or the quantities. So in order to have the proper stock- 
age on hand, he had no information on which to predicate except his 
consumption data which is available on his cards and his consumption 
data fluctuated from-——— 

Mr. Mraper. How could that situation that developed with respect 
to the soap requisition be cured if the quartermaster of the Army 
would continue to serve the Air Force? 


PROPOSED HANDLING OF AIR FORCE LINE ITEMS 


Lieutenant Colonel Smiru. Sir, my view. The requisitions from 
the Air bases could be processed through the Air Matériel Group, 
the Air Headquarters, who would determine whether that was a proper 
quantity of material to be issued to that Air base, based on the levels 
authorized that Air base by the Air command, and if approved would 
be forwarded to the depot for supply. The quantity of Air Force 
assets to be maintained in our depot would be determined by the Air 
command based on their requirements and their allowances to their 
stations. That is, they would determine that for a 90-day period 
we should stock 100,000 pounds of soap for the Air base or so many 
thousand pounds, so many thousand pairs of shoes, or any other line 
item, and those items would be requisitioned, placed in stock and 
issued as against approved requisitions. This would provide a means 
of control for requisitioning in the Air command. It would provide 
the depot supply officer with a predicate upon which to requisition 
sufficient stock to meet those approved requirements. ‘There are other 
means by which it could be accomplished. Personnel could be placed 
in our depot to edit the requisitions upon arrival. We could send 
liaison teams into Air bases where we could assist the supply officers 
of those bases in establishing realistic levels of supply as against their 
requirement, and then maintain it, making appropriate reports to the 
Air command of the quantities we considered in excess of normal 
stockage. That information would be made available to the stock 
management section of the depot who maintain the level and make 
recommendations to the supply officer on the quantities to be stocked 
and stock management personnel receive reports from liaison person- 
nel of the Army, and that information constitutes how much we 
should stock our depots. That is one means by which the condition 
that Colonel Koch referred to could be remedied. It is not neces- 
sarily the only means, but it is a means by which it could be remedied. 

Mr. Mraprr. That’s all. 

Mr. Bonner. Mr. Dorn. 

Mr. Dorn. No questions, Mr. Chairman, except one thing Colonel 
Palmer mentioned which might be of interest to the subcommittee and 
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for the record; that is what you told me about the civilian personnel. 
How many you use here and how many you could use and the fact that 
you don’t get enough and also the fact that one civilian personnel 
can do about as much as two Army people for the simple reason that 
the Army—the military personnel—divide their time between defend- 
ing the base and work. I wish you’d just go over that basically, be- 
cause it does involve certain expenditures. 


PAY AND EMPLOYMENT OF CIVILIAN PERSONNEL 


Colonel Patmer. The question of the pay of civilian personnel, for 
instance. Ordinary laborers that can come up here to do construction 
work get somewhere in the neighborhood of $2.50 per hour. Skilled 
workers get up as high as $3.80 an hour. I understand whenever the 
work is over 40 hours they get double time. A lot of these workers, 
before they come up, insist upon working overtime. Some of them 
work 70 or 80 hours a week, and I have been unofficially informed, 
or at least I have seen an item in the newspaper to indicate that they 
have earned as much as $1,000 per month. Now we cannot bring up 
civilians to work in our depots and other establishments to compete 
with those wages. They sometimes come up with the idea of working 
for us and when they get up here, they discover that they can go out 
and work for contractors or they can work for somebody else at much 
higher wages so we lose them. The result is that we have somewhere 
in the neighborhood of approximately about 50 percent of the civilian 
strength that we have been authorized and which we need to do our 
own work. We believe that civilians in depots can be more advan- 
tageously employed than enlisted men. For this reason—up here 
every enlisted man has to be trained for combat duty. He’s got to 
be able to spring to arms and grab his gun in case anything happens; 
he also has a certain job; he has various other duties—NCO, charge 
of quarters and a number of things; and we believe that about 50 per- 
cent of the enlisted man’s time available for our use. In other words, 
one civilian is equivalent to about two enlisted men. So based on 
that equivalent ratio and the difficulty we have in getting civilians 
up here, it is of great concern to us to get enough people up here to 
do our work. That is reflected very detinitely in the situation such 
as we had in the Engineer depot. We found stockages there that had 
not been identified and the main reason is we do not have the per- 
sonnel to do the work, neither enlisted personnel nor civilians. 

Mr. Dorn. Thanks. That is all. 

Mr. Brownson. Colonel, as a matter of fact most of your civilian 
employees that you are able to get here are the wives and dependents 
of military personnel, aren’t they ? 

Colonel Paumer. That is correct to quite a large extent, sir. 

Mrs. Harpen. Mr. Chairman, I would like to say for the record 
that I had a visit with the only WAF that was available. There are 
three others available in the theater but only the one stationed here 
and I did have a very nice visit with Major Panoski. No further 
questions. 
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Mr. Kennepy. I have a question This morning the quartermaster 
spokesman stated there was little evidence of overstatement in requi- 
sitioning of items. Could you tell the subcommittee anything about 
repeated overstatements in bedding at Ladd which led to your send- 
ing a liaison team up there to study this problem ¢ 


OVER-REQUISITIONING OF BEDDING AT LADD 


Lieutenant Colonel Smrru. I am not acquainted with excess over- 
requisitioning. There are normal occasions when a station supply 
officer prepares a requisition in advance of the arrival of personnel. 
He must do that in order to get the material there at the timé the 
personnel arrives. He does not—the number of people arriving is 
not always as firm as the personnel who arrive. He makes his requi- 
sition based on the very best information available to him at the time 
that he gets it. When the material arrives it may be that it may not 
be in exact balance with the personnel. Then in the interest of 
returning that material to stock, he reports his excesses and that 
material can either be laterally distributed from that station or re- 
turned to the depot. Now it may well be said that that constitutes 
“joy riding” of the supply. It may do that, but it also insures that 
when that individual arrives at that garrison he has a bed, mattress, 
sheet, pillow, and blanket on which to sleep. In this particular in- 
stance it was a determination made by the supply officer on the besi 
available information and then the number of troops were not in 
consonance with his requisition. ,He made a generous requisition 
in order to insure adequate stockage. The quantities, I believe, were 
not excessive, and they were overrequisitioned but they were predi- 
cated on information received by him at the time of requisitioning 
which did not come to fruition in the number, and it would occur as a 
normal operating activity. 

Mr. Kennepy. That accounts for repeated overstatements ? 

Lieutenant Colonel Smrrm. I do not of my own knowledge know of 
repeated overstatements. 

Mr. Kennepy. Major Epps at that installation brought out the fact 
that a liaison team had been sent up there to study the problem. That 
would appear to militate against the idea that it had just been caused 
by a revision of troop strength at one given time in the area around 
Ladd. 

Lieutenant Colonel Smrrx. It may well be that the combination of 
operations may have led toa conclusion. Normally liaison teams make 
normal visits to the station. The liaison team making the visit at 
a time reasonably coincidental with the arrival of the troops would 
of necessity discover that there was overstockage, and they would 
normally report that. But had the liaison team not arrived at that 
particular moment, those items might normally have been returned 
to the garrison depot, and the liaison team arriving 2 weeks later would 
have had no knowledge of the matter if the natural process had 
taken place. JT think it is a coincidental thing that the liaison team’s 
date of arrival at the garrison was coincidental with the arrival of the 
troops. IT know that troops arrived there not so very long ago. It may 
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be that the depot liaison team arrived at the same time and a combina- 
tion of those factors may give undue emphasis to the situation. 

Mr. Kennepy. Thank you, Colonel. Id like to address a question 
to General Kepner or someone he may designate to answer. In view 
of the importance of vehicles, both aircraft and automobiles, do 
you have a personal accountability program for misuse of either air- 
craft or vehicles in this theater? 

Lieutenant General Kener. I don’t understand that, the term “per- 
sonal.” 

Mr. Kennepy. Well, I mean by personal, the user. Do you have 
a program set up where you assess him for misuse if a man takes 
a car out in bad weather without properly checking before he does it ? 


ACCOUNTABILITY FOR MOTOR VEHICLE USE 


Lieutenant General Kepner. Yes; that should be answered by a 
base commander who has a motor dispatching arrangement and in 
that he checks on drivers, the mileage, the time out, whether their 
drivers’ slips are proper and that, I think, would bring out any irregu- 
larities, if that’s what you refer to. 

Mr. Kennepy. How about aircraft ? 

Lieutenant General Kepner. Oh, yes, we do this to aircraft. I know 
of no instances where there has ever been any suspicion that an aircraft 
was taken off without proper authority. That is the 

Mr. Kennepy. Not proper authority, General, but rather misuse. 
In some of the ZI installations quite frequently the driver of an 
automobile will not bother to check his oil, drive and burn out the 
bearings. Now do you assess him damages? I was interested if there 
was an active program. ‘There are several Army commands that have 
such programs. There are some that have none, and I was just 
wondering if the Alaskan theater had inaugurated one. 

Lieutenant General Kepner. I believe I would like one of the sub- 
ordinate commanders to designate a man in charge of vehicles to 
answer that question in case you don’t want to answer it yourself. 

Major General Orv. I would like to answer Air Force’s policy 
on that. Under the present joint code of military justice, it is 
impossible for us to take recourse against drivers who damage ve- 
hicles carelessly. The only way we can discipline them or take action 
against them is administrative action to reduce them to a lower grade 
provided they hold a higher grade, but there is no means that we can 
legally require them or make them pay for the damages where the 
accident resulted from carelessness. We have issued directives to the 
subordinate commanders that in case that investigation of the accident 
proves that it was carelessness then if the man has a rating he will be 
reduced. If he cannot operate the vehicle in a safe and sane manner, 
then he is not qualified to be—to hold a rating. 

Mr. Lantarr. In case of aircraft I guess higher authority provides 
the disciplinary punishment for taking off without oil. [Laughter.] 

Lieutenant General Kerner. If he happens to get back and the air- 
plane is such, it will be a higher authority. 

Mr. Kennepy. I wonder if the Army can answer that question. 
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Major General CunntncuAm. General Cunningham. Yes, sir, I am 
certainly positive that if a man takes a vehicle out and runs without oil 
and it is demonstrated it is his carelessness, we put it up for a survey, 
a o a report of survey on it, assess him for the damages. 

*. Kennepy. Have you done it? 

Major General CunninGHAM. Certainly. 

Mr. Kennepy. And how often, we'll say, does Washington or the 
intermediate level bump back your cl st 

Major General CunnrneHam. Why, I don’t know the number of 
instances. It had never come to my attention that they had been 
returned except it had nothing to do with the vehicle; I think it had to 
do with generators of some kind. Some question about it. 

Mr. Krennepy. Inthe Fourth Army Area, General Lutes’ command, 
has inaugurated a program on personal accountability for vehicles, and 
it was almost unheard of at that time of its inception. They had 
some resistance at Washington and the intermediate level but finally 
won over the Washington level: It is understood that surveys are 
acceptable and a program of such a nature will probably shortly be 
forthcoming in all the Army areas. 

Major General CunnincHAM. We do it up here. 


UNIDENTIFIED UNCATALOGED PROPERTY 


Mr. Kennepy. That is all. 

Mr. Bonner. Any further questions, Mr. Ward ? 

Mr. Warp. I’d like to ask a few questions. We were discussing this 
in the engineers’ depot. Are there any of the other services in the 


Army that have property considered to be improperly identified and 
therefore not usable? 


IMPROPER IDENTIFICATION OF PROPERTY 


Colonel Paimer. Colonel Palmer speaking. I don’t know of any 
sir. I asked the Signal that question and Colonel McKinney assured 
me that there is not now—there was at one time—but it has since 
been identified. He said that the chemical officer made the statement 
that there may be a very few items at the present time but not of 
any consequence. Has Transportation any items, Colonel Higgins? 

Colonel Hicerns. Colonel Higgins, transportation oflicer. It may 
be of interest to know there was such a condition in transportation 
supply here a matter of a year or 18 months ago resulting from the 
roll up of two outlying marine repair stations, marine supply points 
into the then only remaining marine supply support point, Kodiak, 
but during the past 6 months the removal was made of all that ma- 
terial which was not usable there back to the States for its disposal 
under surplus procedures when properly screened, and approved by a 
team which came up to assist us. It has been completed, so at this 
moment there is no marine supply or other transportation supply in 
that status. 

Mr. Warp. Thank you. How about the Air Force? 

Colonel Gippens. Yes; at Adak. Part of that equipment is appar- 
ently parts for obsolete airplanes. The stock numbers have changed 
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and we here are not able to identify them. The Sacramento depot 
feels that it is too expensive to send people to Adak to identify it, and 
they have asked us to return it to them in an “as is” status. They will 
there screen it and make an attempt to identify it. If they can’t, of 
course, it will go into scrap channels. There are some items out there 
that we cannot identify. 
Mr. Warp. Have you any idea tonnagewise what’s involved ? 
Colonel Gippens. No, sir. I donot. I donot have that. We know 
there are some items out there that we have not been able to identify. 
Mr. Warp. Thank you very much. How about the Navy? 
4 Captain Parren. Yes; I'd say there was some of that out there— 
some in the district. I can give one prominent example—here’s Adak 
again. At Finger Bay there are perhaps six or eight storehouses that 
are pretty well filled with what we call ships’ repair parts and auto- 
motive vehicle parts. There is a number of, hundreds of tons, I would 
say—a very large number of individual items. Those items have 
never been properly identified. About 3 years ago there was an in- 
ventory team working out there and did identify at that time the best 
3 they could a considerable part of it. Those stock numbers have now 
changed and issues have been made. There have been some issues 
made of which there is no record. The inventory is probably not of 
very much value today. There is a great deal of spare parts, ships 
repair parts out there and automotive parts. 

Mr. Warp. You did roll back a lot of that to Mechanicsburg. Is 
there any movement under way to plan to do something with the 
balance ? 

Captain Parren. No, sir. Not at the present time. We did send 
some back to Mechanicsburg, but not too much. 

Mr. Warp. I know that big budgets have come in for ships parts 
and also your automotive parts are very hard to get. 1 would think 
there would be some sort of program to try to identify many of them. 

Captain Parren. Then again you are running into the personnel 
problem. Neither at Adak nor within the seventeenth district has 
either Navy or civilian personnel been available to do that job. 

Mr. Warp. Have you made recommendations concerning it ? 

Captain Parren. A number of times. The Navy Department is 
well aware of that problem. They know the parts are there, and a 
survey we just recently completed will reflect that condition again. 

Mr. Warp. Thank you very much. Captain Patten, this morning 
you mentioned that they considered in the Navy that SandA could 

1andle medical items because of the relatively simple matter of buying 
and issuing medical supplies. Does the Quartermaster feel the same 
way about that? 
































QUARTERMASTER ABLE TO HANDLE MEDICAL SUPPLIES 










Lieutenant Colonel Sraxus. I think in general I would agree with 
that statement with possibly one exception, leaving out the biologic: il 
drugs. That is technically a peculiar item to that service and possibly 
would follow the same pattern as in the Air Force. They have peculiar 
items for their service that possibly we would have had to have con- 
siderable training to do a good job. 
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Mr. Warp. You would, of course, need technical assistance. 
Lieutenant Colonel SiaKxus. That’s right. In that category in that 
program. 
MEDICAL SUPPLY FROM AIR FORCE 


Mr. Warp. That’s recognized of course. How about the Air Force? 
Are you contemplating setting up your own medical supply system 
to your knowledge? 

Colonel Gippens. No, sir. The medical items are one of the excepted 
items as far as we are concerned. 

Mr. Warp. There have been no agreements to your knowledge with 
respect to separation of that deal? 

Colonel Gippens. No, sir. None to my knowledge. 

Mr. Warp. That’s all I have, Mr. Bonner. 

Mr. Bonner. General, do you have any statement you would like to 
make before we close the hearing ¢ 

Lieutenant General Kerner. No,sir. I think the chief of staff made 
the statement this morning that the administrative matters and 
things of that sort and the operations of the logistics system are the 
responsibility of the departments themselves and that my position 
here as a unified commander is one of strategic and tactical significance 
and coordination to keep things in balance and make recommendations 
and that’s as far as I ean go until I get a different directive from the 
Joint Chiefs of Staff. 

Mr. Bonner. General Kepner and gentlemen of your staff, in behalf 
of this subcommittee I want to thank you each one personally and 
individually for the splendid cooperation you have given us. We come 
here as friends of the same agency that you are working for and our 
effort is to achieve, if possible, a better national defense at the most eco- 
nomical price. I want you all to know that we appreciated the kind- 
nesses, General, that you’ve shown us; also the attention and courtesies 
that each member of your staff has shown us. I thank you all. 

Lieutenant General Kepner. Mr. Chairman, I'd like to thank you 
for those very kind remarks, and I’d like to make that a matter of 
record that we enjoyed having you here. 

Mr. Bonner. The conference is adjourned. 
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Lt Col E B Skinner, JAGC (SJa) 28208 7 as m i =e 
Lt Col AG Reer, 3000 (ied 28208 Col RC Snyder, IG (IG) ane Lt Col S C Monroe, TC (CINFO) 
Affairs) 4 a — (>To) 
Maj WA B Addison, JAGC (Claims 35175 Lt Col H K Palmer, ook aes on Capt R G Mason, arty (P10) 
Ja) 4 weit G : . 
aj S Vitiz, JAGC (Asst SJA, Maj F E Terry, IG (Asst IG) 26170 Capt C A Kilbourne, Inf (Asst 
Sta Ladd aFB) 5 © ie mi G ~ ; \ 
Capt F H Anderson, JAGC (Mil 28290 iad 6.0 Gelnick, 30 Theee 2h <iek: Maj WR Padrick, Inf (I&s0) 
Justice) 
Capt JC Waller, Jr, JAGC (Legal 28290 
Off) 35175 
WOJG WL Barker, USA (Adm Asst) 28208 al 
Administrative Staffs and Services 
ADJUTANT GENERAL SPECIAL SERVICES OFFICER CHAPLAIN PROVOST MARSHA 
ARAGO ROOM 26 5-800 ARSPS 74-956 ARCHP T 5-953 ARPMO 
Lt Col J E Benoit, MPO (Provos 
= a Ch (Capt) 5 Hutchins, Jr, USA 33222 Marsha 
Col WE Vincent, AGC (AC) 22170 Maj J M Hartley, Il, aGc (C/SpS) 26212 (actg) 22185 Capt WT Connor, MPC (Asst 
Lt Col E E Johnson, aGC (Ex 0) 22170 35120 Provost 
Maj S J Chilk, aGC (C/Mil Pers) 21212 Maj W Cohen, ACC (Asst) 26212 G Cc 
Maj C @ Bradley, aGC (Ex O Mil 21212 ‘ 35120 od 8 Peon, ee 
Pers) Capt T J Purdy, Inf (asst) 26212 n, st 
Capt J E Mrks, aGC (OIC off) 21212 e - 35120 shail a: ial: on 
W Puller, AGC (OIC Enl) 25182 WOJG N J Still, USA (Entertain- 26212 
J R Maher, Jr, AGC (OIC C&A) 25280 ment Off) 35120 
M Thrapp, USA (C&a) 25280 
E Smith, AGC (OIC Rec Ewy 418 
Cen & Induc Sta) 
Lt Col WL Duchien, AGC (C/Misc) 22115 
Capt WR Cox, AGC (EXO Misc & 22115 
1/S Cont) 
let Lt P Goodman, AGC (Mail, Rec 22175 
‘ & Piles) 
Capt P J Shanley, AGC (Opn & Pub) 22177 
Capt N M Cestari, AGC (Print- Ewy 212 
ing Pl) 
Capt GO Grant, AGC (Rec Adm) 36112 
Lt Col G F Heinz, AGC (C/Postal) 3022) 
Maj AL Scott, AGC (Postal Fin) 42220 
Cépt F H Preble, AGC (Courier) 20229 
Capt W E Hinds, ACC (Courier) 20229 
Maj J P Richards, AGC (CO 99 MRU) 30170 
Capt GF Moore, ACC (Ex 0) 30170 
Capt F H Haren, ACC (Mach Unit) 42101 
24 Lt DC Kroening, AGC (anal 42101 
Sec) 
WOJG J R Shea, USA (Equip Stat) 42101 
Mr BF Zvolanek (C/Civ Pers) 28207 

















ei | 








ELMENDORF, ALASKA — Exuipitr 2 


AFF DIRECTORY 


/ OF | OCTOBER 195! 


RTERS, US ARMY, ALASKA 





COMMANDING GENERAL 









































































































































RCG ROOM 149 5-800 
Gen J # Cunningham, USA 26100 
, GR Davis, Jr, ADC 26100 
CHIEF OF STAFF 
RC/S ROOM i49 5-800 
EL Upson, GS 21215 I 
. HEADQUARTERS COMMANDANT 
SECRETARY GENERAL STAFF ARHQC ROOM {61 5-800 
RSGS ROOM 149 $-800 lst Lt S J Buckalew, USAF 22221 
| WP Meredith, GS zzi6 2d Lt J R Walklet, USAF (Asst) 22221 
General Staff 
: T l 
ASSISTANT CHIEF OF STAFF, G-3 ASSISTANT CHIEF OF STAFF, 6-4 
ARGSO ROOM 304 5-800 ARGSL ROOM tit 5-800 
Col GW Palmer, GS (Gu) 22113 
raed hs Niche, "0. (ep 03) ot Lt Col LM Stewart, GS (Dep Gs) 22113 
Lt Col C G Young, GS (C/P1 Br) 212, Lt Col R S Moore, GS (& 0) 22285 
Lt Col J A Cook, GS (P1) 22u, Lt Col C S Kuna, GS (C/Pl Br) 29174 
Lt Col BW Kent, GS (C/tng) salne Lt Col L P Marden, GS (Pl Br) 2917 
Lt Col J E Campbell, aS (Tg) 22274 Maj AF Moffitt, GS reed —— 29174 
2. 
— L ing ad en — Lt Col S M Castle, GS (C/Sup) 22173 
Lt'Col HG Haskell, GS'(C/Orgn) 2275 Lt Col J F Smith, GS Co = = 
Maj ¥ H Santoro, CS (Orgn) 2727 Maj P H Brandenburg, MSC (Sup Br) 22173 
Maj WJ Mullahy, GS (Oren) 27271 WOJG R J Driscoll, USA (Sup Br) 22173 
Capt DT Morgan, GS (Orgn) 27271 
Lt Col A L Baker, GS (C/Civ Comp) 20113 
Maj AG Gayne, GS (C/Adm) 20112 
Special Staff 
i i I | 
eee ee. 
NFORMATION SENIOR ARMY INSTRUCTOR ANTIAIRCRAFT OFFICER WEATHER OFFICER ' ALASKAN LIAISON OFFICE { 
Mi27 5-800 ORGANIZED RESERVE CORPS ARAAA T- 307 ARWEA T 2-072 l SEPE,PIER 39 BLOG!, ADMIN BLDG | 
an i ARRES 14-920 y i 
C (CINFO) 22116 22112 Col J B Carroll, arty 29100 Lt Col H J Avise, USAF 33186 t ' 
nf ¥ > , 
y (PIO) 226 Ls Gal 3 teheney, 2 20195 | Lt Col L E Bartley, ordc (LO) 133 | 
WOJG G W Weldon, USA (Asst) 2212 | ; 
. Inf (Asst PIO)22116 20195 | | 
if (1&wO) 28270 
! ' 
| 1 
ids sical Silk ike, ses iN ine ak aR Om aim aie ea etn d 
Health Matters Technical Staffs and Services 
MARSHAL SURGEON CHEMICAL OFFICER ENGINEER TRANSPORTATION OFFICER 
T5-955 ARSUR ROOM 9 5-800 ARCML T I-88! ARENG T4-923 ARTRO BLOG600,RMI28.FT RICH 
MPO (Provost 43275 ; “ Col J E Carroll, CE 2 " 6 
ny “hin one Lt Col RC Stoms, MC (Surgeon) 20278 Lt Col C W White, CmiC (Cml 0) 44202 = 4 ea’ S ays} od Col J W Higgins, Jr, TC (Tpn 0) FR 63 
Asst Capt ; dm ft 1) Maj W B York, CE (OIC Tech) 34221 1 eel r. 
: Frsrost warsin) apt J Lada, MSC (Adm Off) 23117 Capt J O Duncanson, CmIC (Asst) 44202 Capt HP Bu ’ , CE (ole Intell 34191 Lt Col EM — pine FR 89 
40JG R Straw, US 2311 Capt E E Monk, 202 Oper Col G 0 TC (Asst T 
id aos aay: SER eG PS REN SAE Shek) - Maj G E Johnson, CE (orc Supply) 34122 pee eee — adie 
‘i sst Maj M Burke, CE (OIC Adm & Mgt) 351%  f : . 
¢/c1D) Capt WT Emery, Jr, CE (Asst OIC 26273 Maj ML Beker, TC (C/ui po 7a ae 
Adm & Mgt) Maj WG Duemmel, TC (C/Plans) FR 65 
Maj J i Hobbs, TC (C/Mvts) FR 240 
Capt HG Jill, TC (C/Pass Unit) FR 224 
FR 238 
i Capt L E Norman, TC (C/Sup) FR 167 
r T ] Capt MS Spinello, TC (C/Freight FR 237 
Unit) 
let Lt NM Leek, TC (Plans). FA 65 
QUARTERMASTER SIGNAL OFFICER ORONANCE OFFICER ie ; ” 
ARQMC FT RICH ARSIG 74-929 ARORD 74-929 Seach tamper pital 
ted 60 ean, Ot sae Col R D McKinney, SigC (Sig0) 20110 Lt Col WS Blodgett, ordc (Ord 0) ua kr F L Gilman (C/Bud & Fis) FR 109 
‘ C O Hansen (C/ 7 
Maj GC Nest, QU (lee & Adm 0) FR 232 Maj J M Brizzard, SigC (Comm) 26185 Maj WH Sparrow, Ord (Bx 0) 35176 ur Hansen (C/Adm) FR 98 
Maj H L He $ 2 lst Lt C F Benson, TC (Br T 
Maj F B Huntley, QuC (Sup 0) FR 231 3 wre8, MR (uae? — Capt B Brown, OrdC (Maint 0) a E 0, Peete bae) iedenne 968 
lst Lt JH 4, S lst Lt GR Eley, TC (Asst B 
aj 7 L Montgomery, @QuC (Food FR 230 F Mappold, Sig? (Adamo) 35260} | Capt R J Caffrey, Ort ~~ Tpn 0, Fairbmke,als) Harvard 968 
ove) 24 Lt P L Johnson, AGC (xan 0) 34216 
35176 
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Items which would be available to the Air Force from Army and Nav 
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during the month of October 1951 
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y stocks 








Stock No. | recaisttbened Nomenclature 
eri | PRAM ck es Cabinet, map and plan, steel. __---- 
06-C-3435.........- | __..do_..........__| Chair, office, metal, swivel w/o arm - 
26-D-267....-.----- -) ee Desk. flat top single, steel_----. 
26-S- og . 1 each Diet. Safe, field. key lock - 
26-T-475 a i Table, steel, office, 60 by 34 inches. 
96-A—500.. ee rete See | 260 each oes laa folding, steel... ._-_-- 
96-C-2827 .......... 2 each. .....| Chest, ice storage, No. 4....-------- 
27-M-760_.....-.-- 100 each_.--------- Wenttress, CUR... <.ciseneoe ee aac 
2.) . ee OS a Chinaware.- F 
63-K-3000_-.....-.-- | 200 eack._.....%. Knife, table—shipping 1434. 
a. ....... eS, See ; me 
64-G-342.....-..--.| 1 each... bien Griddle, ¢: ist iron, 20 ‘by 30 inches_.--.--- 
64-T-316_..--------} do.......-2... 1 Toamer, heavyataty. ...-..- oe 
Te re Lake, | NDA Wold GIA AOS Biren cient wonnenueeudeus 
ES eee eS eee | Range, field pack B_...-.-.---.---------- 
21-R-310_- 480 feet. ive BAUR 2 nace no scnsnanns 


27-P-57 ey 
27- P- 570" 10_ 
27-C 


26-C-2526 
26-D-392____ aa 
26-B-1274_____- 

26—C-2526_ _ 
26-D-520. __ 
26-C-2862__ 
26-B-1290__- 
26-D-140 

26--C-2280 Rela 
2O-S~715.. ...<----08- 
26-C-120__ _ 
26-C-2290. - 





26-B- 1256 3 
26-B-42 ‘ 
26-C-2952 10_ é 
51-A-1945-10_ __ 
51-B-696 
51-C-1400_ 
51-C-1602_. 
51-C-1619__. 
§1-D-200 
51-I-156_____- 
§1-S-1399 
51-S-2039___ 
51-S 3336 
51-S-3600 
61-S-4739 
§1-S-5138___. 
§1-T—4360_ __ 
65-J-1555 
65-J-1740 
65-J- 
65-J 
65 J 
65-J- 202 
65-J-< 


63-S- 5055. 








| 
{ 


' 


i i 
882 each.._..-- 
2,087 each. ...... 
683 each.__......- 
1,132 each 
48 each 
6 each... 
132 each..-_.- 
——— 
22 each_- 
1 each 
5 each _. 
53 each. ___- 

400... 
5 each___- 
3 each .__. 
10 each... 
7 each... 
75 each__ 
13 each__ 
11 each 
2 each 

Go... 

109 each 
1,655 each - 
1 each 
106 gallons. . 
332 ounces 
3,852 cans... 
1,942 pounds___ 
938 pounds 
5 pounds ; 
217 gallons____- 
: .668 pounds 

512 


3. 225 
48 
12,095 
1, 000 
22 pe 
2 each 
3 each 
4 each 
6 each 
..do 
5 each 
4 each__ 
_.do. 
See 
ea ee eee 
ae 





11, 370 each........ | 


Comforter 


Comforter_.-_.---- 

Pillow 

Pillowcases 
/ (ee 

Desk, office ___---- 

Chest, ice storage. - , ; 

Desk, office_____- : ~oN ; 

Cabinet _-- , 

Chair, quarters, side___ 

Desk, office, 

Bureau, quarters 

Chair, quarters, side__- 

Bureau, quarters, metal 

Chiffonier, quarters_ - 

Bureau, quarters 

Desk, field, hes udquarters 

Chair, folding 

Cabinet, storage 

Cabinet, eard size, 3 by 5 

Chair, folding, tubular steel 

Cabinet, filing, steel, 4 by 1 dr 

Desk, quarters. - 

Brace, cot, folding, steel 

Band, cot, folding, steel 

Condensing unit, refrigerator 


Borax powder 


Compound, dishwashing 
Compound, sweeping - 
Detergent, spot 
Insecticide, DD’ Tr. 

Soap, laundry - 
Soda ash, powder. ____-- he 
Sodium metasilicate 
Sodium perborate 

Sour Laundry 

Starch, laundry--_-- 
Tannin, ink remover... 
Cleaner generator. ___-- 


wood, 42 by 32 inches_-_-- 


Elbow pressire #age-.........<..---...-- 
if 


Gasket filter cap 156 


Jet fuel flame valve 264....._____---.-__-- 


Jet metering valve 262 


Knot valve stem 135__...__..---_--- 


Mirror, panel fire unit. _._._----- 
Rivet stay _- 
Screw 
Screw 
Screw 


self-tapping_. 
self-tapping part 96____._. 
Screw set steel cup point 

Screw set steel hanger point 

Set conversion fire unit 

Unit, fire, converted, part 278 
Valve, air input part 119... .___. 


Valve fuel output nart 104....-.-..-- 


Valve, gasoline heaters 


Wrench part 206.........------ eats aes 
bcd ot eee 3 
Spoon, tabie Medi. ... ...-...5....-442- 


cap generator, part |. a a 








Avail- 
able 


On hand 








a et 


11, { 


12, 


1], 


— 
' 


0 
0 


0 
0 


90 


Em 
é86eseseu 


— 


SOrooomooewrhocoe#,ocooceococe|conwmnoocoooooooooocseocooesooocosocses]eoD 


4,91 
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REQUISITION 




















Due 
Our 








1-3-3+4-5 


























miieotemaninnen, ("oe om 














WD*3"% 445 <otnr 





(Tht form W.D., A. G. 0. Form No. 45,6 Augum 
1963, whieh will not be used after receipt of this revision.) 
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ELMENDORF, ALASKA—EXHIBIT 5 





ISSUE SLIP 





BASE OR STATION ACCOUNTABLE OFFICER 











ORGANIZATION OR UNIT 














TOTAL COST 



































AUTHORITY 





ISSUANCE OF QUANTITY IN “QUANTITY REQUESTED” COLUMN IS AUTHORIZED. ITEMS FOR THE COMMANDING OFFICER: 
pve) “DUE OUT” WILL BE ORDERED AND WHEN RECEIVED ORGANIZATION WILL 
NOTIFIED 





pare) (ORGANIZATION SUPPLY OFFICER) 





QUANTITIES SHOWN IN “ACTION” COLUMN HAVE BEEN RECEIVED: 





wath (POR THE BASE O® STATION ACCOUNTARLE OFFICER) 





QUANTITIES SHOWN IN “ACTION” COLUMN HAVE BEEN ISSUED: 





(AUTHORIZED REPRESENT ATIVED 








Te 


AGO FORM 1—S497S-2 eG. 8. Govenmncnt peunTins orrica 
+ 
DA Viens AAG — Batiticn oft atte 47 way be used, 
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ELMENDORF, ALASKA—HEXHIBIT 6 
































CI master SHEET NO oF 
J wterne OVERSEA REQUISITION waste 
[J STANDARD STOCK LIST ITEMS FOR PERIOO Day = MONTH WEAR 
C) ivems NOT ON STANDARD STOCK LIST 
To |DESCRIPTION OF SUPPLIES 
SHIP TO os INDICATOR mene, CLASS | REQ NO 
MARK FOR PRIORITY 
LINE REQUIS! .- rm pm 
(Tem | STOCK WO. NOMENCLATURE UNIT | TIONING REQUIRED 
HAND 'N SYM 
NO. IVE 



































' mr +a — R- 5222 





veanay 90 


This form is used by Army depot supply officer to requisition on Oversea Supply Division 
in zone of interior. 














sion 
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tr, 
LJ MASTER 
(J INTER 








STANDARD STOCK LIST (TEMS 
J \TEMS NOT _ON STANDARD STOCK LIST 


OVERSEA REQUISITION 


SHEET NO. OF 
oe SHEETS 
DAY MONTH YEAR 








FOR PERIOD 

















| DESCRIPTION OF SUPPLIES 
/ 
| 
Tsuip TO ‘= INDICATOR | SERVICE | cass | REQ NO 
| | | 
| MARK FOR j PRionitY 
| | 
} j 
| | 
! 
Tune | reowst | oy ee ~ 
lirem]| $TOCK WO NOMENCLATURE [UNIT |TIONING | i REQUIRED | 
|_ wo, | _jogvective | | 











| 





























I 
ame Oren 


Medical requisition: This form is used b 


Pre wean 88 


the medical supply depot to requisition, on 


ae supply division of the port of embarkation, for both Army and Air Force medical 
supply. 
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ELMENDORF, ALASKA—EXHIBIT 8 


HEADQUARTERS, THIRTY-NINTH SUPPLY GROUP, DEPOT, 
Elmendorf Air Force Base, Alaska, September 6, 1951. 
39SDA 400.3 
Subject: Excessive stockage by Air Force units. 
To: Commanding General, Thirty-ninth Air Depot Wing, Elmendorf Air Force 
Base, Alaska. 
It is requested in the interest of equitable distribution of Air Force spare parts 
and other supplies that all Air Force units based at Elmendorf Air Force Base 
be inspected as to excessive stockage of such supplies. The Supply Division is 
endeavoring to increase and maintain service stocks for the effective supply 
service of local units. It is suspected that local units have hoarded and main- 
tained excessive bench stocks of aircraft hardware, electrical supplies, aircraft 
spare parts, and other supplies common to Air Force units. The investigation 
will lend support to the Commanding General’s policy on supply discipline, as 
well as possibly correcting inequities in supply. 
RAYMOND V. SEAL, Jr., 
Captain, USAF, Adjutant 
(For the Commanding Officer ). 


ELMENDORF, ALASKA—EXHIBIT 9 


QM class and property: 
55. Textiles, clothing, knitted goods 
72. Boots, shoes, leather and rubber clothing 
73. Caps, hats, gloves, men and women’s furnishings 
74. Individual equipment (field) 








AF class 13-A: Line items 
AF class description of QM classes involved : AF and QM 
RORCIAT MRTORE CICUNINE on acct eec on cac skeen oe 547 
i a et | a rece a PR Sees 54 
TT ee ees SEO eed 413 

Tai ORS EN ore eee iate 4 

cee WME cc RE SR ean oe EE OFERTAS 31 

i; MOG DHONI on ea ee hee 45 

5 | a: Leen ae ele ee oe Sen ET nen meng ener | 


AF class 13-B: 








REOROTRT TIGRE NINN Ss a 5 ee ee ecwaa 3, 905 
ME CinBR 27. ny, BOCES SURRUIINE. oso wa Se ec ee 198 

pena 58 a OT CORRE CADENA APA EE SETI A IA TREE SITES a 2, 389 

A ig RG a Secrescnctecriptccerpeecenpe eta aaa a ia on oes peters a 508 

Wis i Soleo Sere atte net bean a eee 54 

NO Uthat oe oe ee oe 696 

| Separated ae Gree eer ieee a a aioe eee Tee eae seer 12 
a i a a rea 48 

FN i a aaa cae Ta es i cen ca one mee 6 





AF class 13-C: 








Personal equipage___------- i eee a a er es Se a 282 
et lal lek es oe 18 

OE aE a Se OS Se ae eee ee remem ee 193 

ti | ER eeenenpneee wi Sper oes el a ese at ig oe Senki at atc rh - ear peipes 


AF class 13-D: 





NN ae eo en i eli ealelinie iene a 2, 278 
Ol ORR I oe oh here aammnss cence eae 40 
© 5 A ee dna ee ee ee Ee a See ae See ETE 2. Zot 














orce 


arts 
ase 
n is 
ply 
Ain- 
raft 
tion 


ems 


547 


905 
198 
389 
508 

54 
696 
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ELMENDORF, ALASKA—EXHIBIT 10 


Tonnage received and shipped, Alaska General Depot, September 1950-August 


















































1951 
Signal Chemical | Ordnance Medical | Quartermaster oy “ahee 
| % nec | j | 
Re- |Ship-} Re- |Ship-} Re- | Ship- | Re- iShip- Re- Ship- Re- | Ship- 
ceived) ped ceived| ped jceived) ped ceived) ped | ceived | ped ceived) ped 
i 
September... .--.-.- 741 214 21 26 759 |} 1, 288 7 48 | 10,733 | 31,739 101 | 130 
a” ee ee 95 72 15 1) | 1,920 |} 7,971 75 48 6,751 | 26,913 89; 591 
November-----.-.--- 86 146 66 224 | 1,566 | 5,084 119 7 | 42,409 | 29,438 1 42 
December... ..---- 110 76 0 | 21 | 1,567 | 3,481 7 36 | 17,961 | 17, 867 476 | 595 
Janes + bis~4<-' 183 174 216 | 7 | 3,677 | 3,178 60 98 | 27,252 | 42,978 | 5,031 | 5,08) 
February.....-----| 236 101 97; 89 | 7,2 11, 688 2 41 | 21,713 | 29,551 |'4,414 |'4, 305 
Mant. cues. eos. 241 206 } 104 | 92 | 7,844 | 9,390 20 68 | 45,351 | 45,730 |'2,462 |'3, 860 
AUN a ndcntnns<<h 289 161 | 6 | 64 | 5,510 | 4,474 53 38 | 40,195 | 24, 499 117 | 1383 
MAG viens cageabuee | 538 264 | 3 | 58 | 7,083 | 4,420 39 48 | 52, 548 31, 156 33} 508 
JUDG ioceuds Peenean | 136 552 | 3 | 29 | 5,325 | 2,577 57 34 | 26,820 | 40,430 154 | 81 
JON Sibicn tw cband > Bee 104 150 | 92 | 6,996 | 1, 561 90 41 | 40,063 | 27,072 563 | 349 
AUQUM. bc cesaeet  3ER > 3OT 4 ~ S7 26 | 2,337 | 2,120 106 102 | 46,116 | 53,171 | 36 | 41 
t | | | 1 | 














1 Closing of subdepot at Fort Greely. 
ELMENDORF, ALASKA—EXHIBIT 11 


ALASKA GENERAL Depot, 
October 23, 1951. 
To: Colonel Lewis (GDCOM). 
From: GDCMO. 
Subject: Number of line items carried by supply sections. 


Number of stock record cards active 
Quartermaster : 





a Le eee a i 1, 450 
TER an GR i ces a a a ae a 17, 700 
(2 din y ol Seen aoe aad sagt as Wey b na, pey aael Be er Oi, RO SY EO OO Eee eae 6S EL 300 
cio) EE ae ee ee et ee So eS ey Se ee __19, 450 
Ordnance: a ¥ 
General and major items.................. eA ee ae ee 47, 000 
Bo a SE OE ae Rep eee ee eA ge ee ee ee 500 
ie A SS SC a EE a ee eee ee ee ee ee 47, 500 
wt Se BS eee aE Se eh Pe ee ee ee Se ed ee gee ee See ee ee =e __ 28, 000 
se feo ee gee ean ep ovat Se le a oo pe a aOR BED ‘ 3, 000 
SL ee ee ae ee ee ee ee ee ee ee eee eee eae 1, 000 
oth BUC a) 00 a Pe een ee Ee ee Be ee ee ee ere? le 1, 500 
ee ee EE a ange pee EO eS eT Re RE puss es ee 2, 000 

cil RAGES Bee Ee Pd BR ee aes ae ee LO ee ee ee ee Ce 7, 500 

1 eae aent enirin-eneg 2 foresee nt Ob iterts ANS, Stee en eae PTO) ~ 14, 000 
COTE Hae. 2a ie Be Se ee ae SE Be RPI TESS Oa nal Mv Me. nee PR ag nt 5, 000 
ART ene ee et eg ee CO ey LPF RET 17, 000 
cis it RR Ske SM Rea chee Bot CURE e Pee soe Se ae ey ee 138. 450 


ELMENbDORF, ALASKA—EXHIBIT 12 





The annual inventory, Air Force Depot, $37,000,000. 

Nate of issue of administrative supplies per annum, $220,000 ($45,000 local pur- 
chase items, $175,000 central procured items. 

Turn-over of stocks in the depot of aeronautical items is one and one-half per 
annum, 

Items 


a ie thenenn Shatter EB SERRE Ti ON Ce cs 
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| Ove.ovtT 


OUE.IN 


aes | excess | NORMAL | RE-ORDER | 


PROP @ CLASS 


CESCRIPTION (MAJOR NOUN) 





sTocK NO 
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IELMENDORF, ALASKA—EXHIBIT 18 
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FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


WEDNESDAY, OCTOBER 24, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE ExecutTivE DEPARTMENTS, 
Adak, Alaska. 

The subcommittee met Wednesday morning, October 24, 1951, at 
the United States Naval Station, Adak, Alaska, Hon. Herbert C. 
Bonner, chairman of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman, 
Charles B. Brownson, W. J. Bryan Dorn, Bill Lantaff, George Meader, 
and Cecil M. Harden. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; 
John Elliott, State Department escort officer; and Brig. Gen. Clarence 
C. Fenn, Department of the Army escort. 

The United States Naval Station, Adak, Alaska, was represented 
by the following: Capt. Jay S. Anderson, USN, commanding officer ; 
Commander Hugh B. Jenkins, USNR, executive officer; Commander 
A. C. Husband, CEC, USN, officer in charge of contract ; Commander 
R. A. Davidson, CEC, USN, public works officer; Commander W. J. 
Stuessi, SC, USN, supply and fiscal officer; Lt. Col. M. F. Killian, 
USAF, coordinator, Air Force activities; Lt. Comdr. R. L. Jennings, 
USN, ship repair officer; Maj. F. D. Ellis, USAF, commanding officer 
Tenth Rescue; WOJG W. H. Simmons, USA, Alaskan Communica- 
tion System; Maj. Ben L. Hoover, provost marshal, USMC; and Lt. 
G. E. Humphries, USN, assistant executive officer. 

Mr. Bonner. I will briefly outline the mission of this subcommittee. 
The Committee on Expenditures in the Executive Departments has 
authorized this subcommittee to make a survey in order to observe the 
expenditures of money for military supply to the Armed Forces. The 
Congress and the committee have become aware that there are substan- 
tial amounts of surplus, salvage, and scrap material in various parts of 
the world under United States jurisdiction which are available to 
United States use. We are interested in seeing that this property is 
utilized to the maximum extent in order not to hamper our industrial 
production lines. The subcommittee is also interested in the history 
cf the dispositions of this material in order that the Congress may 

Norr.—Asterisks denote classified material deleted for security reasons. 
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benefit in devising remedial legislation for future dispositions which, 
will come about through normal generations in the usage of material. 
For example, it is my understanding that in relation to. property held 
on this installation a naval team a short time ago visited this area. 
The subcommittee desires that a copy of the report of this team be 
made available to it for study. 


STATEMENT OF CAPT. JAY S. ANDERSON, UNITED STATES NAVY, 
COMMANDING OFFICER, ADAK, ALASKA 


Captain AnpErson. I am very happy to welcome the membership of 
the subcommittee and the staff to this installation. I have only re- 
cently been placed in charge at this activity. By way of a description 
of mission I should like to state that in 1943, this station was part 
of a proposed large military establishment built for the Navy and the 
Air Force. With the termination of World War II the naval activity 
on Adak was the Davis Air Force Base. During this period, also, 
the Navy maintained a naval operating base; both of these activities. 
however, were under the supervisory military control of the Depart- 
ment of the Air Force. In July 1950, the United States Navy assumed 


MISSION OF NAVAL STATION AT ADAK 


control of this activity on Adak. The mission of the naval station 
at Adak is to provide essential support to all aircraft operating in the 
area, including transient aircraft, search and rescue aircraft; logistic 
support for Army and Air Force installations on Adak and Shemya; 
a fuel depot at Attu; a security detachment at Dutch Harbor, Alaska. 
The Adak command is also responsible for the air-sea rescue in the 
area from the mainland of Alaska to a point approximately halfway 
between Adak and Japan. In this connection the Adak command 
has on board a detachment of Air Force B-17’s, three fleet tugs, and 
several in-service craft. The wartime mission would be to support 
two fleet patrol squadrons and furnish limited repair and service 
facilities. 

Lieutenant Colonel Kitiian. The Air Force unit at Adak totaled 
450 Air Force personnel, including four Air Force units: (1) Alaskan 
Airways Communication Service provides services to aircraft between 
the mainland and Tokyo; (2) Air Force Tenth Rescue Detachment 
provides B-17's for search and rescue missions: (3) a small supply 
group; (4) a security group. 

Commander Hussanp. Described construction both on Adak and 
at Shemya, illustrating the various areas on Adak by chart. * * * 

Mr. Bonner. Some mention was made of the Finger Bay area. 


EXCESS MACHINERY AND TOOLS AT FINGER BAY 


Lieutenant Commander Jennincs. Finger Bay was inactivated in 
September 1950. The equipment at that facility and the complement 
of men attached were moved to Sweeper Cove and the remaining ma- 
chinery was left in the shops at Finger Bay. This equipment includes 
lathes, and machines of various description. The equipment has been 
preserved and we are now in the process of represerving it. I under- 
stand that the subcommittee is interested in making a visit to this area 
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Mr. Bonner. Has any of this material been moved away from 
the base ¢ 

Lieutenant Commander Jenninos. No, sir. 

Mr. Bonner. Is any of this equipment or material being utilized 
on the base ¢ 

Lieutenant Commander JenninGs. We are using as much of the 
machinery as required. 

Mr. Bonner. Could you approximate the value of the tools and the 
machinery at Finger Bay ? 

Lieutenant Commander Jennines. I do not know the exact value 
but I would estimate it at one-quarter million dollars. 

Mr. Bonner. Is there any inventory of this equipment and material 
available ? 

Lieutenant Commander Jennines. Yes, sir. We do have such an 
inventory. 

Mr. Bonner. Is that inventory to which vou refer itemized to show 
total value? 

Lieutenant Commander JeNNiNGs. Iam sorry,sir. It does not. It 
merely contains a description and the number of tools in the inventory. 

Mr. Bonner. Has any of the equipment or material been declared 
excess or surplus 4 

Lieutenant Commander JENNiNGs. Within the last month this 
equipment and material has been declared excess to the needs of the 
station. 

Mr. Bonner. Has this material or equipment been declared to the 
Munitions Board reserve? 

Lieutenant Commander JeNNriNGs. I am not sure but I don’t be- 
lieve so. 

Mr. Bonner. What current plans are there in process for this ma- 
terial, tools, and equipment ? 

Lieutenant Commander JeNNtiNes. Current plans call for keeping 
the equipment here; however, if directed by the Bureau of Ships we 
would ship it to the designation designed. 

Captain ANDERSON. An inventor Vv of all equipment at Finger Bay 
has been completed and forwarded to the Bureau of Ships, Navy De- 
partment, and I understand that they are at present engaged in screen- 
ing this list. 

Mr. Bonner. Is this material, equipment, and so forth, excess to the 
Navy requirements / 

Lieutenant Commander JeNNrNGs. Sir, it is excess to the needs of 
the station. 

Mr. Bonner. Has there ever been a naval survey made of this sur- 
plus property ? 

Captain ANpERSoN. A survey was concluded approximately 10 days 
ago. This survey extended over a 6-week period. This survey team 
consisted of a special board of Navy Department representatives. A 
list of the material surveyed is now in preparation at Kodiak naval 
activity. 

Mr. Bonner. Were any of the copies of this survey list left in the 
files of this naval station? 

Captain Anperson. No, sir. 

Commander Srvessi. The survey was actually a scrap metal survey. 
In the course of the survey, which included representatives of the Sev- 
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enteenth Naval District and two representatives from the Bureau of 
Supplies and Accounts, Navy Department, Washington, it was re- 
vealed that quite a tonnage of the scrap was really salvage. However, 
a list of that survey was not distributed. 

Mr. Lanrarr. When was the survey made ? 

Commander Srvessi. It was completed, sir, about 10 days ago. 

This survey not only included Adak bi * the other islands of the 
Aleutian chain. 

Mr. Brownson. How much tonnage was discovered ? 

Commander Srvgsst. It was initially stated prior to the survey that 
probably some 40,000 tons existed in the Aleutians; but in the course 
of questioning the survey team during their visit, no member of the 
survey team had any knowledge of who offered that figure. 

Mr. Brownson. How much scrap is there on the island beside the 
tools at Finger Bay? 


SCRAP SITUATION ON ADAK 


Commander Srvrsst. Of course, you realize, Congressman, that the 
tools at Finger Bay are not scrap but there is approximately 1,600 
tons of scrap on the island. 

Mr. Brownson. Is it ferrous or nonferrous metal? 

Commander Srvesst. It is ferrous; most of it is the Marston mat- 
tings on the old abandoned Mitchell Field. 

Mr. Brownson. Has any attempt ever been made to have civilian 
scrap people from the trade come in to make an estimate? 

Commander Srvessi. Although it was a naval survey, Congressman, 
the recent team included scrap dealers; in fact, there were four com- 
mercial scrap companies represented. 

Mr. Bonner. Are there any airplane parts or automobile parts on 
the island not in use? 

Commander Srugssi. No, sir; there are no airplane parts. How- 
ever, the site survey recently made a recommendation that a certain 
quantity of unidentified automobile parts at this activity be placed 
back in the supply system through the supply office, Bureau of Yards 
and Docks, at Port Hueneme, Calif. 

Mr. Bonner. Are there any ship parts or spares not being used ? 

Commander Srvesst. I might say, Congressman, that Finger Bay 
is composed of two major elements: the old ship repair unit and the 
ships’ parts distribution center. There were sizable stocks of ship 
parts at Finger Bay. In early 1950 the survey was made of the stock 
and an approved recommendation by the Navy Department, Washing- 
ton, D. C., ordered us to stockage for future needs of the Navy the 
stocks at Finger Bay. There was no need for the parts for many 
reasons; you, of course, recognize that it was prior to the Korean 
conflict and there was not a pressing need for these items. In addition 
to this these parts were quite some distance from the ships’ parts con- 
trol center, Mechanicsburg, Pa. The present plan is that the Navy 
will need and use this material. 

Mr. Bonner. Are these parts of which you speak identified ? 

Commander Srursst. The spare parts distribution center had their 
own office and very few records were existing because the spare parts 
distribution center had been destroyed by fire after the close of the 
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war. However, Mechanicsburg has recently furnished a complete list 
of the stocks. Iam happy to state that, for the most part, the material 
under discussion is well preserved, plainly marked, and identified. 

Mr. Meaper. In this material, is there quite a lot of brass and 
copper fitting ? 

Commander Srurssi. Yes, sir. 

Mr. Bonner. Does Lieutenant Commander Jennings have the total 
number of machines at Finger Bay ? 

Lieutenant Commander JeEnNtNGs. I don’t have the total number, 
but I do have a description of the material. 

Mr. Bonner. Could you give the subcommittee a rough idea of the 
total number of pieces ? 

Lieutenant Commander JENNINGS. I would say that it was better 
than 100 pieces of assorted large equipment. 

Captain Anprrson. It has been the policy of this activity to pre- 
serve all these tools and equipment for mobilization requirements. 
Until the Korean situation occurred the need for them was not critical. 
However, that need has become more urgent now. 

Mr. Bonner. I see that the subcommittee has no further questions. 
We will, therefore, at this point recess for an inspection survey of the 
Finger Bay area. I have made up a number of teams from the sub- 
committee membership. Each will be accompanied by a staff member ; 
and Captain Anderson, I would appreciate it if you would arrange 
to have an officer accompany each of our subcommittee groups. 

Captain Anperson. That will be done, Mr. Chairman. 

Mr. Bonner. On behalf of the subcommittee of the House Com- 
mittee on Expenditures in the Executive Departments, I wish to thank 
you and your staff for their excellent cooperation in receiving us and 
bringing these matters to our attention. The conference will stand 
adjourned. 

ADAK, ALASKA—EXHIBIT 1 
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SATURDAY, OCTOBER 27, 1951 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Tokyo, Japan. 

The subcommittee met Saturday, October 27, 1951, at 1:15 p. m., 
in the general staff conference room, Headquarters, Japan Logistical 
Command, Tokyo, Japan, Hon. Herbert C. Bonner, chairman of the 
subcommittee, presiding. 

Members of Congress present : Herbert C. Bonner, chairman, Harold 
Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, Charles 
B. Brownson, and George Meader. 

Also present: Congressman John F. Kennedy of Massachusetts. 

Staff representatives present: Christine Ray Davis, chief clerk, 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget ; 
John Elliott, State Department escort officer; and Brig. Gen. Clarence 
C. Fenn, Department of the Army escort. 

Japan Logistical Command representatives: Maj. Gen. Walter L. 
Weible, Brig. Gen. F. W. Farrell, Brig. Gen. G. K. Heiss, Brig. Gen. 
James G. Devine, Col. Joseph P. Donnovin, Col. F. R. Wunderlich, 
Col. Raymond R. Tourtillott, Col. Maylon E. Scott, Col. Paul L. Neal, 
Col. Edward H. Coe, Col. J. T. Dalbey, Col. William L. Kay, Col. Clay- 
ton H. Studebaker, Col. John H. Kochevar, Col. Harold FE. Sanford, 
Col. Elmer J. Collins, Col. Herbert W. Mansfield, Col. Floyd E. Eller, 
Col. Henry M. Spengler, Col. John K. Miller, Lt. "Col. Walter A. Baer, 
Lt. Col. John V. Rathbone, Lt. Col. Donald L. Sallee, Lt. Col. Paul L. 
McPherran, Lt. Col. Harley L. Moore, Jr., Lt. Col. Carroll T. Newton, 
Lt. Col. Everett L. Cormier, Lt. Col. Wilton L. Sanders, Lt. Col. Nor- 
man H. Gold, Lt. Col, Melvin M. Kernan, Lt. Col. James R. Howton, 
Lt. Col. Ben H. Ward, Lt. Col. William R. Kirchner, Lt. Col. Charles 
QO. Lawes, Lt. Col. Hal P. Anderson, Maj. Helen F. Brecht, Capt. 
Frank W. Scott, Capt. Charles W. Anderson, Capt. Kyran M. Murphy 
111, Mr. Charles S. Jamison. 

General Headquarters, Far East Command Representatives: Maj. 
Gen. G. L. Eberle, and Lt. Col. A. N. Nelson. 

Far East Air Force representative: Brig. Gen. Darr H. Alkire. 
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STATEMENT OF MAJ. GEN. WALTER L. WEIBLE, JAPAN LOGISTICAL 
COMMAND 


_ Major General Weise. Mr. Bonner and members of your congres- 
sional committee, may I extend our official welcome at this particular 
time and say that we are very happy to have you with us and hope that 
your trip will be most informative. 

This briefing that you are about to hear would normally be given 
before you saw any of our operations in the field, but the procedure 
is modified slightly today. We will try to make up for it. 

This command was born approximately a year ago under the stress 
of the Korean operation and much of what we have done has been 
under rather adverse circumstances. We have tried to improve as 
we went along. We are not 100 percent yet, but that is our goal and 
we are working toward it. 

This next gentleman, Colonel Kochevar, will give you the details of 
what we are doing and how we are doing it. 


STATEMENT OF COL. JOHN H. KOCHEVAR, JAPAN LOGISTICAL 
COMMAND 


ORGANIZATION, MISSION, GENERAL RESPONSIBILITIES AND OPERATION 


Col. Joun H. Kocuevar. I will outline the mission, organization 
and general operations of Japan Logistical Command. 

Our facilities are strategically located throughout the islands of 
Japan. 

We have the following missions: Our primary mission being, pro- 
viding logistic support for the Army, Air Force, U. N., and ROK 
forces operating in Korea and Japan; and exercising occupational 
responsibilities and planning, as may be directed; and provide ground 
defense of Japan as may be ordered. 

Placing a map of Japan along the eastern seaboard of the United 
States, will give you a good idea as to the exact amount of territory 
we cover. In other words, we extend from Boston to Miami. 

Under Japan Logistical Command, we have the Northern, Central, 
and Southwestern Commands, * * * area commands perform the 
same functions as the Army areas in the United States. To facilitate 
support, control, and administration, each area command is divided 
into several regional camps. Satellited on the regional camps are the 
sub¢amps and installations. At this time, I would like to point out 
that our major logistical activities such as the ports, depots, and rail- 
roads are operated directly from this headquarters, 

This chart shows the area of responsibility of the Northern Com- 
mand, the Central Command, and the Southwestern Command [dem- 
onstrates]. The red does show the distribution of our camps, and the 
green show the distribution of our various facilities. * * * Inthe 
Southwestern Command, we are responsible for the ground defense, 
quelling any major civilian disturbance, and relief in case of disaster, 
and protection and security of the occupation forces and the military 
installations. In the event of a major emergency, we are responsible 
for the evacuation of all the dependents from Japan, including Army, 
Navy, Air Force, and civilians, amounting to over * * * persons. 

At each one of our major camps, we have a station complement to 
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provide the necessary support for the tacti ral or service units stationed 
thereat. This is the general organization of a type station comple- 
ment to support a regimental combat team. This unit performs all 
the housekeeping duties, thereby allowing the troops to concentrate 
on operation and training. In the event that the unit is moved from 
this station, the station complement remains and continues the duties 
of maintenance, security, and care of the dependents. 

At present, we only have service-type units under our direct con- 
trol. Therefore, to meet our security obligations, all of our service 
units, in general, have been provisionally organized and supplement- 
ally trained as Infantry. We operate three main schools for the train- 
ing of specialists throughout the Far East. The Eta Jima Specialist 
School, with an annual capacity of 25,000 students. Our medical 
school, with an annual capacity of over 3,000 students. ‘The chemical 
school, with an annual capacity of over 15,000 students. Ninety-three 
percent of the graduates of these three schools go directly to Korea, 
Other smaller schools are operated directly by units of this command 
for the training of their own personnel. 

In order to stay within our troop ceiling, we have resorted to the 
use of table of distribution units in fien of table of organization units, 
wherever we can make a saving in military personnel. Now, a table 
of organization unit is a standard grouping of military personnel, 
formed in accordance with the directives of the Department of the 
Army, such as a division, transportation truck company, or a Signal 
Service company. A table of distribution unit is formed for a specific 
mission, and, organized in accordance with the wishes of the local 
command. Now, in a table of organization unit, you have a certain 
percentage of the supervisors and basic soldiers. In our table of dis- 
tribution units, we place military personnel in the most important 
supervisory spaces, and then fill in the rest with indigenous personnel. 
This not only saves military personnel but money as well. 

This chart. compares the strength of a table of organization Ord- 
hance ammunition company and one of our table of distribution am- 
munition units. * * * 

Major General Werptr. Would you point out what the difference 
really is. 

Colonel Kocnrvar. One place, you see, has 256 American military 
personnel, and in the other place, we only have 29. 

Mr. Dononvr. What do EM and IND represent ? 

Colonel Kocurvar. EM is enlisted men, and IND is indigenous. 

Since the Korean war started, we have been instrumental in the 
moving, processing, and/or equipping over 900 units in the Far East 
Command. They have varied from a vet food detachment of three 
men to units of division size. 

I will be followed by Colonel Spengler, who will present the logis- 
tical functions of the command. Ap 


STATEMENT OF COL. HENRY M. SPENGLER, JAPAN LOGISTICAL 
COMMAND 
G—4 LOGISTICAL MATTERS AS THEY REFLECT MANPOWER REQUIREMENTS 


Colonel Spencer. I will present the orientation from the G—4 view- 
point along the lines of the four main phases of logistics, namely, sup- 
ply, evacuation and hospitalization, transportation, and service. 
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From the supply standpoint, it is interesting to note that our tech- 
nical service depots stock approximately 600,000 different items as 
compared to 20,000 items aed by Sears, Roebuck & Co. 

It also must be realized that for each United Nation force soldier 
in Korea * * * which must be shipped to Korea either by ship 
or byair. This large amount of tonnage has to be stored in our depots 
here in Japan. 

We have * * * depots, not counting our petroleum terminals or 
ummunition depots. These * * * depots are located * * *, 
with branch depots. We have * * * ammunition depots scattered 
throughout the three major islands of Japan, so as to provide an ade- 
quate amount of dispersion for this critical type of supply. That is 
why we have many types of other depots, to give us adequate 
dispersion. 

The Second Logistical Command depots are located in Pusan. We 
have no operational control of those depots, but we fill their requisi- 
tions. The requisitioning system within the theater is as follows: The 
Second Logistical Command is the requisitioning agency for Eighth 
Army. They place their requisitions to us, JLC, and then we either 
fill the requisitions from what we have in our depots, from the roll-up 
stock, or by requesting and receiving emergency shipments from the 
zone of interior. 

The next series of charts will give you some idea of the workload 
of our technical services. 


LARGEST ENGINEER DEPOT IN WORLD 


This chart has to do with the engineers. We have the largest engi- 
neer depot in the world. In addition to sending supplies and equip- 
ment to Korea and for use here in Japan, it conducts an engineer equip- 
ment rebuild program similar to the programs which you saw for the 
technical services this morning. As an example of the large phase or 
scale of the rebuild program, here we show air compressors. Of the 
500 air compressors shipped to Korea, 54 percent were rebuilt in 
Japan. Of the 845 cranes, 51 percent had been rebuilt in Japan. Of 
the road graders, 61 percent were rebuilt. 

Here is another chart, which gives you an idea of the engineering 
industrial workload. In May of 1950 there were about 300 items being 
rebuilt per month by YED. Now, the rebuild program, as far as 
the production scale is concerned is over 1,200 items rebuilt each month. 

The personnel to take care of ‘this activity has increased. How- 
ever, the increase has been in indigenous personnel. Here, in May of 
1950, we employed 5,400 indigenous personnel. At the present time, 
the indigenous personnel is over 11,600. The important thing to re- 
member is that the military and DAC supervisory personnel for this 
activity have remained approximately 500. 

Mr. Bonner. Tell me, what is the difference in labor cost in the 
United States and for indigenous personnel ? 


COST OF INDIGENOUS LABOR 


Major General Werisie. Our average labor cost for indigenous per- 
sonnel runs about $600 per year. That is the approximate cost. 
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Colonel SpencLerR. Quartermaster activity is shown on this chart. 
This shows the workload of our quartermaster depots. Again, like 
the engineers, the workload has varied through the months, so that 
now, at the present time, the workload is about two and a half times 
that of the load in June of 1950. Here again, the personnel operating 
the depots has increased. As you can see, it has been in Sa 
personnel, The strength has gone from 5,200 to 6,800. Our military 
personnel engaged in quartermaster operations has decreased. It has 
gone from 1,800 to 1,400, a decrease of about 27 percent. The excess 
quartermaster personnel were sent to Korea to work in quartermaster 
units there. 

The next two charts portray Ordnance activities. For the past 6 
months, as shown here, the Ordnance depots have handled about * * * 
For this workload, Ordnance is using the following number of per- 
sonnel: From April to October 1950, Ordnance used 41,800 Japanese 
nationals. These indigenous employees are supervised by the military, 
roughly 2,700, and Department of the Army civilian strength, about 
485. Once more, you see, the maximum use we make here of the Japa- 
nese nationals. 

In the summary of the supply phase, I would like to state that never 
have the tactical operations of Eighth Army been adversely affected 
by the lack of supply support provided by this command. From time 
to time, certain items have gotten into critical status. However, we 
have met these demands for critical items by using roll-up stock, by 
making substitutions, and by requesting and receiving emergency air 
shipments from the zone of interior. 


EVACUATION AND HOSPITALIZATION 


The next phase is evacuation and hospitalization. This chart shows 
the flow of the Army personnel into our Japan Logistical Command 
hospitals during the period of July 1, 1950, until October 17, 1951. 
Here, you see the reasons for getting into the hospitals and where the 
admissions came from. I would like to call your attention to this line 
of blue figures, which is the total. You can see, that we have a total 
of 107,000 patients that have been admitted into our hospitals. Out 
of that, 76,000 have been returned to duty, 24,000 have been evacuated 
to the zone of interior, 243 have died, and the difference represents 
patients still in the hospital. Of this figure, 24,000, approximately 
96 percent, are evacuated by air. You can see the value and great 
use we make of the air evacuation. 

The hospitals to take care of these patients are shown in general 
on this chart. You will notice that there are really two main hospital] 
centers, one located in the Tokyo-Yokohama area, and the other in 
the Kobe-Osaka area. To these two areas, the majority of patients 
are evacuated by air from Korea. 

Those patients that are further sent back to the zone of interior 
leave from the same areas, so, as you see, the travel of the military 
casualties within Japan has been cut down to the minimum. As 
far as the workload is concerned, the patient workload has increased 
five and a half times, and the military strength to take care of the 
patients has increased two and a half times. 
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TRANSPORTATION 


Under transportation, it is interesting to note the great use made 
here in Japan of rail, water, and air transport as compared to motor 
transport. During the European phase of World War I], it was 
realized that if supplies were to be moved for a distance less than 
50 miles, it was most economical to use trucks. We haven’t disproved 
this lesson. It is still most economical; however, the road conditions 
in Japan are such that rail is used even for minor movements. 

Let us examine the transportation workloads. Here, we have the 
comparison of the strength and workloads of our Army ports in 
Japan. The workload is shown in bright red [referring to chart]. 
You willnote,in * * *. The workload for our ports has increased 
about a thousand percent. 

The military personnel supervising these activities have remained, 
as far as the number is concerned, pretty much the same. Actually, 
there has been an increase of about 15 percent. 

The thing I would like to point out, the railroads in Japan are 
operated by the Japanese Government, with American military per- 
sonnel supervising the operations. However, as an example for work- 
load, you will note that in May of 1950, 133,000 short tons were moved 
by rail within Japan as compared to over 400,000 in August 1950. 
The supervisory personnel has been reduced, you will note, from 350 
to 264. We use about 9,600 motor vehicles here in Japan for admin- 
istrative purposes, such as depot hauling, and post, camp, and sta- 
tion use. At the present time the 9,600 vehicles are being operated 
by 17,000 indigenous personnel supervised by 800 Americans. If we 
took this same number of vehicles, 9,600 and organized them into 
transportation truck companies, we would need about 200 truck com- 
panies, which would require about 25,000 American military personnel 
to operate the same number of vehicles which we are doing now with 
800. 

SERVICE OPERATIONS 


Service, which is the fourth phase of logistics, from a G4 stand- 
point, means signal communications, engineer maintenance, engineer 
repair and utilities operations, and all the other logistic items which 
do not fit under the headings of supply, evacuation and hospitaliza- 
tion, and transportation. 

As an example of the signal communications, we are responsible 
for the supervision of the communications system within Japan and to 
Korea. This is the same as having the supervisory function of the 
telephone system which extends from Boston to Miami. In this 
system, are used 65,000 telephones, 130,000 circuit miles of lines. To 
operate this system with American personnel would require approxi- 
mately 6,500 men and women. By supervising the Japanese Ministry 
of Telecommunication, we are doing the job with only 1,500 American 
personnel. 

The Signal Section here has placed under contract the repair of 
about $20,000,000 worth of roll-up equipment. This equipment is 
being repaired by the Japanese contractors at the cost of about $1,- 
600,000, with the use of only 40 Americans as technicians and inspec- 
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tors and supervisors. Here again, if we were doing the job with 
American personnel, it would cost about three and a half times as 
much, and we would require about 1,000 Americans as against our 
present 40. 

Engineering repair and utilities, including real estate, here in 
Japan is one of the engineers’ largest workloads. Actually, it amounts 
to one-third of our occupational budget. As you can see, this city- 
manager business cares for buildings with a total floor space of 90,- 
000,000 square feet. We use 43,000,000 gallons of water a day, enough 
for the city of Newark, N. J., and the electricity used in the home 
consumption for the city of Trenton, N. J. To perform this activity, 
the engineers use approximately 30,000 Japanese or indigenous per- 
sonnel, supervised by approximately 2,600 Americans. The cost of 
the operation is $48,000,000, not including the rent. 

Mr. Dononve. What do you mean “not including rent”? 

Colonel Cor. The cost includes the repairs and utilities and pre- 
ventive maintenance, but does not include in the $48,000,000 dollar 
figure the rent of the real estate from the Japanese Government. That 
real estate is furnished by the Japanese Government, or is paid from 
the Japanese budget. It is part of the total cost, when you consider 
both budgets. 

Mr. Donouvr. In other words, the rental phase comes from the 
Japanese and not the American Government / 

Colonel Cor. So does the bulk; practically all the repairs and util- 
ities costs. For the purpose of this particular comparison of costs 
against. workload, it would not be a Psi comparison to include the 
rent in the money value against the personnel for the work. 

Colonel Srencrer. Our quartermaster reclamation program, since 
the start of the war, has reclaimed the following types of equipment 
in the following amounts: As you can see [referring to chart], the 
estimated value of this equipment when it was new was approximately 
$60,000,000. The cost of reclamation is only $540,000. 

Throughout this talk, I have stressed the great use of indigenous 
personnel, because that is what we should be doing. If all our supply 
and service functions were performed by American military personnel, 
it would require a troop strength for this command of * * * as 
compared to our present strength of military personnel performing 
these functions of * * *., 

I will be followed by G-1. 

Mr. Dononvur. How many indigenous personnel do you have? 

Major General Wersie. Right now, about 125,000. 

Mr. LantarrF. Is the information appearing on those charts classi- 
fied ¢ 

Major General Wersie. As a matter of fact, everything that you 
hear will be classified to some degree. 

Mr. Dononve. Will you tell me if the cost of all these activities 
coming out of the Japanese treasury is the cost of the occupation. 


OCCUPATION COSTS ON 50-50 BASIS 


Major General Werrste. Beginning last July, we are on a 50-50 
basis, but those things that are particularly chargeable to the Korean 
operation come totally from the United States budget. 
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Mr. Dononve. All the activities that are carried on for the benefit 
of the Japanese, such as managing their own economy, which you 
are doing, does that come out of the Japanese treasury ? 

Major General Weisie. That comes out of the termination of the 
war budget, a written budget by the Japanese Government. 

Mr. Dononve. In other words, it is coming out of the Japanese 
budget. 

Major General Weiste. That is right. 


STATEMENT OF COL. RAYMOND R. TOURTILLOT, JAPAN 
LOGISTICAL COMMAND 


PERSONNEL MATTERS IN GENERAL 


Colonel Tourrittor. Four personnel activities are strength of the 
command, replacements, Japan rest and recuperation program, and 
rotation. The strength of the command is illustrated on this chart 
! demonstrates }. 

Mr. Bonner. For the record, will you give us your name, please ? 

Colonel Tourtittor. Colonel Tourtillot, G-1, JLC. 


* * * * x * * 


While the shortage in numbers does not appear serious, we are 
shortest in school-trained officers and in technically trained and ex- 
perienced enlisted men, As the shortage of the technically trained 
enlisted men and officers became apparent, we had to rely more and 
more on the use of the civilian personnel. The status of our civilian 
personnel is as indicated here. The declining authorized and actual 
strength of the civilian personnel is apparent. The last cut came 
of about 300 as of August of this year. The actual strength includes 
675 dependents, who, may, with the acceleration of rotation, be leav- 
ing us before very long. Again, we are short in the technically 
trained personnel. What we need the most is the higher-graded, 
technically trained civilian personnel in most all of the technical 
services. 

Our civilian-personnel situation is serious. If something is not 
done to accelerate recruitment, we may be reduced to mostly the lower- 
graded civilians and dependents, most of whom do not possess the 
technical skills which we need. As of the last 45 days, we suffered 
a net loss of 95 civilians. 

At the beginning of the war, we had to reorganize our replacement 
system and establish installations * * * . Most of the replace- 
ments we receive come through the Yokohama area by water, and 
some by air. They go to * * * and are there processed and 
from there go either directly by water or by rail and water through 
Sasebo to Korea. The number of the replacements received are indi- 
cated on the next chart, beginning August a yearago, * * *. Dur- 
ing the time the replacements were scarce, we squeezed out of this 
command about 850 officers and 5,200 enlisted men and sent them to 
Korea. While this gives the picture of the replacements received 
from the United States, * * *. 

Last December, we started the Japan rest and recuperation pro- 
gram to bring combat soldiers from Korea to Japan for a little re- 
laxation. These men are flown from the various air fields in Korea 
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to the main air ports nearest Camp Drake, Osaka, and Kokura, are 
there processed, and are released for 5 days recreation at places of 
their own selection. The plan initially provided for processing 200 
per day. We now process on the average of 560 per day. We have 
processed totally in this program up to y date about 120,000 men and 
officers. 

Last April, we started Korean rotation. The plan was to rotate 
about 20,000 per month, but the Eighth Army hasn’t been able to make 
thea. oF * 

Other activities which require special type personnel that we are 
interested in are the operation of our dependent school programs, 
the extension of our Japan Central Exchange activities into Korea 
and far-flung activities of our technical services and of the Procure- 
ment Section. Most recently, we have the pleasant job, beginning 
in November of processing dependents who are coming over here 
again. 

While we are proud of the job we have done and are doing in sup- 
port of the Korean war and in carrying on our occupation mission, 
we are aware of the shortage of the technically trained personnel. 
Many of our administrative procedures are suffering and are not 
being done up to standard. ‘To give better logistical support, we 
need more school-trained officers, more technically trained and ex- 
perienced enlisted men. We need our civilian personnel ceiling raised 
und need the technically trained people that go with that ceiling. We 
urge that an effort be made to make more effective the civilian per- 
sonnel recruiting program in the United States to the end that we 
may get the technically trained civilian personnel which we would so 
urgently need to do our job. 

I introduce Colonel Rathbone of the Comptroller Section. 


STATEMENT OF LT. COL. JOHN V. RATHBONE, COMPTROLLER, 
JAPAN LOGISTICAL COMMAND 


COMPTROLLER MATTERS AS THEY APPLY TO MANPOWER 


Lieutenant Colonel RarHrone. From the Comptroller’s point of 
view, the mission and workload of this command convert primarily 
into manpower and dollars. 

On this chart, I would like you to look at the over-all manpower 
picture that has been presented in part, from the point of view of util- 
ization in specific sections. Now, down at the bottom of the chart 
| demonstrates], we have plotted from July 1949, the number of civil- 
jan employees this command has had. As you can see, at the start of 
the war, it was down fairly low ; very little over 2,000. We reached a 
peak in civilian employees in March of 1951 of 3,744, and, at the 
present time, as the G—1 has told you, the strength is 3,350. 

From the comptroller’s point of view, I would like to repeat that we 
have never had the right civilians and the type of civilians that would 
give us maximum efficiency in some of our operations. We have always 
been short in certain categories. 

* * * * * * * 
In this military group of personnel that we have been using to 


ieee this workload, these logistic functions, I think it is impor- 
tant to remember that a great many of them are soldiers back from 








448 FEDERAL SUPPLY MANAGEMENT 


Korea with wounds that render them not liable for active duty in a 
combat theater. For a period of 60, 90, or 120 days, they are placed 
on general service with a waiver, which means, after 60, 90 or 120 days, 
they will reexamine them and either disqualify them from combat 
duty or send them back to an Infantry division in Korea. Those are 
the military personnel we have supervising the large groups of Japa- 
nese handling this R. and U. problem, handling ammunition operations 
and the various logistical operations where trained technicians would 
normally be used in that capacity. 

The indigenous employees, of course, have been our life-saver. In 
yellow, we have plotted over the last 2 years the total number of the 
indigenous employees of this Command and its predecessor [referring 
tochart.| We had to hire a lot of indigenous employees after the war 
started, reaching a peak of * * * in October of 1950. That was 
the high point. Through very strong management policies, starting 
from General Weible on down we have constantly reduced the utiliza- 
tion of the indigenous employees. We have made them more efficient 
and have cut down the number of men used, until we are down to 
* * * now. The improvement in utilization doesn’t decrease our 
workload. The workload has stayed up or gone up. To indicate the 
workload from the over-all point of view, we have plotted here in red 
the total supported strength [referring to chart.] That is the num- 
ber of individuals of one sort and another for which this Command is 
responsible for providing full or partial logistical support. * * *. 

Major General Weisie. Jack, will you cover a little more in detail 
the difference in funding since July 1. 


FISCAL SITUATION 


Lieutenant Colonel Rarupone. Indicated here is the amount of 
money we spent in this command in the fiscal year 1951, $341,000,000, 
of which a little over $13,000,000 was for the payment of DAC person- 
nel; the balance was for services, equipment, supplies, all the stuff 
we got for Korea and shipped, the stevedoring expenses and all other 
operations that were charged to this command during that period. 
In the current fiscal year, which started the Ist of last July, we have 
programed almost $500,000,000 [referring to chart]. There is some 
slight disagreement bet ween us out here and Washington as to whether 
or not the war is going on. Washington thought the war ended last 
June. We haven’t quite noticed that and are still programing a con- 
tinuation of the war in supply support, in logistical support, which, 
so far, Washington has not programed for us. I think, however, if 
we need the money, we will get it. 

A new element introduced in this current fiscal year, which the 
general mentioned, is the payment of indigenous labor. Prior to 
July 1, a hundred-and-some-odd-thousand Japanese employees were 
paid out of the so-called termination-of-war funds of the Japanese 
Government. On July 1 all of this labor went on a dollar basis 
through a labor contract which we have with the Japanese Govern- 
ment. The cost is approximately $600 a year per man, varying 
slightly in the different categories. For this current year, the present 
rate of utilization is about * * * indigenous. The cost of these 
will be about $72 million. The balance of the total, some $409 million, 
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depends on what happens in Korea; how much barbed wire we are 
going to need, and how many times we are going to go forward or 
stay put. It is impossible to budget accurately on the conditions we 
have out here. Actually, in the first 3 months, we have obligated and 
committed about $140 million. We submitted to Washington our 
estimate for the fiscal year 1953 on the assumption that the Korean 
war would be over, and that we would get about the same amount of 
support from the Japanese that we are now getting. Incidentally, 
our present support from the Japanese is about 9 billion yen a quarter, 
or some $27 million. The indigenous labor for the fiscal year 1953 is 
projected at about the same levels as we are operating this year, with 
some minor reductions. The civilians are projected by directive of 
higher headquarters at about the level we are now operating, although 
it does not represent what we would like to have. The services, equip- 
ment, and supplies are greatly reduced, because we are projecting on 
the basis of rolling out Korea, cleaning up Korea, rehabilitating and 
recovering the material that will be left in Korea at the end of hos- 
tilities. Weare projecting rebuild operations, as you have visited, to 
continue throughout this year. And, certainly, our experience in the 
recent war has indicated that it was a very good idea to roll up equip- 
ment from all the islands and rebuild the equipment to use in this war. 

Any questions ? 
* * * * * * * 


Mrs. Harpen. Colonel Rathbone, do the wounded men who have 
been returned to combat have any priority in rotation ¢ 

Major General Wertsiz. Yes, they do, Mrs. Harden. They complete 
their points while they are hospitalized in Japan the same as if they 
liad been in Korea, so they really are on the same basis as the men 
in Korea, as if they had been there all the time. 

Mrs. Harpen. Thank you. 

Lieutenant Colonel Rarupone. If there are no other questions, | 
would like to introduce Colonel Gold, of the Procurement Section. 


STATEMENT OF LT. COL. NORMAN H. GOLD, PROCUREMENT, 
JAPAN LOGISTICAL COMMAND 


PROCUREMENT ACTIVITIES WITH PARTICULAR APPLICATION TO LABOR AND 
LABOR CONTRACTS 


Lieutenant Colonel Gotp. The procurement mission of the Japan 
Logistical Command is twofold. 

First of all, we are still charged with the responsibility of super- 
vising the Special Procurement Agency which is the Japanese Govern- 
ment agency, which administers and supplies the contracts which are 
mid for out of the termination of the war funds, payable in yen. 

‘his agency employs over 6,000 Japanese nationals, and the directives 
concerning the spending of that money are supervised by JLC. 

Secondly, we are the sole agent for procurement with United States 
dollar appropriated funds here in the Far East. This is not limited 
to Japan, but, procurement can be made anywhere in the world, except 
in United States, its Territories and possessions, and Korea. Our 
services are also available to the Air Force, Navy, and any other goy- 
ernmental agency here, should they care to use them. 
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ADVANTAGES OF CENTRALIZING 





PROCUREMENT 





Perhaps, you are wondering why we have this large procurement 
set-up. Of course, first of all, by centralizing, we have avoided com- 
petition between the various technical services. If this competition 
should occur, it would leave us wide open for exploitation by the 
Japanese contractors, who would quickly find out who gives the highest 
prices and would then go to that particular technical service for their 
contracts, leaving the other ones without the contracts necessary to 
carry out their mission. And, by centralizing, we are in a better 
position to control the high prices and to prevent inflation which has 
started here in Japan like other places throughout the world. Finally, 
centralization is economical. Duplication of personnel is avoided. 
This is very important since there aren’t enough technically trained 
procurement personnel to supply all the technical services here in this 
theater. 

As General Weible said, on July 1, 1951, we went on a partial pay- 
as-you-go plan. This is in connection with the transition from the 
occupation phase to the ratification phase. Under this plan, it be- 
came necessary to pay in United States dollars by contract, for many 
of the services and supplies that hitherto had been supplied by the 
Japanese as part of their termination-of-war obligations. One of the 
most unusual contracts ever written has been the result, insofar as the 
125,000 indigenous Japanese who work for our forces are concerned. 
The principal object in entering into this contractual relationship is 
because we wanted to avoid the necessity of retaining permanent 
responsibility normally retained by the employer here in Japan un- 
der their very complicated social security legislation program. Under 
the present set-up, with the Japanese Government being the con- 
tractor, the social legislation continues in force without the necessity 
of the United States becoming liable therefor. We simply pay them 
as we do any other contractor. 

As G-1 has stated, the procurement mission, like the other technical 
services, has been handicapped by a shortage of properly trained per- 
sonnel. These include contract technicians and negotiators, who sit 
down with the Japanese businessmen, having to pit their wits, com- 
mon sense, and experience against the Japanese businessmen who 
have been doing it for a long time, and engineers whose expert services 
are needed to retain quality control and see to it that we get what 
contracts called for. Many of these duties are delegated to the Japa- 
nese; however, the ultimate responsibility has to rest with loyal, de- 
voted American employees. We are short of many of those specialists. 


REASONS FOR LARGE PROCUREMENT PROGRAM IN FAR EAST 





There are three reasons for having this large procurement program 
in the Far East. First of all, and the most important reason, we save 
time. Operational needs in Korea have to be met in the very mini- 
mum of time. The present status of partial mobilization in the United 
States makes the long lead time which is inevitable in all requisitions 
to the United States both impractical and inexpedient. 

Secondly, we can save money by this large procurement program 
here in Japan. Certain commodities can be purchased for less than 
the prices they can be procured from the United States. This is par- 
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ticularly true when you add the cost of the transportation from the 
United States to Japan, which is very expensive. 

Thirdly, services have to be procured here in Japan. For example, 
this morning you saw the plant of the Tokyo Engineer Works, oper- 
ated under a dollar contract, which was negotiated by Japan Logisti- 
cal Command with the contractor. This is true with our stevedoring 
contracts, our building contracts, and as far as service contracts in 
other plants which you will see while you are here. 

I would like to show you two charts to illustrate the scope of our 
procurement mission. During the 15 months between the start of the 
Korean effort and at the present time, we have spent a lot of money in 
dollar contracts, illustrated by these red bars. [Referring to chart. | 
As you can see, we started off and got a lot of service contracts into 
effect early in the phase of the Korean war. 

It tapered off and finally it got to the month of June 1951, where 
we executed many of the contracts for the coming fiscal year. And, 
for the entire 15 months, we spent $650 million here in the Far East, 
using appropriated funds. The green bars illustrate the amount of 
support given to us by the Japanese Government in contracts which 
are executed by the Japanese Government in our behalf. These in- 
cluded supply contracts, which are tapering off. Most of the current 
expenses, as was illustrated by Colonel Rathbone, are connected with 
repairs and utilities and rental agreements. Since the statistics are 
misleading, a better case of the scope of the procurement mission can 
be illustrated by the large number of the contracts which had to be 
executed to attain the monetary value shown on the other chart. Dur- 
ing the 15 months in question, it took us almost 23,000 dollar contracts 
to spend that amount of money, and about 15,000 yen contracts. In 
other words, what I am trying to bring out is, we have to spread our 
money over a lot of individual contracts, because we can’t execute one 
with General Motors one day for about $200 million and one tomor- 
row with the American Woolen Mills for $100 million as is the case 
in the United States. It takes us a lot of contracts in order for us 
to spend that amount of money. 

That concludes my part of the orientation. 

Mr. Lantrarr. Colonel Gold, does the Procurement Section here 
procure services and provide local procurement for the Air Force 
und the Navy as well? 

Colonel Gop. Upon their request, we do quite a bit for the Navy 
und a somewhat lesser amount for the Air Force. 

Major General Weistr. Do you have the percentages there’ They 
vre quite large. 

Mr. Lantarr. I think it would be interesting if we could get the 
percentage and find out if there has been any competition among the 
three services for local supplies. 

Colonel Gotp, Not as yet. The Air Force procurement is different 
from ours. There haven’t been any common items where we have had 
adverse competition. 


ARMY VERSUS AIR FORCE PROCUREMENT 
Mr. Lantarr. Have you noticed whether procurement by you for 


the Air Force is decreasing in percentage now ? 
Colonel Gop, I would say so: ves, sir. 
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Mr. Lanrarr. Do you know of any reason for that ? 

Colonel Gotp. They have their own procurement set-up. 

Mr. Lanrarr. Is it possible that there might be direct competition 
between the Air Force and the Japan Logistical Command for a 
certain type of service ? 

Colonel Gotp. Not to our knowledge. 

Mr. Lanrarr. Is it possible? 

Major General Werste. It would be possible, were it not for the 
fact that GHQ would step into the picture and stop it. I am fairly 
postive that that will be the case. 

Mr. Lantarr. The reason that question was in my mind was because 
of the indications the subcommittee has that the Air Force is setting up 
its own supply system and its own procurement system as well. 
It appears to me that it might lead to competitive practices between 
the Logistical Command and the Air Force. 

Major General Werte. I can say that everybody is well aware of 
that situation. I doubt very seriously that that will happen. 

Mr. Lantarr. We would like to be provided with the percentage 
in the theater. 

Major General Werete. We had some figures on that a while back. 
We will dig them out again. 

Mr. Lanrarr. I think it would be interesting to have those figures 
as of two or three times, perhaps, as of last June and perhaps of this 
month. 

Major General Wriste. I will see what we can do to get that out. 

Mr. Brownson. In that connection, is the Air Force increasing 
their procurement program now ? 

Major General Werste. I can’t answer that for you. I am sure I 
don’t know. 

Mr. Brownson. Insofar as the common-use items which you pro- 
cure for the Air Force and for Ground Forces, are you still getting 
those from the Logistical Command ? 

Major General Wester. I can’t answer that either. They have their 
own procurement program. That is something which I am not aware 
of right now. That might be a good question to take up with GHQ, sir. 

Mr. Brownson. I wonder how it looks from this end. 

Major General Wernir. We, of course, don’t get any reports from 
them that would give us the statistics on which to base a reply. 

Mr. Brownson. You can’t help but find out to a certain extent in 
letting your contracts whether or not you are running into the Air 
Force competition. 

Major General Weinie. We have met nothing like that so far. 

Mr. Brownson. Thank you. 

Mr. Warp. Are these contracts subject to renegotiation / 


CONTRACTS WITH JAPANESE SUBJECT TO RENEGOTIATION 


Major General Werinte. We have the renegotiation clause in every 


contract. 
Mr. Warp. What has been the result of the renegotiations ? 
Colonel Goip. There have been no instructions issued from Wash- 
ington concerning the effect of the renegotiation clause, but we haven’t 
had any bad results as a result of that inaction. We feel confident 
that the Government is not paying more than the proper cost. We do 
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use the Army Audit Agency, which inspects the books of the con- 
tractors, covering any excess profits involved. More important than 
that is the moral effect of threatening the contractor by showing him 
that his contract will be subject to post- -audit, in the event that he is 
not cooperative in reducing his price, which enables us to get excel- 
lent prices in our negotiations. 

Mr. Warp. It seems to me that if you have an absence of contract 
terms that you might run into the need for renegotiation action. 

Colonel Goin. I think, sir, our liaison with the Army Audit Agency 
very adequately protects the Army’s interests. 

Mr. Brownson. Are the books open to Government audit ? 

Colonel Goin. They are, sir. 

Mr. Brownson. The reason I asked that, just before we left Con- 
gress, a bill was introduced to make it discretionary with the con- 
tractual officers abroad as to whether or not the books would be open 
for inspection in renegotiation or not. 

The feeling behind “that legislation seemed to be, that certain con- 

‘actors were unwilling to deal with the United States Government 
wer turn their books over for audit. Would that situation prevail in 
Japan? Have you had any difficulty in procurement, because corpora- 
tion books would be open to audit by the United States Government / 

Colonel Gotp. We have had no great difficulty. Some resistance 
that we are unable to measure now might develop after the ratification. 
Mr. Brownson. Thank you very much, Colonel. 


STATEMENT OF COL. JOSEPH P. DONNOVIN, JAPAN LOGISTICAL 
COMMAND 


Colonel Donnovin. We have tried, in a very short time, to give you 
a quick, thumb-nail sketch of our very large, diverse and far-flung 
business. We cover in our activities and in our responsibilities almost 
every field of human endeavor. Our efforts run the whole gamut 
from ports to baby boots. We are somewhat proud of what we have 
done in the past, somewhat like Jehovah in Green Pastures. We have 
had to sit back occasionally and pass a miracle or two. 

We have here present in the room our technical people. I am sure 
that you have many questions that you would like to ask. We have 
this room available and other rooms. These people are yours for as 
long as you wish to keep them. 

We are glad to have you here. 

Mr. Bonner. General Weible, gentlemen of your staff, the commit- 
tee that is now visiting Japan and the Far East certainly has no 
desire or intention to ‘disturb your mission. In other words, this 
committee desires to cooperate with you and in your mission. For your 
information, this subeommittee comes from the Committee on Expend- 
itures in the Executive Departments of the Government. This com- 
mittee is directed by Congress to look into all expenditures of 
the Federal Government whatsoever they may be, not alone in the 
national defense, but in all the other departments and agencies of the 
Government. That is a serious responsibility. This committee also 
has legislative power. The full committee is the committee that wrote 
and passed through the House the reorganization bill for the national 
defense. 
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PUBLIC INTEREST IN EFFICIENCY AND ECONOMY 


With six-sevenths of the national budget now being assigned to the 
national defense the people of America are interested to know how the 
money is being expended. The people of America are asking for effi- 
ciency and better management in the National Government and par- 
ticularly in the national defense where the overwhelming majority of 
the dollars are being spent. This subcommittee is interested in sup- 
ply management, economy, and efficiency in the Defense and other de- 
partments of the Government. This subcommittee believes that dol- 
lars can be saved in the national defense and not impair its ability 
to defend. We have visited major installations of the national defense 
in Atlanta, New York, and other points. I commend you, General. 
and your staff on this splendid showing which you have presented to 
the subcommittee here this afternoon; on the efficiency that you are 
practicing which we do not find being practiced at home, and on your 
desire to get from every dollar the maximum benefit. Of course, | 
realize your mission here; you want the thing done; you want to 
accomplish your mission in any way possible, and we agree with you 
on that. 

Unification in the three branches of the service is very interesting 
to this committee and the committee knows that unification can bring 
about efficiency and economy in the service, yet there is great resistance 
to that at home. Coming here, we find a unified command—we didn’t 
find that in Alaska where we thought we would find it. 


SERVICE RESISTANCE TO STANDARDIZATION PROGRAMS 


The subcommittee is intereated in specifications and standards. 
There is great resistance among the three branches of the service at 
home to a unified specifications program and a unified standards 
program. 

The people of America admire you gentlemen; have the utmost 
confidence in you; wish you well on your mission; and are proud of 
you. People in America are not pound wise and penny foolish; they 
want the armed services, and particularly you gentlemen in the field, 
to have everything that is necessary for you and everything that can 
be sent to you. At home the people are getting restless. The Con- 
gress has scraped the bottom of the barrel in looking for dollars, vet 
those in the national defense at home don’t seem to realize it. 

We passed the reorganization bill which directed unification in the 
armed services. The Congress thought that would be carried out. 
This committee finds that it isn’t being carried out. Where there was 
duplication at that time, it now appears triplication is growing. 

I] have the greatest admiration for all three branches of the service. 
This subcommittee and Congress, as I stated before, want unification 
in the national defense and not an expansion of overhead expense. 
The new branch of the national defense, which recently became 
independent, had just as well find out that Congress meant what it said 
in the unification bill. 

As I have said, we are here as your friends. We are here represent- 
ing the American people. We are here representing our constituency 
and the constituency of the Members of Congress who do not happen 
to be here. We all realize that these things have to take place and 
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do take place. We realize the responsibility that has been thrust on 
our Government and we want to play the part of men, and do the 
right thing. We know, and we are confident that it can be done. 
Dollars can be saved at home, and we can have just as good, just as 
fine, just as honorable military service in the expanded service that 
is growing today at a smaller cost to the people. 

I do appreciate, and I say on behalf of the gentlemen on this com- 
mittee, we appreciate your frankness. We appreciate the coopera- 
tion we have already had from you, and want you to know that we 
want to hear your problems. We had hoped that this committee, which 
will have to report back to the full committee comprising 26 men, 
would have seen the reorganization bill in action. We have seen here 
what the Congress thought would be the ultimate, the ultimate con- 
solidations of the forces in the field, in battle, and in the place that 
unification must ultimately show its best results. 

As a group we have agreed not to give out any public statements on 
this, particularly in this zone, but when we reach home I have no con- 
trol over these Members of Congress, nor the others that they report to. 
They will be able to make their own statements and say what they 
choose about the fact that none of.us have been permitted to go to 
Korea. I feel keenly, and I want the record to show I feel keenly, and 
I can tell you that the members of this comittee feel keenly, that the 
end of the pipeline where they wanted to see the ultimate results has 
apparently been shut off. I hope before we leave, Korea will be opened 
up so that at least the Members of Congress can see and be the judges 
themselves, and give an accounting themselves of the supplies, the 
management, the supervision of all this great effort, from its inception 
in the States out through the far mission that we have visited in 
Alaska, through Japan, to Korea, the ultimate end of supply manage- 
ment. This will be the only time that this committee of Congress 
which is responsible for this particular thing will have an opportunity 
to see Korea. I don’t know who would be responsible for not wanting 
this committee to see it, but I believe it is most regretable. Thank 
you, gentlemen. 

Major General Wrisie. Thank you for your words of commenda- 
tion, and I can assure you that as far as this command is concerned 
there will be conservation of men and materials. 

Mr. Donouvr. General, I think in your opening remarks you said 
what your responsibilities were insofar as this particular area is 
concerned, that is Japan and Korea. I was wondering if you would 
elaborate on this a little more? 


THREEFOLD MISSION OF JAPANESE LOGISTICAL COMIALAND 


Major General Wernie. We have tried to indicate through Colonel 
Kochevar and through our charts that our mission was in effect a 
threefold one. The first one which we considered to be of primary 
=o at this time, of course, is our logistical mission both for 

Japan and Korea. We have an occupation mission which will ter- 
minate upon a ratification of the peace treaty. Directives now ema- 
nating from SCAP’s office indicate that much will remain in effect 
— after the ratification. What changes will be made will largely 
be determined, I think, on the basis of the : agreements that I under- 
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stand are now being written. Our third mission is the defense of 
Japan proper. You can readily understand that practically all the 
combat forces are now in Korea. We have nothing left here except 
ourselves. We must train then fora dual capacity: first, our logistical 
mission, and secondly, the possible defensive mission of the Japanese 
islands themselves from any attack by some aggressor. That, in a 
very broad sense, indicates what our responsibilities are. 

Mr. Dononvur. What do you estimate the cost of carrying out that 
threefold mission to be for the fiscal period starting, we will say, 
July 1, 1951, to June 30, 1952? 

Major General Wersie. Our budget estimate? Jack Rathbone, 
have you got the figure? 


COST OF JAPANESE LOGISTICAL COMMAND MISSION 


Lieutenant Colonel Rarnrone. Approximately $500 million. How- 
ever, a great part of that was purchase of materials for Korea. 

Mr. Dononvr. I was wondering would you break down that $500 
million and tell us which part of the $500 million was necessary, we 
will say, for the second phase of your mission—that is, the taking 
care of Japan ¢ 

Major eat Wetste. I can’t give you those figures offhand, but 
we will attempt to break them down for you and give them to you 
before you leave. Jack, will you undertake that? 

Lieutenant Colonel RarHgonr. That is one element of “pay as 
you go.” 

Mr. Dononvur. How much of this $500 million you have just 
mentioned is used to carry out our mission in Korea, and how much 
of it is necessary to carry on your mission in the operational activities 
here in Japan and its defense? Now, let me ask this question 
further 

Mr. Bonner. For the benefit of those hearing the tape and tran- 
scribing the tape, anyone asking a question will give his name, and 
the person on your staff answering the question will give his name 
and organization. 

Mr. Donouve. Do I understand, General—through you I put this 
question to be answered by any member of your staff—do I understand 
that the cost of this entire mission to the taxpayers of the United States 
is just $500 million per year? 

Major General Weiste. Jack, does that include everything now? 

Voice. He stepped out a moment; he will be back. 

Major General Weieie. | prefer that to be answered by Colonel 
Rathbone because he has the detailed budget. Although I reviewed 
that, I don’t remember the figures. 

Mr. Bonner. We understand that, General. While we are waiting 
on Colonel Rathbone do you have another question ? 

Mr. Dononve. The general would have to refer the next question 
I have in mind to Colonel Rathbone. I am wondering does this $500 
million include the payroll of our military forces which are being used 
here in Japan and also in Korea? 

Major General Werte. No; I am quite positive it does not. 

Mr. Dononve. So that would be something in addition to the $500 
million ? 
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Major General WEIBLE. Quite correct. 

Mr. Dononve. Any supplies you receive from the United States by 
way of hardware, such as arms and other supplies incidental to carry- 
ing ona military force, does that come out of this $500 million? 

Major General Werstr. No, it does not. Isn’t that correct, Jack? 

Colonel Rarupone. I didn’t hear the question. 

(Question repeated.) 

Colonel RatHsone. It does not. 

Mr. Dononue. In other words, supposing you got a hundred tanks 
from the United States? 

Major General Werste. That would not come out of that sum. 

Mr. Dononcve. Tell us, if you will, what does come out of this $500 
million ? 


CIVILIAN EMPLOYMENT COSTS 


Colonel RarHpone. I can break it down. There is the element of 
$72 million for paying Japanese labor which I referred to. That pays 
the 125,000 laborers, some of which are in support of Korea and many 
of which will be required without a Korean war. There are about 
$15 million or $16 million for the payment of “ie ae of the 
civilians, in fact, help support Korea since the tanks rebuilt go to 
Korea at the present time. 

Mr. Donouve. Those would be United States civilians? 

Colonel Rarupone. Yes, 3,300. $70 million are for service opera- 
tions, contracts, stevedores, all the tonnage coming in and out of Japan. 
The services of the Tokyo Engineer Works, where engines are rebuilt 
under dollar contracts for Oppama, the engineer rebuild, and reclama- 
tion of signal equipment. We pay part of the cost of signal com- 
munication in Japan. The Japanese have previously been furnishing 
this telephone service; however, we did increase that service for more 
direct lines from the south of Korea. 

Mr. Dononve. If I might interrupt you at this point, Colonel, I 
was wondering from the standpoint of bookkeeping is there any way 
of determining how much of the money is being used for the benefit 
of the Japanese economy and how much is being used for the benefit 
of the boys that are fighting in Korea ? 

Colonel Raruone. As far as we are concerned, we spent no money 
for the Japanese economy. This bill for expenditures within Japan 
is for the purpose of our expenditures, to get service and supplies 
which we require. 

Mr. Dononve. Do they draw from the utility lines that have been 
installed or expanded ? 

Colonel Rarupone. The Japanese ? 

Mr. Donounve. Yes. 

Colonel Rarusone. No, sir. 

Mr. Dononve. There are special lines which are for the military # 

Colonel RatuBone. We do not support the Japanese economy in any 
way. We furnish indirect support sori we are buying products. 

Mr. Dononvr. There is a certain cost of our forces occupying 
Japan ? 

Colonel Ratupone. There has always been that. 

Mr. Dononve. Does that come out—I think I asked this question be- 
fore but probably it is worth repeating—does any of the cost of 
our occupation come out of the Japanese treasury ? 
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JAPANESE CONTRIBUTION TO OCCUPATION COSTS 


Colonel Rarusone. Yes; at the present time we are getting approxi- 
mately $27 million every 3 months in support. 

Mr. Dononvur. Which would amount to approximately $105 million / 

Colonel Rarusone. For the current Japanese fiscal year starting 
April 1 last and ending March 30 coming up, we are getting a total in 
this command of $153 million in support from the Japanese. 

Mr. Dononvr. And does that go to the United States Treasury ? 

Colonel Rarupone. No; it is furnished in kind, that is, furnished by 
the Japanese Diet over which we exercise fiscal control. It never 
leaves their hands, but in the fiscal year procedure for control of ex- 
penditure we enter into the picture within the limits established by that 
budget. 

Mr. Dononvr. Does any of the money expended for the payroll 
purposes come out of the Japanese economy or treasury ? 

Colonel Rarusone. Not since July 1. 

Mr. Donouvr. Which year? 

Colonel Rarupone. This year. Our 125,000 employees are paid by 
the United States Government. There are many other employees who 
work for me, for General Weible and all of us; servants we pay our- 
selves. The officers’ clubs and noncommissioned officers’ clubs employ 
waiters and bartenders at their own expense. That is not included, it 
comes out of personnel service. It boils down to supplies: steel, lum- 
ber requirements of the various technical services may be short that 
we don’t know about until tomorrow. Those come directly as Korean 
requisitions; the time and prices indicated they must be bought here. 

Mr. Dononvr. Some mention has been made, General, that you are 
very short-handed insofar as technicians are concerned. Have you at 
different. times requisitioned the proper authority in Washington for 
not only military technicians but civilian technicians ? 


SHORTAGE OF TECHNICIANS 


Major General Wristr. We have those go through GHQ where they 
are consolidated, of course, for the Far Eastern Command. 

Mr. Donouve. Is this under the control of Mrs. Rosenberg ? 

Major General Wertste. It is possible that when she was here she 
indicated she recognized our need and thought we were justified and 
would do what she could to help solve the problem. 

Mr. Donor. How long has this shortage existed ? 

Major General Weretr. In some cases 90 to 120 days. Some people, 
I think, we have had on requisition for nearly a year. Is Colonel Eller 
here ? 

Colonel Exier. That is correct, sir. 

Mr. Donouvr. Have you received any complaints from any of the 
boys in Korea of commissioned rank, or noncommissioned rank, who 
are not being properly supplied with clothing and that sort of thing? 

Major General Weise. Last winter, you know, winter clothing was 
not distributed to the front-line troops in time, but the individual com- 
plaints which we did receive at this headquarters were, of course, 
very, very few.. They would go first to the Eighth Army Headquar- 
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ters in Korea and then they would come back on us, but as has been in- 
dicated before, we have been able to meet their demands with some- 
thing—not always the ideal article. We have had to make substitu- 
tions, but none of the things that are vital to living. 

Mrs. Harven. Mr. Chairman, I should like to question Major 
Brecht. What is the strength of the WAC in JLC? 


WAC PERSONNEL IN JAPANESE LOGISTICS COMMAND 


Major Brecur. The strength in JLC is a little over 900. 

Mrs. Harpen. Do you have enough WAC personnel to meet your 
need ¢ 

Major Brecur. No, ma’am, we are short approximately 600. In 
July of last year we requested 600, but were denied by the Department 
of the Army. We are pa elygeee irly short of stenographers, clerk- 
typists and supply personnel, and I ‘believe the shortage is due to the 
lack of recruiting and inability to get the women to enlist. 

Mrs. Harper. What do you ‘think of the 36 months? 

Major Brecur. I believe it is too long for a single woman, but at the 
rate of marriages, T don’t think there will be any "single ones left. 

Mrs. Harpe, Thank you, Major. 

I would like to ask Colonel Wunderlich, Do you have sufficient 
medical personnel to meet your needs today ? 

Colonel Wunverticu. We have sufficient medical personnel to meet 
our needs today. 

Mrs. Harpen. That is doctors and nurses? 

Colonel Wunverticu. We have sufficient medical personnel. In 
fact, we are better off than we have been since any time since the 
Korean incident. We do have sufficient personnel to meet our needs 
today, but if you ask me do I have sufficient personnel to meet our 
needs a month from now, I am unable to say. 

Mrs. Harpen. Would you like to elaborate on some of the statements 
you made to me? 

Colonel WunperticH. Our conversation was so extended and cov- 
ered so many subjects that I might not anticipate what you had in 
mind, 

Mrs. Harpen. Are any medical personnel used in supply work ? 

Colonel WunperticH. You mean professional personnel, I presume ? 

Mrs. Harpen. Yes. 

Colonel WunperticHu. No. 

Mrs. Harpen. You may tell the committee a little bit about your 
supplhes—how the wounded are brought into Tokyo—what length of 
time ? 


HOSPITALIZATION AND CARE OF WOUNDED 


Colonel Wunprrticn. JLC operates 18 hospitals in support of the 
operations in Japan and Korea. The support of Korea, you must 
understand, is limited since hospitalization for these cases normally 
require more than 30 days. The agencies which do this are 18 hos- 
pitals, 1 medical supply depot, and 1 medic: al general laboratory. Our 
patients are received almost wholly by air. In initial stages they came 
Ly water—the first 90 days. They are received at three different points: 
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at Tachikawa, in the vicinity of Tokyo; at Itami, in the vicinity of 
Osaka; at Itazuki, in the southern island of Kyushu, where we have 
our three principle groupings of hospitals. We have special training 
centers established at some of our hospitals. Neuropsychiatric cases, 
chest wounds, and major eye cases in Tokyo; cold injuries in Osaka, 
and hepatitis at Kyoto. Practically all other general medical cases 
can be cared for at any of our hospitals. The patients are received 
at these airfields from Korea by medical detachments operated by 
JLC and are escorted by medical officers and attendants and sent to the 
hospitals which can best serve their specific requirements, They ari 
transported from those landing fields by motortrucks and train, chiefly 
by motor, to these specific treatment centers where bed availability 
space indicates at that particular period. Our patients are evacuated 
to the United States on 120-day evacuation policy, chiefly from Han 
eda, but sometimes from Itami which is in the vicinity of Osaka. 
Those who didn’t return to duty are returned to the United States. 

I would like to stress at this time that less than one-fourth of 1 per 
cent have died in the hospitals. 

The 108,000 people who have gone through is representative of only 
JLC hospitals and not characteristic of the theater operation as a 
whole. 

Mr. Bonner. Let’s try to make the rest of the questions direct ques 
tions and direct answers. 

Mrs. Harpen. How long does it take from the time you requis! 
tion your medical supplies until you receive them / 

Colonel Wunperticu. We normally receive them 90 days after thev 
are ready and available at the San Francisco Port of Embarkation. 
Some items are shipped at once and sometimes require longer than 
that. 

Mrs. Harpen. Is it true you are servicing airfields with medical 
supplies / 

Colonel Wunverticu. That is true. 

Mrs. Harpen. Do you think they should have a separate supply 
section ¢ 

Colonel Wunpernicu. I don’t think so. 

Mr. Lanrarr. Mr. Chairman, would it please the committee to 
briefly summarize what was learned at the quartermaster depot this 
morning? There are some items of interest. 

Mr. Bonner. Would it be new and additional information devel- 
oped by yourself and Mr. Kennedy ? 

Mr. Lanvarr. Yes. 

Mr. Bonner. Proceed please. 


INVENTORIES IN JAPAN 


Mr. Lanvarr. The quartermaster depot in Tokyo has an inven- 
tory of approximately $670,000,000 exclusive of the inventories 
carried at the depots in Pusan and exclusive of the inventories at sub- 
depots at Kokura and Kobe. The Quartermaster here furnishes all 
three services, the Army, Navy, and Air Forces with POL supplies. 
The class I supplies now are handled generally by the quartermaster 
depot here for all three services. 
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SUPPLY OF FRESH PRODUCE IN JAPAN 


Of interest to the committee, I think, is an experiment which was 
started here sometime ago by the Quartermaster for which I think 
they deserve special commendation. All of us are familiar with the 
dliffic ulty in obtaining truck produce—garden produce—for the troops. 
It is too expensive to bring those items from San Francisco, or ports 
in America. The average cost of vegetables delivered here was about 
15 cents a pound. Through experiments conducted here which 
started out as hydroponic experiments and extended inte two large 
farms, the Quartermaster has found they can produce those same 

veget: ables at the cost of 7 cents a pound. This is especially interest- 
ing when you consider on these two farms maintained by the Quarter 
master last year some 914 million pounds of produce were raised whic h 
resulted in a saving to the American taxpayer something in excess 
of $76,000. Questions as to why this program could not be expanded 
to supply more perishable items for the occupation, were directed to 
the Quartermaster and the answer was that due to the extreme shortage 
of land in Japan it is very difficult to acquire the land to carry on or 
expand this to a great degree, but studies are under consideration at 
the present time looking toward an extension of this type of operation. 
Fifty-two percent of the produce raised in these farms now goes to 
Korea. The next priority goes to hospitals and the residue remaining 
furnished to the troops. 

The Quartermaster is to be commended for the clothing reclamation 
project. For example, combat boots—manufacture of combat boots 
by using regular GI shoes and putting a top on them, Some ¥540,000 
was expended i in reclaiming $60,000,000 in clothing. I want to com 
mend the Quartermaster of this command for doing this. 

It might be of interest to have Colonel Kay descr ‘ibe brie fly the recla- 
mation of warehouse machinery and other such items. 


SEPARATE INVENTORIES FOR AIR FORCE CLOTHING 


The quartermaster depot handles between 10,000 and 11,000 line 
items of class II clething. About 50 percent of these are common 
use items of the Army and Air Force. The Air Force maintains a 
liaison group at the quartermaster depot here. However, pursuant to 
the last order which we became familiar with in Aj: ska, separate in- 
ventories are maintained for the Air Force and Army class IT items. 
It does help to meet the Air Force requisitions from stock. When 
the Air Force places a requisition for stock, the Air Force liaison 
follows it up to fill the Air Force requirements for the class of cloth- 
ing in the depot. A separate form then is used to requisition to the 
zone of interior for the replenishment of those stocks. The Air Force 
and the Army use separate requisition forms for that purpose and 
we have asked them to furnish the subcommittee with those two differ- 
ent types of forms. 

Indications are that the Air Force is continuing to develop its own 
supply system. Indications are that the Air Force has contemplated 
constructing its own warehouse to withdraw from the depot here the 
stocks now carried to the credit of the Air Force. That, however, 
has heen temporarily halted by a directive from GHQ to the effect 
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that because of a shortage of warehouse space it could not be done, 
but I am under the impression as soon as that directive is rescinded 
the Air Force will continue with its plans of setting up its own supply 
service in the field of class II. 


UNIFIED SUPPLY SYSTEM AT PUSAN (THEATER LEVEL) 


At Pusan, I have been informed by Colonel Kay, who was depot 
commander at Pusan, there is a complete unification of all the services. 
The Air Forces wear the Army uniform. They have a standard item 
of clothing issued to all personnel. There is no breakdown as between 
Army and Air Force in the Pusan depot and a completely unified 
supply system is carried on. It might be of interest to the committee 
te question Colonel Kay further in that respect. 

We have here for the purpose of the record a total list of quarter- 
master line items by number and type that are carried in this depot 
here. The chairman requested we refrain from asking general-type 
questions, but I would like to ask Colonel Kay to develop, if he will, 
please, the Pusan situation because I think it is of especial interest 
in an operating theater where we do have apparently complete unifi- 
cation; I think it is an example of what this committee is getting at. 
It would be interesting to have Colonel Kay explain. 


SUPPLY OPERATIONS AT SECOND LOGISTICAL COMMAND 


Colonel Kay (quartermaster, JLC). In the second logistical com- 
mand, which controls the * * * quartermaster depot at Pusan, 
all quartermaster supplies are received through the depot without any 
reference to requisitions from Air Force, Navy, Marines, United Na- 
tions troops other than the United States Army itself. All supplies 
come in from a common stock; all supplies are distributed as needs 
are developed by all United Nations troops who are entitled to a part, 
by Air Force, and all the other elements of the command, including the 
Navy to such an extent as the Navy places requirements. The cloth- 
ing, combat boots, winter items are distributed in accordance with 
priorities established by QHK or Eighth Army. The principle of 
this being we have supplied the Air Force with service shoes rather 
than combat boots because they have requested them. Service shoes 
have been available when combat boots were in short supply. All 
requests are handled in the same manner. 

Mr. Bonner. That is certainly splendid news to this subcommittee. 
The observation I might make is that this subcommittee being inter- 
ested in unification, that might be the reason why this subcommittee 
was denied going to Korea as a subcommittee because they didn’t want 
us to see a degree of unification. You say it is working there? 

Colonel Kay. As far as the quartermaster is concerned there has 
been no difficulty. 

Mr. Bonner. How about the other services? 

Colonel Kay. The same thing applies to others. 

Mr. Bonner. I certainly appreciate your statement, since the staff 
can’t go there. What about the other technical services? Are they 
coordinating there ? 

Colonel Kay. Yes, sir. 
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Mr. Bonner. Coordination, of course, is not unification. However, 
I’m encouraged. 

Brigadier General Heiss. Ordnance Officer, JUC. I have made four 
trips to Korea. I find that as far as ordnance is concerned on common 
items in ordnance for the other services the same applies as Colonel 
Kay described for the Quartermaster, including ammunition. 


PILFERAGE 

Mr. LantarF. One other item with reference to pilfering and loss 
of materials and equipment and supplies at Pusan. Colonel Kay, lL 
think the committee would be interested to know the extent of that. 
What was the apparent dollar loss there and what steps were taken 
to try to correct that? .; 
PILFERAGE IN KOREA 


Colonel Kay. All these stocks in the quartermaster depot in Pusan, 
I would estimate to be possibly $100,000,000. That would be a shot- 
gun guess. In the early days there, there was a considerable amount 
of pilfering. This pilferage consisted not of the expensive items—no 
items like typewriters—but consisted of those necessities of life that 
those people had nothing of their own. Clothing, blankets, and food- 
stuffs, and you must understand that during that particular period of 
time practically every man who was in Korea was at the front. The 
quartermaster depot took some 400 men and we were supported by 
some additional 300, making about 700 men in the QM depot. In the 
days of September 1950 we released over 250 to go forward to defend 
the Pusan perimeter. The port lost personnel as I said. When sup- 
plies were unloaded they were broken in and pilferage did exist. There 
were items known to be pilfered; investigations were made and finally 
ended in the apprehension of black marketeers. The return of stocks 
that could be gathered together, I would say amounted to a figure 
which seemed to me fantastic. I would say that the pilferage under 
the circumstances was certainly not great. I don’t believe that the 
pilferage would amount to over $100,000 a month, for an operation of 
that sort where you are totally dependent upon the people of the coun- 
try who are in a naked and starving condition. I believe that would 
be a maximum figure and again I say that was just a guess. 

Mr. Lanrarr. As I understand it, the losses were occasioned pri- 
marily by (1) critical shortages existing in Korea and the desperate 
need for basic items to exist on; (2) the shortage of military trained 
personnel to take care of the stocks in the depots or en route; (3) be- 
cause of the volume of supplies being shipped and no warehouse facili- 
ties to adequately guard those supplies. ‘They had to be stocked in the 
open with no security measures. 

What is the situation today? 

Colonel Kay. I have not been back there since April. At that time 
there was an improvement and the black market disappeared. 

Mr. Lantarr. General, do you know what the situation is there 
today ¢ 
- Major General Werner. I have no knowledge of the intimate details 
you are interested in. I think in an over-all way it has decidedly im- 
proved, but to submit you intimate details, I haven’t any. 
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Mr. Lanrarr. I think that covers the visit we had with the Quarter- 
master. 

Colonel Kay. The total reclamation we spoke of was $60,000,000 
rather than $6,000,000. 


QUARTERMASTER HANDLING OF MEDICAL SUPPLIES 


Mr. Brownson. Colonel Kay, what would be your reaction to the 
Quartermaster eventually handling medical supplies using occupation 
trained personnel, pharmacists and medical opty people and reliev- 
ing the medical people of that supply problem ? 

Colonel Kay. If the job was handed to us I am sure that we would 
do it. 

Mr. Brownson. I wonder if the surgeon-general on the staff might 
liave a reaction to that, too? 

Colonel Wunperticn. I think we can do it. Colonel Kay, but I don’t 
see any saving by such a transfer of other personnel. This is not a 
new idea. We did this in World War I and maybe the personnel were 
not adequately trained, but there was a rather confused result. 

Mr. Brownson. The reason the committee is interested in it is 
because the Navy has tried that experiment beginning this year. 

Major General Werstr. It somewhat depends on the magnitude of 
the supply activity. If there are a number of units they can be well 
grouped, but if one is of great magnitude in itself, then there is 
practically no resulting economy unless you happen to have some- 
thing already built for the purpose, but generally I don’t think you 
will find a great economy. That is merely a personal opinion. 


COSTS OF SEPARATE ACCOUNTING FOR STOCKS 


Mr. Lanvarr. One final thing, though, was brought to my attention. 
The question was asked whether or not there was an increased cost 
both in personnel and in administration in maintaining the separate 
accounts that are maintained at the depots for the Air Force and 
Army. In other words, to keep a separate record on the stocks. We 
were told that there was very little difficulty encountered in maintain- 
ing these separate records and the cost of such was negligible. Am I 
correct in that, Colonel Kay ? 

Colonel Kay. That is correct. 

Mr. Dorn. I have one question. We inspected the transportation 
conducted by Colonel Mansfield, and I was agreeably surprised to 
see what I thought was a very good job being done in that field, tak- 
ing about every boat in the world in any condition and repairing it 
by utilizing the Japanese facilities to the fullest which I think helps 
a lot. 

Mr. Mraper. Mr. Chairman, I am very interested in getting the 
views of these gentlemen here in this forward area on the operation 
of the unification, particularly with respect to the progress that has 
been made in the single supply of common items and the progress made 
in the standardization of specifications of like items within the Army 
and also as between the three branches of the armed services. I think, 
perhaps, the question should be directed to General Weible. I should 
like some examples, specific examples, which heretofore have been 
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maintained by more than one of your technical service depots that 
have been consolidated in one depot. What progress has been made 
and what progress is in sight in the future in eliminating the du- 
plication of stockage supply of common items. 


CONSOLIDATION OF COMMON ITEMS 


Major General Werstz. Any of you gentlemen correct me if I make 
a mistake, but to the best of my recollection there has been no consoli- 
dation because the consolidation was already in effect. These common 
items like individual arms, rifles, combat boots, those have always 
been in centralized supply, and I can think of no item at the moment 
taken from the Air Force and centralized in our supply service. 

Colonel Coz (Engineer Headquarters JLC). We are well along 
with the program of consolidation of the total supply responsibility 
for many commodities which is directed by the Department of the 
Army; the result of exhaustive study made by our technical chiefs of 
the Department of the Army and implemented by the departments in 
the current regulations. In the process of that work to consolidate 
these functions a large number of commodities were ordered and con- 
solidated and now nearly completed in the process so that the trans- 
fer to the most appropriate services almost always means that a single 
agency will deal with a department of industry at home. 

Mr. Meaper. Colonel Coe, an example of what I had in mind was a 
transfer which I understand is now in process of Diesel generators 
from Signal Corps to engineers. 

Colonel Cor. That is correct; something which has not been true 
until recently. That is a portion of the DA program which is well 
along and has nearly been completed. I have now all the generators 
in the JLC; the Quartermaster within a few months will have all the 
refrigeration equipment. Those are two examples. The Signal Corps 
is the sole operating source of supply for Diesel batteries. 

Mr. Meaper. Could you give some examples from your service of 
items which have not yet been transferred, which in your judgment 
could be transferred with improvement in supply in the operation? 

Colonel Cor. In my judgment the program of the departments as 
expressed in the services and regulations published for the purpose is 
completed. 

Mr. Meaper. You feel that no further progress can be made in the 
elimination of duplication ? 

Colonel Cor. That is correct. 

Mr. Meaper. I would like your views on your possibilities of stand- 
ardizing specifications between the three services on like items. Do 
you think there is any possibility of progress there ? 

Colonel Cor. The best accomplishment toward the standardization 
of specification between the technical services of the Army is to con- 
solidate the responsibilities for the similar items from similar indus- 
tries in one service and beyond that there is little to be done. Federal 
specifications are rather the answer for any further progress in stand- 
ardization within the Army. 

Mr. Meraver. Now, for example, your Corps of Engineer counter- 
part of the Navy is the Bureau of Yards and Docks. Do you feel that 
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there has been the maximum squeezed out of supply differentation be- 
tween similar items so that your parts will fit on your vehicles, etc. 

Colonel Cor. In our case, yes, because etatidlavfiontibin through co- 
operation between the Corps of Engineers and Bureau of Yards and 
Docks has been going on for years. Coordination and comparison for 
mutual benefit, in my opinion, has been substantially fully accom- 
plished in the field of standardizing procurement between the Bureau 
of Yards and Docks and the Corps of Engineers. 

Mr. Meaper. Has there been any arrangement between the Corps of 
Engineers and Bureau of Yards and Docks whereby you will use each 
other’s stocks or certain items or is there still two separate, complete 
supply systems for the engineers’ materials ? 

Colonel Cor. It is still separate. I am not able to speak as being 
currently up-to-date. I happened 2 years ago to be acting for the 
Chief of Engineers in establishing fuller consolidation of single sup- 
ply operation between the Bureau of Yards and Docks and the Corps 
of Engineers, and it looked optimistic at the time I left. As to what 
progress has been made during the last 2 years I am not informed. 

Mr. Lantarr. Have you noticed any evidence or indications of the 
Air Force establishing a separate engineering corps to take over those 
functions now performed by you for the Air Force? 

Colonel] Cor. We are operating here without exception under the 
agreements and pursuant to regulations which exist between the two 
departments; our solution is the Army people do engineering work 
in and for the Air Force. 

Mr. Lantarr. Do you notice any indications of a movement under 
way for the Air Force to set up a separate engineer depot to perform 
the functions now performed by you for them ? 

Colonel Cor. From where we are in this command, my answer is 
no, except for supply. 

Mr. Lanrarr. There have been no indications observed by you 
on the part of the Air Force because of the peculiar problems of 
engineering incident to it, for example, for the construction of an 
airstrip, that they should perform those services themselves and have 
their own engineers for that purpose ? 

Colonel Cor. I have seen no indications of a trend or policy in 
that direction. However, it could exist on department level without 
my knowledge. 

Mr. Lantarr. You have no knowledge of it? 

Colonel Cor. Here in Japan the construction done by the Air Force 
for itself is that which is comparable to the work contemplated in 
the agreements which were made in the two departments. 

Mr. Meaper. Colonel Coe, I would like to ask this question of you: 
You received requisitions from the Air Force. Do you encounter any 
problems in maintaining your stock levels because of the lack of con- 
tro] over the stock levels of posts and stations in the Air Force 
similar to that you may control in the Army ? 


NO PROBLEM IN JAPAN WITH AIR FORCE REQUISITIONS 


Colonel Cor. Locally, no. We have no problems with stock con- 
trols and justification of Air Force requisitions within Japan. Local- 
ly, our own problem is replenishing our stocks, which have been ex- 
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hausted by Air Force issue, from the United States. This may be 
expected, and as I say, is the only example of any difficulty, that of 
supply through earmarked stock. : 

Mr. Meaper. I would like to have Colonel Kay answer that same 
question for Quartermaster. In the Quartermaster Depot at Fort 
Richardson, I ran into an example of the requisition received in the 
spring for some 50,000 bars of 1-pound bars of soap, when their 
total inventory in that item was 70,000. They did so, I would 
say, because they had no means of knowing what the stock level of that 
requesting agency was, and no control over the Air Force requisition 
agency similar to the control they could exercise over Army posts 
which exceeded the stock level which would be authorized by the T. O. 
I wonder if you had any experience of that kind? 

Colonel Kay. No experience of that sort here. We in the depot have 
the IBM accounting machine. We prepare the requisitions and we 
compute the stock levels for both the Air Force and the Army in the 
common items. We maintain these stocks in our depots and we have 
a liaison party of, I think, one or two officers and several enlisted 
men in the depot. When we receive requisitions from the Air Force 
they are screened by the Air Force liaison group and passed on to us 
to supply, and if the items are in the Air Force portion of the stock 
they are issued, and that is the end of the problem until the next 
requisition goes in to ZI and which is Air Force replaced. If, how- 
ever, the stocks are not available in the Air Force stock and are avail- 
able in ours, we fill their requests, and conversely when we are out 
they fill ours, which are replaced by requisition. * * * 

Major General Weisz. Mr. Meader made a point I don’t think you 
have covered, Colonel Kay. The point is, Do we have the authority to 
go to any of the air bases in Japan and look at the shelves and see 
what is there? 

Colonel Kay. We don’t visit the Air Force. 


EDITING AIR FORCE REQUISITIONS 


Mr. Meaper. General, do you have the same authority to edit their 
requisitions that you do the Army requisitions ? 

Major General Werte. We have for editing; yes, based on troop 
strength. . 

Colonel Kay. We have edited their requisitions on troop strength. 
Their requisitions bear the same information as ours, such as the 
total they have on hand at their particular stations. However, the 
editing is done by their personnel at our depot unless the stock is 
not sufficient to cover their own requirements. We are interested only 
in the accounting. 

Mr. Meraper. Colonel Kay, I would like for you to answer the other 
question I asked Colonel Coe: Do you feel the Utopia has been reached 
in the elimination of duplication of common items in the standard- 
ization of specifications ? 

Colonel Kay. I don’t know what is in the mind of the people who 
review the regulations. 

Mr. Mraper. Do you have some specific items in mind ? 

Colonel Kay. No; I do not at this time. If I had time to study it, 
I might come up with something that I can go back and recommend. 
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Somebody else made a study before I did and had some previous ex- 
perience. If it were quite evident that there was a duplication we 
would report it. 


DEFECT IN MOTOR EQUIPMENT SPECIFICATIONS 


Mr. Meapver. You made some recommendations in that direction? 
Colonel Kay. My recommendations for the elimination of certain 
items have been furnished. My answer probably to one question was 
misunderstood. I was asked about the specifications we had received 
on certain items we had received in the United States that upon trial 
we found had not been exactly capable of doing the job. We 
have made the reports showing their lack of capability and asked 
for changes in the specifications of those particular items. That is 
true in motor equipment particularly. We are translating the ex- 
perience of the poanhat troops back to the procuring agents in Wash- 
ington. Many times in the field tests— tests in the United States are 
handled by experienced motor people while in the field motors are 
handled by any man that is passing at the moment. There are basic 
failures that show up in that treatment that we have made reports of. 
Mr. Meaprr. I have just one other question. Colonel Kay, what 
percentage of Quartermaster items are also in Navy S. & A. stocks? 
Colonel] Kay. I have no idea. I am not familiar with those stocks. 
We do receive some when it is possible under cross service conditions. 
Mr. Bonner. I understand you have a liaison section ? 


ARMY-NAVY CROSS SERVICING NOT ON PLANNED BASIS 


Colonel Kay. That is Air Force; not with the Navy. The Navy 
contacts us if they have a need for something we might have and we 
contact them when we need something they have. We do receive sup- 
port from them and they receive support from us, when it is possible. 

Mr. Bonner. You don’t have it on a planned basis? 

Colonel Kay. No, sir; we do not. 


STANDARDIZATION OF ARMY-NAVY SUPPLY ACCOUNTS 


Mr. Meaper. I suppose that standardization between the Quarter- 
master and Navy supply accounts still leave a little room for progress. 

Colonel Kay. I know we are gradually coming into consonance on 
laundry systems ,and things of that sort are gradually being tied to- 
gether, so I think there is definite progress being made there. How- 
ever, the answer to the previous question about parallel stocks. We 
supply the Navy entirely as I said before with all petroleum stocks. 

Mr. Mraper. Mr. Chairman, my other question I want to direct to 
General Weible. In stating requirements as the foundation for requisi- 
tioning from the ZI also for local procurement, how do you take into 
account the tactical operations? In other words, if you base your 
requirements merely upon experience you may have a period of 
great military activity and base your future requisitions and pro- 
curements during the period when you have relatively no activity. 
How do you get the word from the tactical strategic agency so that 
you can modify your requirements in the light of future expectations? 
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PLANNING SUPPLY TO MEET TACTICAL NEEDS 


Major General Werte. There are two different categories of items 
there: First is the one that is based on what might be considered a daily, 
weekly, monthly consumption basis. Those are constantly being 
reviewed and our forecast reflects that constant review. Of course, a 
forecast that is made for 6 months hence may be revised in the mean- 
time because of the added experience gained between now and the 
end of that 6 months’ period. But those are the items that, as I say, 
are consumed at a fairly daily rate, I mean a fairly steady daily rate, 
and we revise those consumption factors based on experience every 
month. Now, the other type of item—the one that may be used more, 
may be lost, destroyed, damaged, or eliminated by some revision in 
tactical operations is the hardest thing to predict in the forecast. 
We have to make certain assumptions. That type of item would be 
barbed wire for field fortifications; major items of Ordnance equip- 
ment that might be actually lost to the enemy because the position has 
been overrun. Those things are extremely difficult to forecast and I 
don’t think that under any circumstances could we be accurate. We 
have, however, made certain basic assumptions that certain things 
might happen over a period of time. Based on these factors and our 
previous experience with those same types of operations we try to figure 
what we should keep on hand. We don’t hit it 100 percent and prob- 
ably never will, but we do the best we can with the knowledge of 
what is contemplated by Eighth Army and United Nations Forces in 
Korea, as edited and modified by GHQ. 

Mr. Bonner. Colonel Kay, this subcommittee is concerned about the 
scattering of our natural mineral resources over the face of the earth, 
and we are concerned about the recovery of scrap, scrap that can be 
used. While you were in Korea what was your experience as to 

ilferage of scrap, battle scrap, and metals by the natives? What 
ocgnan of it and what effort has been made to bring it back to Japan 
or some other place of refabrication ? 


RECOVERY OF BATTLE SCRAP 


Colonel Kay. I observed that only from the rear area. A very con- 
siderable amount was returned to us and I know that particularly 
large amounts of Ordnance materials were returned, such as shel] 
cases, cases in which shells are transported and other items that were 
critical during the period that I was there. That was from July until 
December. We were undermanned to a great extent and we would 
have to call for those things that were in short supply, oil drums, for 
instance. When we would get requirements for oil drums, we would 
notify all of the forward areas and ask them to make every effort to 
return the oil drums to us, and they would be forthcoming. From 
the amount of scrap that was available to us at that time, I believe that 
the amounts returned were certainly reasonable considering assump- 
tions as to what should be returned. 

Mr. Bonner. General Heiss, what was your experience about that 

Brigadier General Hetss. General Heiss, Ordnance officer, JLC. I 
toured the front last April and while it is true that during the period 
from the start of operations until about last February, circumstances 
were such that very little effort could be made to recover scrap and 
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damaged equipment. During my first visit over there last January, 
you could see a lot of it alongside the road. After February, con- 
certed effort was made to collect vehicles and weapons that had been 
shot up. They have made wonderful progress and we have gotten 
a lot of it back here and put it through the shops, one of which you 
saw today, and put it back in condition again. All cartridge cases 
are being collected now, and are sent to the United States. They are 
being loaded directly from Pusan and Inchon and being sent to the 
United States. It is true that there is probably still a lot to be col- 
lected but concerted effort is being made and I think they are doing a 
very creditable job. 

Mr. Bonner. Are we getting cooperation from the Korean natives? 

Brigadier General Heiss. That I am not in a position to say. I am 
sure that if a Korean found a tank and if he wanted something out of 
it and no one was there, he would probably take it. On the other 
hand, I feel that a good part of it is coming back. I have noticed 
that we have a lot of guards now and there are salvage people out 
there whose job it is to salvage the stuff as soon as we recover it. 

Mr. Bonner. Now, Mr. Dorn has a question. 

Mr. Dorn. I would like to ask one question. I flew over the 187 
drop zone last spring. What efforts are being made to salvage some 
of the things that they dropped there after they moved on? 

Brigadier Genera] ALkrre. The majority of the salvage, particularly 
the salvage by the Army, is routed back to stocks. Salvage by the 
Army is critical here. They have been critical the last 4 months. In 
fact, we have been so short of parachutes that we had to recover them 
and use them again. 

Mr. Lantarr. General Weible, I am completely ignorant on this. 
Under what staff section is the salvage program being conducted, I 
mean the scrap-recovery program. 

Major General Wersie. The disposition of scrap is under the 
Quartermaster. It has the salvage operation. The collection of it is 
everybody’s business. 

Mr. Lanvrarr. The command’s? 

Major General Wetstr. That’s correct. The Quartermaster ad- 
ministratively heads up the program. Every bit collected here in 
Japan must be turned over to the Quartermaster and he disposes of 
it under regulations from Washington. 


ENGINEER REBUILD OPERATIONS 


Mr. Brownson. I went with Colonel Coe this morning and we spent 
most of our time at plant 9 of the engineer rebuild program of the 
Yokohama Engineer Depot. The contrast here was very marked com- 
pared with what we have seen in the States, in the Atlanta General 
Depot. In the first place, here they seem to successfully work out a 
contract with this plant in an occupied area. That plant is under a 
civilian works manager using Japanese supervisors with the minimum 
of military personnel. They are doing a tremendous job reworking the 
equipment that has been rolled up from Okinawa and some of the island 
areas. They are doing a remarkable rebuild job. It is amazing the sav- 
ing that they are making there. They told me that 92 percent of the 
engineering rebuilt equipment goes out as units. In other words there 
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is only 8 percent loss through cannibalization. I would also like to 
point out that the Yokohama Engineer Depot is commanded by Col. 
Miles M. Dawson who is a colonel of the Corps of Engineers. Up to 
the time he came over here he was the Army’s representative on the 
Munitions Board Cataloging Group. 

They have right here in the command, a man who is an expert on 
standardization and on cataloging. I would like to ask Colonel Coe 
a few questions. Colonel, the Engineer Corps is the largest user of 
iron and steel products of all the technical services; is that right 

Colonel Cor. That is correct, sir. 

Mr. Brownson. Will you give me a rundown of the quantities of 
iron and steel which you have been able to secure locally here in Japan 
to support your Korean program. 


IRON AND STEEL OBTAINED IN JAPAN 


Colonel Cor. We have shipped to Korea since the operation started 
65,000 tons of rolled steel shapes of which 89 percent were rolled in 
Japan. 

Mr. Brownson. That is 89 percent of the total rolled steel shapes 
used in Korea ¢ 

Colonel Cor. Yes, sir. 

Mr. Brownson. These rolled steel shapes are primarily used for 
what ! 

Colonel Cor. For the bridge construction program. 

Mr. Brownson. Has that bridge construction program in Korea 
been a heavy one? 

Colonel Cor. Yes, sir, it has. In magnitude, in extent, and in the 
capacity of the bridges built it exceeds our experience in Europe and 
had to exceed our experiences in Europe because of the very extensive 
destruction of bridges in Korea, far beyond previous experience, the 
heavy weight of the materials we have moved, and also the almost total 
lack of Jocal resources in Korea. 

Mr. Brownson. What facilities are there here in Japan for the pro- 
duction of structural steel ? 

Colonel Cor. There is only one plant in Japan which can roll any 
shape as large as a 4-inch angle. We are totally dependent upon that 
one plant for all our rolled steel. 

Mr. Brownson. What percentage of that plant’s output do you 
utilize ? 

Colonel Cor. About two-thirds is used for our requirements to sup- 
port Korea. 

Mr. Brownson. The reason I asked that question is because of the 
subcommittee’s interest in scrap. There was reported a considerable 
supply of scrap within Japan and I want to bring the point out very 
clearly that Japan is contributing significantly to our iron and steel 
effort. How about the nonferrous metals ? 

Colonel Cor. As for nonferrous metals our requirements are inci- 
dental but also found by recovery of scrap and reuse of scrap. At 
plant 9 where we were this morning they have installed a small foun- 
dry and are using brass and bronze scrap and are replacing bearing 
and bushings of our large cranes by that recovery from our nonferrous 
scrap. 
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Mr. Brownson. You are, in other words, collecting your own non- 
ferrous scrap and recasting and utilizing it so that it is quite natural 
that your operations here would not be productive of noneferrous 
metals for shipment back to the United States. What progress is 
being made in the Federal specification that you were speaking of? 
Do you feel that you are geting any reaction out here in the field 

Colonel Cor. In the field I think our knowledge of current progress 
on Federal specifications is rather meager except as we use them in 
local procurement or adopt them in local procurement. Our imme- 
diate interests is rather sketchy. I personally have been out of the 
States 2 years and cannot claim to be up to date on the standardiza- 
tion of specifications. 


ENGINEER MANUFACTURING PLANTS 


Mr. Brownson. You have, as I understand, 17 manufacturing 
plants under Yokohama Engineer Depot. Is that correct ? 

Colonel Cor. Yes, sir: we have 17 operating contracting plants. 

Mr. Brownson. Those plants are run by Japanese civilians? 

Colonel Cor. By Japanese contractors, using Japanese employees 
under limited supervision by a force of United States military and 
civilian supervisors. 

Mr. Brownson. How many military personnel do you have at plant 
9 which we visited this morning? 

Colonel Cor. We have 1 oflicer, 20 enlisted men, and 2 civilians, 
if I remember correctly. 

Mr. Brownson. How many Japanese nationals are employed at 
that plant, do you know? 

Colonel Cor. I didn’t write down the figure this morning, but I 
think we have something in the neighborhood of 1200. Id like to 
correct my figures. We have 1 officer, 20 enlisted men, 5 civilians, and 
1,800 Japanese nationals. 

Mr. Brownson. How many pieces of engineer heavy equipment 
have you repaired? I think you said something about 3,700 this 
morning. 

Colonel Cor. That was the total from that plant since the plant 
went into operation on our contracts. Our total number of pieces of 
equipment repaired ranges in the neighborhood of five to six thousand 
a month, of which approximately 1,200 items per month are mechanical 
items, sufficiently major in nature so that we classify them as industrial 
machinery. 

Mr. Brownson. In connection with our feeling about surplus in 
the States, I would be very interested in your recapping briefly what 
you told me about the 4-inch and 6-inch pipes that you have been 
able to reclaim over here. Similar pipes in the United States were 
declared unsalable in the United States by War Assets. 


NEED FOR PIPELINE EQUIPMENT IN KOREA 


Colonel Cor. We have been in a very difficult position ever since 
the Korean operation started to provide pipes and pipeline equip 
ment for the distribution of petroleum products to airfield and Army 
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bases in Korea. We have filled the demands with respect to pipes 
and tanks primarily by rehabilitation of left-over roll-up petroleum 
pipeline equipment which we had in the Far East Command. ‘The 
condition of that equipment was such that I personally did not be~ 
lieve that it was worth repairing. I had seen in the United States a 
large quantity of the same items declared excess to Army requirements 
after the war. The War Assets Administration attempted to dispose 
of it as not worth rehabilitation. I had seen a large quantity of 
similar pipeline equipment declared surplus in the United States and 
declined by prospective purchasers to whom War Assets had offered 
it in an attempt to dispose of it as not being worth rehabilitation and 
reuse. The pipeline equipment we had was in a decidedly worse con- 
dition than that. We are rehabilitating it with negligible rejection 
after subjecting the pipe to a pressure test of three times its designed 
load. We are being assisted materially in that operation by a petro- 
leum distribution company which comes from the affiliated reserve. 


SUPPLY OF UNITED NATIONS TROOPS 


Mr. Brownson. I would now like to ask Colonel Kay one ques- 
tion. In your remarks earlier in the briefing, you stated that the 
United Nations troops were being supplied with items from your 
quartermaster depots at Pusan on the basis of the part to which they 
are entitled. I am crrious about how requirements are set up for the 
quartermaster items for United Nations troops. 

Colonel Kay. They are furnished for all troops other than the 
tepublic of Korea troops and the British Commonwealth. The 
British Commonwealth set up their own food supply, I believe, their 
own foodstuff, with the exception of perishable items which we do 
furnish the British. For the Republic of Korea we furnish only 
those requirements established by GHQ and for which we have pro- 
curement responsibility. 

Mr. Brownson. But we supply the other United Nations troops 
with everything? 

Colonel Kay. Yes, just as the American troops. No differentiation. 

Mr. Lanrarr. What financial arrangements are mede in connec- 
tion with our supplies to these other forces? Are all the transactions 
reported and claimed on the Department of the Army level? 

Mr. Brownson. That will be something we have to develop in 
Washington. 

Major General Weisir. All we have is the reporting function in 
that regard. 

Colonel Kay. I would like to answer the question about the nonfer- 
rous scrap. We do ship to the United States all nonferrous scrap over 
and above the amounts that are required for reuse and we have con- 
tinued to make those shipments and we have some on hand. 

Mr. Brownson. I think we might ask the Ordnance general : Do you 
develop nonferrous scrap over and above your own use? 

Brigadier General Hetss. Yes; we do. In Japan itself relatively 
very little. Inthe Korean ammunition field we develop vast quantities 
which are being collected and are being sent back to the zone of 
interior. 
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Mr. Brownson. You turn that over to the quartermaster, don’t you? 

Brigadier General Hetss. That is turned over to the quartermaster 
and is shipped by them back to the States. 

Mr. Brownson. If Colonel Coe ran out of the reclaimed brass for 
the gears he is recasting or other work he is doing in his foundry, the 
quartermaster, Colonel Kay, would supply him with the requirement 
that he needs with this other brass. Is that right? 

Colonel Kay. That is correct, sir. We have done and we will con- 
tinue to do that. 

Mr. Bonner. I would like Mr. Ward to make a statement as to our 
visit with General Heiss this morning on the rehabilitation plant for 
automotive equipment, automobiles, and so forth. Mr. Ward. 

Mr. Warp. | will make this very short. It is a very interesting and 
profitable operation that we saw this morning. Many millions of dol- 
lars’ worth of equipment that seem to be in a very bad state of condition 
is reclaimed and made usable again for the Korean theater, and at a 
very low cost. It was very revealing to see the way the people were 
working there. They were really bearing down and doing a wonderful 
job and also the extent to which the management has really reclaimed 
this property. There are two or three questions that I would like to get 
into the record, if I could. They are of a statistical nature. General 
Heiss, we would like to know about the number of items that they have 
in Ordnance, that is, the total items. We would also like that from 
the other technical services. 

Brigadier General Heiss. Mr. Ward, if you will give me the notes 
I gave you I will read them for the record. 

Mr. Warp. I want to get the information from the other technical 
services. We would like to know what depots each of the technical 
services has. If any of this information is classified, why, drop it. 
For the depots, let us know the number of square feet, the number of 
line items and the classes of items that are in them. 

Brigadier General Hetss. He has that, I think. 

Mr. Warp. We have that from Ordnance. 

Major General Weisie. We want to get it from all the other techni- 
cal services. You gentlemen involved make a note of it. 

Mr. Warp. That will be made a part of the record. If someone will 
have that typed we can take it just before we leave. I want to ask 
this question also: Do the services have uniform stock records? 

Colonel Rarupone. I can’t speak for the Air Force comptroller. 

Mr. Warp. I mean for the technical services. 

Colonel Ratusone. The stock record is approximately a common 
system throughout the Army. We are under the same regulations as 
the Stateside operations with respect to accounting for the property. 

Mr. Warp. Thank you. 

Brigadier General Hetss. I would like to make one amendment to 
Colonel Rathbone’s statement. We are placing the Ordnance stock 
record system on the IBM machine over here while some of them are 
being done manually in some of the other services. 

Mr. Warp. Does Quartermaster do reclamation of shoes and cloth- 
ing for the Navy? 

Colonel Kay. No, sir, we do not. 

Mr. Warp. Just for yourself and the Air Force. 
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SINGLE SERVICE MEDICAL TEST AT ALAMEDA 


Colonel Kay. Yes. 

Mr. Warp. I want to make a brief statement about medical supplies 
because this subcommittee has studied that problem intensively and 
Secretary Lovett has promised the subcommittee that he will insti- 
tute studies to see if one service, that is, one department, could serve 
all departments with respect to certain types of common items such as 
medical. ‘The first study is being made in medical supplies and the 
Sixth Army Area is going to start in to conduct that experiment where- 
in they will get the medical supplies and the equipment and issue them 
to all of the military agencies that draw from that area. That will be 
the Army, Navy, and Air Force. It is an interesting experiment and 
there are a number of other common classes that will follow along 
later as soon as they can get the task force organized in the Pentagon 
to pursue that type of endeavor. There is one further question that 
I wanted to ask in connection with the 9,600 motor vehicles. Is it cor- 
rect that it would take 25,000 American personnel to carry on the pro- 
gram that is now being done by 17,000 indigenous personnel ? 

Major General Werte. 173000 indigenous plus 800 military per- 
sonnel. In other words, the numbers are approximately equal. 

Mr. Warp. That will be 17,800 as opposed to 25,000? 

Major General Werrste. You must take into consideration the 
amount of overhead expense in the military field. 

Mr. Warp. One other question on the table of allowance for equip- 
ment here. Is that applicable to only this theater or are they world- 
wide? 

Major General Werte. The table of allowance that we use is subject 
to constant revision for our own use. The tables of allowance for a 
table of organization unit are the same world-wide. But where we go 
to the table of distribution unit we make up a special table of distribu- 
tion for that unit, and it is more or less made to fit the locality and to 
fit the mission of the unit. 

Mr. Warp. Colonel Coe, did you mean to say that there is no du- 
plication between the technical services, that no further improve- 
ment with respect to that could be made, or were you talking just about 
end items? 

Colonel Cor. Yes, sir; I was talking about end items. Only end 
items have been within the scope of the work in which we have at- 
tempted to collect the items in the one service, and repair of parts for 
end items. They generally must be procured by the service responsible 
for the end items. 


DUPLICATION OF COMPONENT PARTS AMONG TECH NICAL SERVICES 


Mr. Warp. There would be some duplication as far as component 
parts are concerned. Each one would have stocks of those ? 

Colonel Cor. In certain parts; yes. Certain items would be com- 
mon, like automotive engines and Diesel engines. In those fields we 
would rely upon understanding and coordination. 

Mr. Warp. How about the hardware items as between, say, Quarter- 
master, Engineers, and Ordnance. Don’t they have some duplication 
of items there? 
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Colonel Cor. The term “hardware” is a little broad. 

Mr. Warp. Take common tools and hand tools. 

Colonel Cor. On tools I think most of us believe that consolidation 
of end tools into a single service has been overdone rather than under- 
done. 

Mr. Warp. Thank you very much. 

Mr. Bonner. General Heiss, I was greatly impressed with our visit 
with you this morning, Mr. Ward and myself. Will you give the com- 
mittee a statement as to the operation of the plants which we visited. 
Is the plant similar to that plant that Mr. Brownson visited? And 
particularly I would like for you to include the statement of the 
incentive system which you work on there. 


ORDNANCE ACTIVITIES IN JAPAN 


Brigadier General Hetss. In accomplishing the ordnance mission in 
Japan, we have 26 installations, that is, shops and depots, and in addi- 
tion to that two light aircraft field maintenance units. Ordnance in 
JLC does a number of things as the other technical services do that are 
not normally contemplated being done-in the zone of communications. 
That is the rebuild of the vast quantities of surplus material which 
was rolled up from the Pacific after World War II. Also because of 
the distance from the States in both time and actual distance, that does 
not give us the expeditious and timely delivery of spare parts. To 
handle this roll-up job we procured in Japan or manufactured in our 
own installations a large number of spare parts to support the opera- 
tion. We have one large armament depot. We did not visit that sail 
today. * * * Now, I do not mean that we have added that by our 
work in the depot. It is the value of what we have rebuilt, and I think 
it is fair to construe it as being $600,000,000 savings to the American 
taxpayer. If we did not have that operation we would have to supply 
that material from the United States. We also have a plant that can 
entirely break down and disassemble to the last nut, bolt, and washer 
of general purpose vehicles. That is the one that I had hoped you 
would visit. The engines, the transmissions, the axles, and the steering 
gears, plus the accessories, such as generators from that plant are sent 
to another plant, the Tokyo Engineering Works ordnance shops, 
through which I had the pleasure of escorting the chairman today. 

That plant employs about 7,000 Japanese workers. We have : 
staff of about 15 American officers and about 25 American civilians, 
and, if my memory serves me correctly, about 75 enlisted men at the 
plant today. The enlisted men are largely used to handle parts sup- 
ply. We completely tear down every piece of equipment that goes 
in there, put it through mass production line where it is cleaned, 
gaged, inspected, and if at all possible, built up to serviceable use again 
and reassembled, tested, and then sent back to the first plant I spoke 
about, where it is reassembled into new vehicle parts. Part of the 
output of the plant (Tokyo Engineering Works) goes to Korea to 
replace engines, axles, or transmissions which may have become un- 
serviceable over there, and which are needed there to place vehicles 
back in serviceable condition. From the start of the Korea operation 
in June 1950 to the 30th of September of this year, we had processed 
through that plant some 310,000 engines, transmissions, and axies. 
Does that give the picture that you want, sir? 
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Mr. Bonner. You didn’t tell about the incentive program. They 
have a program at these plants, gentlemen, as I understand it, these 
workmen would produce so much and then if they produce additional 
results they would get paid higher and higher as the result increases. 

Brigadier General Heiss. That is right, and I may state also that 
we do a lot of things at that plant as well as other plants in Japan 
because of the cheapness of the Japanese labor that would not be 
economical to do in the United States. They have a base pay. 

Mr. Bonner. We saw automobiles, gentlemen, and other equipment 
that you see discarded in ordinary depots. They have taken them, 
dismantled them, rebuilding the parts that are worn and need re- 
building, putting them back together, and sending them out. It is 
quite a fine job they are doing, and I want to compliment you and 
your staff on what is being done there. 

Brigadier General Heiss. Thank you very much, sir. 

Mr. Bonner. Do you have any questions, Mr. Lantaff? 

Mr. Lantarr. A moment ago I mentioned that it was my conclusion 
that the Air Force has now taken over all of its own supplies with 
the exception of POL and class I subsistence items. Am I correct 
in assuming that the Air Force contemplates taking over the procure- 
ment, distribution, and issue of all administrative supplies as well, 
including desks, typewriters, chairs, paper, carbon paper, and pencils? 

Colonel Kay. I can’t say, sir. The stocks we have have been supple- 
mented and it was contemplated that. those items would be transferred 
to the other depots if and when the stocks are available. However, 
that has been held up. 

Mr. Lanrarr. I mean this arrangement between the Air Force 
and the Army extends even down to carbon paper and pencils. Is 
that right ¢ 

Colonel Kay. Extends to all types of items; yes, sir. 

Mr. Brownson. I would like to ask Colonel Kay without being 
in any way classified, what is the proportionate use of POL items 
used by the Air Forces and the Ground Forces? Do you have any 
idea ¢ 

Colonel Kay. I don’t have that information. I would have to de- 
velop that. I can get it. 

Mr. Brownson. I would like to have General Weible or anyone 
he may desire to answer this question. Where does the property ac- 
countability drop as the property moves toward the front lines? 


PROPERTY ACCOUNTABILITY UP TO KOREA 


Major General Weistr. Formal property accounting does not cease 
until it reaches Korea. Stock control still exists in the depots in 
Korea. Can any of you gentlemen who have been over there tell me 
exactly where, toward the front lines, the accountability ceases? 

Brigadier General Heiss. I don’t think that there is any beyond 
the base depots. I may state that the responsibility still exists but 
the accountability, as I understand it, drops. 

Mr. Brownson. Thank you very much, General Heiss. 

Major General Werte. Let me modify that slightly. Certain 
inajor items of equipment that we keep tabs pretty much on, such 
items as tanks, artillery, and so forth. We've got to keep track of 
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those items because the supply of them is not plentiful ; so, even though 
they are not on accountable records, we do know where they are and 
how many there are. 

Brigadier General Heiss. I may amplify that. I have a record in 
the Ordnance office of every major weapon that is in Korea, and we 
get the reports back in cases of battle losses and so forth. So, on 
major items of Ordnance equipment as well as vehicles, we do know 
what is over there and what units they are with. 

Mr. Brownson. General, isn’t that a change in property accounting 
system since World War IT? 

Brigadier General Hetss. No, sir; to carry on our activities and to 
make predictions, if someone raised the question sometime back, of 
future needs, we have to know that. I have to know how many 105 
howitzers that are over there in the hands of the units to predict what 
ammunition we need. No, sir; that is a standard practice. 

Mr. Brownson. How does that work for Quartermaster items? 
On Quartermaster items, is the same procedure generally true? 

Colonel Kay. Yes, sir; that is true. 

Mr. Brownson. In the rear of the field army, do you have any 
major items on which you keep the accountability records ? 

Colonel Kay. We do have items such as bath units, mobile laundry, 
and items of that sort. We do have to do that. 

Mr. Bonner. Mr. Kennedy, counsel for the committee. 

Mr. Kennepy. I should like to address a question to General Weible. 
Sometime back you spoke of common-use items, and coordination of 
inventories of stock. At what point in the Japan Logistical Com- 
mand do you coordinate these inventories; if so, do you have the 
power to transfer excesses from one technical service to another? 
In other words, do you operate at this level in any measure comparable 
to the Army Service Forces of World War IT? 


INVENTORY LEVELS AND TRANSFER OF EXCESS 


Major General Write. Yes: comparable to it. We have separate 
inventories and accountable officers at every post. camp, and station 
and every one of our major installations. We can find out at any time 
just what they have on hand. We can control the excesses at one 
place by ordering them shipped back to the depot for reissue to Korea. 
We do that constantly. As a matter of fact, we had to scrape up at 
practically every post, camp, and station, every bit of the property 
they had in the early days of the Korean war in order to supply Korea. 

Mr. Kennepy. Have any defects been noted in this command on 
oversea packaging? The Committee on Expenditures has a subcom- 
mittee other than this one which is interested in oversea packaging. 
For their information, could we have a brief run-down on that sub- 
ject? Have you had any experience in that regard ¢ 


DEFECTS IN PACKAGING 


Colonel Cor. Yes; we have had instances, not only of bad packaging 
and failure to conform to the standards set by the packaging com- 
mittees but also some failures of the packaging according to the new 
standards. In each such case full information has been sent to Wash- 
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ington for incorporation into the improvement work of the pack- 
aging committee and also we have developed packaging in Japan on 
our own in many cases and submitted in detail all of our ideas and all 
of our successes as well as our failures. 

Mr. Kennepy. What is the extent of your repackaging program 
here in Japan? Is it sizable? 

Colonel Cor. I would say not sizable. It is considerable mainly 
because of the necessity to replace old packages which have served 
their purpose in getting the supplies to us or holding them in storage 
during the time that they were in storage before they got to us. 

Mr. Kennepy. On this oversea packaging phase, has there been 
experience for comment in any of the technical services? This in- 
formation was requested by the Congressman from Connecticut, Hon. 
John A. McGuire, who has been in receipt of several letters from 
officers in Korea to the effect that boxes of materials and ammunition 
have been received at the front and upon being opened the contents 
turned out to be items other than which the label called for or what 
the package was originally set up for. What has been your experience 
along this line? 

Major General Werpte. May I answer that? I think that you will 
probably find that there were a number of instances of that sort in 
the early days of the operation because many of the depot stocks were 
shipped in packages that had previously come up from the southern 
islands of the Pacific. They were accepted at the face value, but when 
they were shipped over there to Korea they were found to contain 
other things than that which the container listed. Now, recently, I 
believe that you will find that would not be true. Everything is being 
pretty thoroughly checked. Everything is checked to see that every 
package is containing what it is supposed to contain. That is in a 
general way. You will find instances in every technical service of 
specific examples. I feel sure that most of that occurred very early in 
the operations and probably extended through the fall months of a 
year ago. 

Mr. Kennepy. The letters to which I was referring, General, were 
brought to our attention recently and carried the dates of not more 
than 2 months ago. 

Major General Wetstr. May I say this about some of the letters that 
vou get from the front: They are not always reporting an incident 
that just happened. They are reporting a series of incidents that 
might have happened over a period of 10 months, and we have run 
down complaints of that sort and found out that many times that the 
conditions had already been corrected and improved, and this fellow 
was Just talking about something that had happened about a month 
ago. I won’t say that that is true in these particular cases, of course, 
because I don’t know. 

Mr. Kennepy. Thank you, General. 

Mr. Bonner. Gentlemen, I have here a Department of Defense 
directive dated July 17, 1951, and it is signed by Mr. Lovett. It di- 
rects that study should be given to the feasibility of assigning to a 
single military department the responsibility for procurement, distri- 
bution, including depot storage and issue of common items of supply 
and equipment and depot maintenance of such equipment. Do you 
gentlemen all have this directive, a copy of it? 
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Major General Werste. No; I don’t have. Has anyone in the room 
a copy of that? What is the date on that ? 

Mr. Bonner. July 17, 1951, No. 250.01-1. 

Major General Werstr. You will probably find by the distribution 
whether or not we were supposed to get a copy of it. It might well be 
that we weren’t supposed to get a copy of it. 

Mr. Bonner. The comittee wishes to know whether this directive 
ever went out of the Pentagon? We haven’t found out in the field 
whether the directive got out in the first place. It has been interesting 
in our field studies with troops of this kind to learn from high-ranking 
officers that directives are never called to their attention and never 
seem to get beyond the Pentagon Building. 

Mr. Roback, have you any questions’ Mr. Roback is a member of 
the staff. 

Mr. Ropack. General, what is the rationale of setting up a single 
procurement service rather than a single assignment to one of the 
existing services ? 


REASONS FOR SETTING UP JAPANESE LOGISTICS COMMAND 


Major General Werete. Well, of course, here we have a single pro- 
curement agency, as Colonel Gold pointed out to you. We have only 
one. 

Mr. Rosack. Why wasn’t that function delegated to one of the 
services ? 

Major General Werte. For the reasons he indicated. In the first 
place, it takes less personnel to have it in all one place. In the second 
place, we haven’t got the qualified personnel to be able to establish 
it in all the technical services; and, in the third place, there is economy 
in dealing with the Japanese businessmen and removing competition 
bet ween the technical services. 

Mr. Ropackx. You misunderstand the question, General. Why 
doesn’t Quartermaster handle that function? What is the theory of 
setting up a separate procurement service rather than delegating the 
entire function to one of the services ? 

Major General Wetste. Because the result would be the same. We 
walld have to put that personnel within one of the services because 
the quartermaster himself, for example, and his people are not quali- 
fied to procure engineer items, for instance, according to the specifica- 
tions of the items that you need here. Another reason is that I can 
have him right under my thumb. 


USE OF MILITARY VEHICLES IN OCCUPATION TASKS 


Mr. Ropackx. With regard to the 9,600 vehicles which are used for 
administrative purposes, is that situation not analogous to the use of 
indigenous personnel; why could you not use indigenous vehicles for 
a large part of these operations? These vehicles are carrying a lot 
of rubber valuable for combat duty. 

Major General Werte. We have made recommendations to GHQ 
with reference to the use of locally procured vehicles but so far the 
old roll-up has been able to take care of us at a lesser cost than the new 
vehicles. Am I correct on that, General Heiss? 
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Brigadier General Heiss. That is correct. We rebuild a 214-ton 
truck for about $1,600, including rubber and everything else. A Japa- 
nese truck is capable of carrying only one-half of that load. ux 
last price that we obtained for it was in excess of $3,000. If I 
may further clarify that a bit, there is a project under way to 
send over from the States standard types of vehicles for administra- 
tive purposes to replace tactical vehicles that we have in use at the 
present time over here. 

Mr. Rosackx. With regard to the roll-up program, General, when 
was the directive issued to undertake that program ? 

Major General Wetste. I think the historical record shows that 
this rebuild or rehabilitation program actually started back in 1948. 

Brigadier General Hetss. That’s right. I think back in 1948 is 
when it started ; it was on a very experimental scale and was gradually 
improved until the Korean war made it necessary that we rebuild and 
improve it and speed it up very considerably. 


ALLOCATION OF ROLL-UP DUTIES 


Mr. Rogsack. Who’s responsible for the policing up of the material, 
and how was it distributed among the different services ? 

Major General Werete. The responsibility for policing up of the ma- 
terials was that of the Far East Command because they have been in 
constant command here in the Pacific all the way through. So GHQ 
was responsible for seeing that that roll-up came into Japan. On the 
allocation between the services I will have to ask for information. Did 
we get any initial allocation between the services on the general- 
purpose vehicles, for instance? 

Brigadier General Heiss. Between the Air Force or Army? Within 
the services the service is charged. For instance, the Ordnance De- 
partment has the responsibility for weapons and general-purpose 
vehicles, and everything concerned with general-purpose vehicles is 
turned in to Ordnance. The engineer is charged with construction 
equipment; that wenttothem. Ifthey found general-purpose vehicles 
or armament, they turned them over to Ordnance. Between the Air 
Force and the Army at the time that this thing started, the Air Force 
had an equity in this mass, we will say, of almost junk, to be rather 
frank about it. Since that time we have tried wherever conditions 
allowed us, as we rebuild this material, to give the Air Forces credit 
for their proportion of the vehicles that came out in comparison with 
the original equity in the supplies that came in. However, there were 
times that the tactical situation was such that if Eighth Army needed 
vehicles for both their proportions we took them from the Air Force 
and they went for that purpose, and at the times the Air Force needed 
we dug into the Army’s equity and gave it to the Air Force. 

Mr. Rosackx. What is the volume or the percentage of shipments 
that are made to Korea directly from the ZI, as compared to reship- 
ments from Japan ? 

Major General Wristr. Have we got any tonnage figures on that? 

Voice. We have some, but they are not immediately available. 

Colonel Newton. Colonel Newton, G4 Section. Approximately 40 
percent. 
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ENGINEER REQUISITIONS NOT DISALLOWED 


Mr. Ropack. This question is directed to the engineers. What has 
been your experience with regard to any disallowance on your req- 
uisitions by the overseas supply service in the zone of the interior? 

Colonel Coz. On disallowance by the Overseas Supply Division ? 

Mr. Rozacx. We found by talking to the OSD people in New York 
with regard to the European theater that they computed a money value 
of disallowance ranging between 25 and 40 percent in the engineer 
service over a period ‘of time. 

Colonel Cor. The Overseas Supply Division is not stopping the 
engineer requisitions support for Korea if they do not have sullicient 
justification on hand. The requisitions are approved and submitted 
to the Chief of Engineers, who takes appropriate action. Does that 
answer the question ? 

Mr. Ropackx. No; I don’t think it fully answers it. How much 
dollarwise—do you have that in figures as to how much in money value 
you have not received from the zone of the interior? That is, the 
reduction, by editing, of requisitions sent in by the engineers. 

Colonel Cor. The reduction by editing as far as the department of 
engineers is concerned is not a real problem. Whether or not the ZI 
produces the supplies in time for us is a real problem, of course. I 
have very little editing out in San Francisco. If they do find it justi- 
fied, they pass it to the Chief of Engineers for action. 

Mr. Rosack. I wish you would clarify this point, General, with 
regard to the determination of the excesses in any one of the given 
services. Are those excesses related to requisitions, or are those requi- 
sitions sent in by the services independently according to the time and 
stockage factors. 

Major General Werete. When you say “services,” now, are you 
thinking of the three armed services ? 

Mr. Rozacx. I am talking about the technical services. 

Major General Weieiz. Are you talking about the editing in the 
States or the editing by us? 

Mr. Ropack. The question is, when a requisition is made for pro- 
curement and goes through channels, what is the relationship between 
those requisitions and the availability of excesses among the services? 


RELATION BETWEEN REQUISITIONS AND EXCESSES 


Major General Weinte. Right here in Japan there is very close 
coordination. All of that must pass through our G-4, either in report- 
ing the excesses or determining whether or not those excesses can be 
applied to somebody else’s requirements. 

Mr. Rosack. Mr. Bonner and I were informed by Colonel Dial, and 
the impression I got with regard to requisitions by the Transporta- 
tion Corps was that those requisitions are sent in according to the 
level of stocks and the time factors under which they operate. They 
don’t have the time nor do they relate those requisitions to the avail- 
ability of excesses within the command. 

Colonel Mansrieitp. Colonel Mansfield, acting transportation of- 
ficer. The excess program to which Mr. Roback is referring is the 
department project by which as soon as any of the depots have com- 
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pleted their inventories as a result of the roll-up they determine that 
certain of those supplies are excess to authorized stock levels. Those 
excesses are then reported up through G—4 channels and the lists of 
those items are made available to all other supply agencies. Now, 
the point that was made by Colonel Dial this morning was that his 
requisitions to the zone of the interior are not checked against what 
may exist in the excess list in the other services, and it was for this 
reason that the excess listing for the other services will have to be 
made available in such a manner that excesses that could have been 
used to raise his stock levels will already be on the cards prior to 
the time that his stock-management section constructs the requisition 
to bring the stock levels back up to authorized strength. 

Major General Weiser. The point is that he does not make his 
requisitions out until he knows whether or not he can get it from 
these other excesses. 

Mr. Ropack. One final question, Mr. Chairman, on the ownership 
of rolling stock in Korea supplied by the Army. 

Major General Werste. I don’t know the answer to that question. 
We have procured much rolling stock for the railways in Korea. 
Whether or not that has been turned over to the Korean Government 
or whether it is retained on the Army records in Korea, I am not sure, 
but we will find the answer to that question and give it to you. Mans- 
field, will you check on that for me ? 

Colonel Mansrievp. Right, sir. 

Mr. Bonner. Mr. Meader. 


SOURCE OF ROLL-UP MATERIAL 


Mr. Meaper. General Heiss, I just want to ask you about the source 
of this roll-up material. Is that all Army-owned material or have 
you brought some back from the Philippines or some from the Chinese 
that we gave them ? 

Brigadier General Hetss. We bought none. We brought from the 
Philippines the roll-up that belonged to us. 

Mr. Brapte. You have purchased none of that? 

Brigadier General Hetss. No, sir. 

Mr. Lanrarr. In that connection, is it true that the Japanese Goy- 
ernment gave back to the Army many surplus items that the Quarter- 
master reclaimed ? 

Colonel Kay. Colonel Kay, Quartermaster. Yes, sir. There were 
about two groups of roll-up stocks that had been turned over to the 
Japanese for their use. Incentive goods had been shipped to the 
Japanese at a paper transaction cost. For some reason the Japanese 
use very little of that stuff and when the Korean trouble broke out the 
stuff that had been given to the Japanese was returned to us without 
cost, we paying only for the warehouse loading charge to get it out of 
the warehouse. There was no purchase of it. It was merely a return 
of the stuff that had been turned over. 

Mr. Bonner. Gentlemen, on behalf of the subcommittee, I want to 
express our appreciation for your cooperation, and I again want to 
say that no questions have been asked in the spirit of criticism. It is 
only in the spirit of cooperation that we come out here and take our 
time from other things that we might like to be doing at home, to see if 
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ENGINEER REQUISITIONS NOT DISALLOWED 


Mr. Rowacx. This question is directed to the engineers. What has 
been your experience with regard to any disallowance on your req- 
uisitions by the overseas supply service in the zone of the interior? 

Colonel Cor. On disallowance by the Overseas Supply Division ? 

Mr. Rozack. We found by talking to the OSD people in New York 
with regard to the European theater that they computed a money value 
of disallowance ranging between 25 and 40 percent in the engineer 
service over a period of time. 

Colonel Cor. The Overseas Supply Division is not stopping the 
engineer requisitions support for Korea if they do not have sullicient 
justific ation on hand. The requisitions are approved and submitted 
to the Chief of Engineers, who takes appropriate action. Does that 
answer the question ? 

Mr. Rosackx. No: I don’t think it fully answers it. How much 
dollarwise—do you have that in figures as to how much in money value 
you have not received from the zone of the interior? That i is, the 
reduction, by editing, of requisitions sent in by the engineers. 

Colonel Cor. The reduction by editing as far as the department of 
engineers is concerned is not a real problem. Whether or not the ZI 
produces the supplies in time for us is a real problem, of course. I 
have very little editing out in San Francisco. If they do find it justi- 
fied, they pass it to the Chief of Engineers for action. 

Mr. Rosack. I wish you would clarify this point, General, with 
regard to the determination of the excesses in any one of the given 
services. Are those excesses related to requisitions, or are those requi- 
sitions sent in by the services independently according to the time and 
stockage factors. 

Major General Werste. When you say “services,” now, are you 
thinking of the three armed services? 

Mr. Rosacx. I am talking about the technical services. 

Major General Weipte. Are you talking about the editing in the 
States or the editing by us? 

Mr. Rosack. The question is, when a requisition is made for pro- 
curement and goes through channels, what is the relationship between 
those requisitions and the availability of excesses among the services? 


RELATION BETWEEN REQUISITIONS AND EXCESSES 


Major General Weiter. Right here in Japan there is very close 
coordination. All of that must pass through our G4, either in report- 
ing the excesses or determining whether or not those excesses can be 
applied to somebody else’s requirements. 

Mr. Rozack. Mr. Bonner and I were informed by Colonel Dial, and 
the impression I got with regard to requisitions by the Transporta- 
tion Corps was that: those requisitions are sent in according to the 
level of stocks and the time factors under which they operate. They 
don’t have the time nor do they relate those requisitions to the avail- 
ability of excesses within the command. 

Colonel Mansrretp. Colonel Mansfield, acting transportation of- 
ficer. The excess program to which Mr. Roback is referring is the 
department project by which as soon as any of the depots have com- 
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pleted their inventories as a result of the roll-up they determine that 
certain of those supplies are excess to authorized stock levels. Those 
excesses are then reported up through G—4 channels and the lists of 
those items are made available to all other supply agencies. Now, 
the point that was made by Colonel Dial this morning was that his 
requisitions to the zone of the interior are not checked against what 
may exist in the excess list in the other services, and it was for this 
reason that the excess listing for the other services will have to be 
made available in such a manner that excesses that could have been 
used to raise his stock levels will already be on the cards prior to 
the time that his stock-management section constructs the requisition 
to bring the stock levels back up to authorized strength. 

Major General Weistr. The point is that he does not make his 
requisitions out until he knows whether or not he can get it from 
these other excesses. 

Mr. Rogack. One final question, Mr. Chairman, on the ownership 
of rolling stock in Korea supplied by the Army. 

Major General Weisie. I don’t know the answer to that question. 
We have procured much rolling stock for the railways in Korea. 
Whether or not that has been turned over to the Korean Government 
or whether it is retained on the Army records in Korea, I am not sure, 
but we will find the answer to that question and give it to you. Mans- 
field, will you check on that for me ? 

Colonel Mansrievp. Right, sir. 

Mr. Bonner. Mr. Meader. 


SOURCE OF ROLL-UP MATERIAL 


Mr. Meaper. General Heiss, I just want to ask you about the source 
of this roll-up material. Is that all Army-owned material or have 
you brought some back from the Philippines or some from the Chinese 
that we gave them ? 

Brigadier General Hetss. We bought none. We brought from the 
Philippines the roll-up that belonged to us. 

Mr. Brapte. You have purchased none of that? 

Brigadier General Hetss, No, sir. 

Mr. Lanvarr. In that connection, is it true that the Japanese Gov- 
ernment gave back to the Army many surplus items that the Quarter- 
master reclaimed ? 

Colonel Kay. Colonel Kay, Quartermaster. Yes, sir. There were 
about two groups of roll-up stocks that had been turned over to the 
Japanese for their use. Incentive goods had been shipped to the 
Japanese at a paper transaction cost. For some reason the Japanese 
use very little of that stuff and when the Korean trouble broke out the 
stuff that had been given to the Japanese was returned to us without 
cost, we paying only for the warehouse loading charge to get it out of 
the warehouse. There was no purchase of it. It was merely a return 
of the stuff that had been turned over. 

Mr. Bonner. Gentlemen, on behalf of the subcommittee, I want to 
express our appreciation for your cooperation, and I again want to 
say that no questions have been asked in the spirit of criticism. It is 
only in the spirit of cooperation that we come out here and take our 
time from other things that we might like to be doing at home, to see if 
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we can bring about efficiency and economy in the armed services. Ref- 
erence here has been made to the Air Force. Certainly we do not 
want to imply that we have any criticism whatsoever of that splendid 
branch of the service. We wish to have efficient administration. We 
are trying to bring about unity in the services. 

General Weible, I want to present to you a copy of our last report ; 
and, if you get time in your strenuous life and arduous duties to glance 
at it, the committee would like from you such eomments as you may 
desire to make, either critical or otherwise. 

Major General Weiste. Thank you, sir. 

Mr. Bonner. There are no further questions. That will conclude 
our conference. Thank you very much, gentlemen. 

Major General Werste. We were pleased to have you with us, sir. 

(Whereupon the meeting was concluded at 4:35 p. m., October 27, 
1951.) 
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Hovse or REPRESENTATIVES, 
SuBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE ExecuTIvVE DEPARTMENTS, 
Tokyo, Japan. 


The subcommittee met Sunday, October 28, 1951, at 9 a. m., at the 
Dai Ichi Building, General Headquarters of the Supreme Commander 
for the Allied Powers, Tokyo, Japan. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, 
Charles B. Brownson, and George Meader. 

Also present: Congressman John F. Kennedy, of Massachusetts. 

Staff members present: Christine Ray Davis, chief clerk; Thomas 
A. Kennedy, general counsel; Herbert Roback, staff member; Anna- 
bell Zue, minority clerk; Ray Ward, Bureau of the Budget; John 
Elliott, State Department escort officer; and Brig. Gen. Clarence C. 
Fenn, Department of the Army escort. 

SCAP representatives present: Lt. Gen. D. C. Hickey, chief of 
staff; Brig. Gen. George V. Keyser, deputy chief of staff; Maj. Gen. 
W. F. Marquat, chief, economic and scientific section; Brig. Gen. 
Edwin K. Wright, assistant chief of staff, G—3, and chief, Joint 
Strategic Plans and Operations Group; Frank Rizzo, chief, govern- 
ment section; Brig. Gen. Laurin L. Williams, comptroller, GHQ, 
Far East Command; Col. Barksdale Hamlett, Chief, Plans and Oper- 
ations Division, G4, GHQ, Far East Command; Lt. Col. D. R. Nu- 
gent, USMC, chief, Civil Information and Education; Lt. Col. Milton 
H. Price, G-2, Intelligence staff officer, combat, and Lt. Col. Cameron 
Knox, G-2, Intelligence, staff officer, combat. 


GENERAL ORIENTATION ON THE FAR EAST COMMAND 


Lt. Gen. D. C. Hickey, chief of staff, opened the conference with 
a few brief introductory remarks. 

The first speaker was Lt. Col. Cameron Knox, G-2, who presented 
a briefing on theater intelligence. This included a general discussion 
on the threat of communism and current enemy capabilities. 


* * * * * * * 


Norrt.—Asterisks denote classified material deleted for security reasons. 
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The next subject of discussion concerned operations in Korea and 
was given by Brig. Gen. Edwin K. Wright. 
* 2k Ed * * * * 


In connection with his talk, the following questions were asked: 
Mrs. Harpen. What were our estimated casualties in Korea within 
the last week ? 


STATEMENT OF BRIG. GEN. EDWIN K. WRIGHT, ASSISTANT CHIEF 
OF STAFF, G-3 


Brigadier General Wrieutr. We have no figures, but they are run- 
ning about the same—somewhere in the neighborhood of about 250, 
with figures for the wounded much higher. The percentage figures 
for this type of campaign are much lower than what we think are 
the indicated casualties for this type of operation. We are extremely 
proud of the entire command—Army, Navy, and Air Force. We do 
feel the largest element is the Eighth Army. We think it is quite 
a professional Army and a capable Army and that kind is capable 
of protecting itself. 

Mrs. Harpen. What system do you have for determining who has 
been taken prisoner ? 

Brigadier General Wricnt. We do not get reports from the Com- 
munists as to who has been taken prisoner, but we do give the Com- 
munists, through the Red Cross, a report on those we take prisoner. 
All we can do is list them as missing in action. We know what it 
means to the people back home but it is something we can do nothing 
about. 

The next speaker, Lt. Col. Milton H. Price, G-2, presented a dis- 
cussion on the Korean situation—Intelligence. 


* ad = x * * * 


The following ego were asked: 
Mr. Dononvr. How do you estimate the enemy casualties? 


STATEMENT OF LT. COL. MILTON H. PRICE, G-2, INTELLIGENCE 
STAFF OFFICER, COMBAT 


Lieutenant Colonel Price. The percentage is determined mathe- 
matically. 

Mr. Dononve. Do the Chinese Communist forces evacuate their 
wounded pretty quickly ? 

Lieutenant Colonel Price. Yes, they do. 

Mr. Donouve. What explanation do you have for our being pushed 
back so quickly from the Yalu River? 

Lieutenant Colonel Price. After we were attacked by the Commu- 
nist forces it was the decision to pull back to shorten the line of com- 
munication and at the same time to extend the enemy away from his 
sanctuary along the Yalu River. : ; 

Mr. Donouve. Did you realize the size of the forces that were in 
the sanctuary before we moved up the Yalu River?! 

Lieutenant Colonel Price. There were indications that there were 
Communist forces along the ford, but as to the actual size of the enemy 
across the ford we did not have much warning. : 
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Mr. Dononve. Do you want to tell this committee that the In- 
telligence of the Chinese is far superior to ours? 
Lieutenant Colonel Price. No, sir. 


MILITARY INTELLIGENCE IN KOREA 


Mr. Dononve. Can you tell us further why we didn’t appreciate the 
size of their forces and the danger that we might encounter by moving 
so close to the Yalu River? 

Lieutenant Colonel Price. There was fairly accurate knowledge of 
the strength that the Communists had west of the Yalu, but there was 
no indication at all of their actually going to interfere or participate 
in force in Korea. 

Mr. Dononvur. What do you think they were doing beyond the 
Yalu River? 

Lieutenant Colonel Price. You mean west. 

Mr. Dononvur. What were they doing there ? 

Lieutenant Colonel Price. We believe the Communists sey felt 
that the U. N. forces did have offensive intentions as far as Manchuria 
was concerned. At the time General MacArthur made the decision to 
advance to the Yalu there had been no indication of Chinese Commu- 
nist forces in Korea, and at that time, of course, the bulk of the 
Eighth Army was nearly in the sanctuary. Of course, the Tenth 
Army at that time, as you know, was not in Korea. Then, too, all the 
weaknesses in the timetable was that the ROK forces were independ- 
ent. The Communists had only a short march from the Yalu River 
and assembled there in great strength. There were a number of 
straws in the wind to indicate there was some assembly, and intensive 
efforts were made to determine whether or not they were there in 
strength, but we were never able to get confirmation. Of course, as you 
know, they stopped the main bulk of the ROK forces and this turned 
the right flank of the Eighth Army. Rapid withdrawal of the 
Eighth Army was necessary because of advance through the center 
and the great danger of their being forced into an area from which 
there was no escape. 

Mr. Donontr. * 

Lieutenant Colonel Price. The order that General MacArthur is- 
sued for that was for the Eighth Army to advance to the boundary 
between the Eighth Army and the Tenth Corps. The Tenth Corps 
had been making considerable progress, as you know, in their attack 
on the Reds. They had considerable forces and there had been, as 
late as November, no indication that they would cross. * * * At 
that time, it was his opinion that it was just a matter of liquidating 
the elements of the North Korean forces. 

Mr. Dononvr. How did they move them? Down through the mid- 
dle, up the east coast or west coast ? 

Lieutenant Colonel Price. Down through the middle. The forces 
of the ROK were divided into a number of divisions under South 
Korean forces command, which of course has since been changed in 
order to distribute weaknesses as you have seen here, and the ROK 
divisions are now staggered between the United States forces. 

Mr. Donoirvr. Tell me (his, Colonel, did you have an alternate plan 


1 aly 


of attack in event they moved through the middle? 


* * 
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Lieutenant Colonel Price. There was no indication at the time 
when the decision was made to advance to the Yalu River that there 
would be an attack in force through the center. 

Mr. Donouvr. What was your Intelligence Group doing while they 
were moving up? Did they have any idea what was going on beyond 
the Yalu? 

Lieutenant Colonel Price. Yes, they knew what was west of the 
Yalu. ‘ 

Mr. Dononve. Did you think they were just in the defensive? 

Lieutenant Colone! Pricer. That was the considered opinion here. 
There had been no indication that there was going to be a participa- 
tion in force in Korea by the Chinese Communist forces. 

The next subject, “Theater logistics,’ was presented by Col. 
Barksdale Hamlett, a G—4 representative. Following are questions 
and answers in regard to this subject: 

Mr. Warp. What procedure did you follow to recover this equip- 
ment ¢ 


STATEMENT OF COL. BARKSDALE HAMLETT, CHIEF, PLANS AND 
OPERATIONS DIVISION, G-4, GHQ, FAR EAST COMMAND 


Colonel Hamierr. Most of the equipment was brought into Japan 
from the various island commands. In some instances, recovery was 
made under contract. In other instances, partienlarly Guam, we did 
it with soldier labor. 

Mr. Warp. When did you start this recovery program ? | 

Colonel Hamirrr. The program was started in the spring of 1949, 

I believe—no, 1948. 

Mr. Warp. Did that permit you to go into the Philippines and re- 
cover any of the surplus property that was lying vse there? 

Colonel Haamerr. Yes, we have considerable property that was re- 
built in the Philippines. 

Mr. Warp. Would you be interested to know that many private 
salvage companies went into the Philippines, took over this property. 
brought it back to the States, and resold it to the Army after rebuild- 
ing it? That is, within the last 2 years. 

Colonel Hamuerr. I think that that was equipment that was sold 
to the Philippine Government. Equipment we brought here was 
equipment that belonged to the Army after the disposal. 

Mr. Brownson. Did you negotiate with the Foreign Liquidation 
Commission for the purpose of getting this material that might be 
usable ? 

Colonel Hamurrr. They had sold it. 

Mr. Brownson. Did they give it away or sell it? 

Colonel Hamurrr. No position to know. 

Mr. Brownson. Assume there was a recapture clause, did you make 
any effort to recover or request them to deliver it back to you? 

Colonel Hamuetr. In the contracts that were made with Japan, 
there was no recovery clause. I have never seen the contracts with 
the Philippines. I know of no effort that was made to recover the 
stuff that was sold through the Foreign Liquidation Board. 

Mr. Brownson. Were there any restrictions placed in the agree- 
ments limiting them to using the materials and equipment within their 
own economy é 
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Colonel Hamterr. I don’t know. 
Mr. Brownson. Was any attempt made to get the material back 
from the different islands? 


RECOVERY OF SURPLUS FROM PACIFIC ISLANDS 


Colonel Hamurerr. The contracts provided that the material was 
not to be imported into the United States unless it was determined 
to be of benefit to the United States. 

Mr. Brownson. Was there any restriction against importing it into 
Japan? 

Colonel Hamurrr. There was no restriction on that. 

Mr. Brownson. Why wasn’t some attempt made to get this equip- 
ment into Japan 4 

Colonel Hamuerr. At the time this equipment was disposed of by 
the Foreign Liquidation Commission, we still had left a tremendous 
burden of equipment to dispose of. We are only now getting through 
with clearing this up. At that time it couldn’t be foreseen that this 
Korean situation would require it. 

We were criticized for bringing surplus equipment into Japan. 
More would have been brought, but I was criticized too severely. ‘The 
Korean war ended that. I would still be criticized for removing 
surplus junk from the Philippines if it hadn’t been for the Korean 
situation. ; 

Mr. Brownson. I understood that we turned over to the Philippines, 
sround $600 million worth of supplies. Over a billion (dollars) worth 
were reported sold to the Chinese. I assume the Army and Navy re- 
tained in their possession the best material and sold the rest to the 
Chinese ? 

Colonel Hamurrr. They did keep the best. But in the jungles there 
was no storage. Before it was brought in here, it deteriorated 
even more. 

Mr. Warp. None of this material was repurchased from the Chinese ? 

Colonel Hamuierr. No, it was all in our stocks. We had to go out 
in the jungles and hunt for some of if. 

The recovery involved bringing in all equipment left when we 
pulled out. When we first got there, I went to Okinawa, the Philip- 
— and Guam, and you have never seen anything like it. It wala 
1ave been sold as junk if we had not had to use it. Insofar as the con- 
tracts that were negotiated with foreign governments, I know nothing. 

Actually, about half of the time during these surplus property days, 
the better equipment was just sold to the people who bought it. 

Mr. Warp. Who bought it ? 

Colonel Hamierr. It was disposed of through the disposal program. 

Mr. Warp. Was it to the Army or private individuals? 

Colonel Hamtetr. The best was disposed of and the worst stuff, not 
being salable, was retained. This is what is being reclaimed now. 

Mr. Warp. Do you know that private salvage outfits have been 
buying up this material as late as 1949, some of it being rebuilt, other 
parts not being rebuilt and being sold right back to the Army ? 

Colonel Hamierr. Not the material we brought back to Japan; but 
what was sold to other governments, I don’t know. 

Mr. Warp. Why couldn’t the Army negotiate with the foreign gov- 
ernment directly without going through the private individual ? 
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Colonel Hamuerr. I think the governments, themselves, sold it off 
to dealers. 

Mr. Warp. Much of this material was purchased as late as 1950. 

Colonel Hamuerr. It could have been purchased from some Filipino 
who bought it from his Government. 

Mr. Warp. These private salvage companies made millions and mil- 
lions of dollars selling it right back to the United States?! 

Mr. Brownson. What procedure did you follow ‘ 


SHORTAGE OF PERSONNEL TO HANDLE WAR SURPLUS 


Colonel Hamuerr. You will recall that at the end of World War IT, 
there were millions of men equipped, and equipment and supplies 

vaiting for the attack of Japan. Immediately thereafter, the Army 
was redeployed, leaving here great masses of equipment. There were 
no personnel left qualified to even count the stuff, much less maintain 
it, and the Seoul program came as a result of that. We still had 
left a tremendous mass of stuff which we are still working on trying 
to put it back into shape. 

Mr. Brownson. Why, in 1948, did you start a recovery program ? 

Colonel Hamuerr. As an economy measure. 

Mr. Brownson. Why didn’t you try to recover all of this usable 
material that was in the Philippines? 

Colonel Hamuerr. It didn’t belong to the Army. Why should we 
look for more when we couldn’t take care of what we had? 

Mr. Lanrarr. This committee is concerned with the size of our mili- 
military budget. We are out in the United States buying material. 
Why shouldn't we buy it in spots where we can get it more cheaply— 
where it is lying around not being used, instead of buying this new 
material in the United States? 

Colonel Hamierr. We could go to Formosa and there find rotting 
equipment, but we have been up to our eyes in reclamation. If there 
is any more usable material available, we would like to have it. 

Mr. Lanrarr. Private individuals made millions and millions of 
dollars taking over this property and selling it right back to the 
Gover hment. 


C olor el H \MLETT. Had there been left enough soldiers to take care 


of t uff, it would never have become junk in the first place. 

Mr. “Las raFF. Weare talking about 1948. 

Col 1H .MLETY. We've been working on it ever since. It has been 

struggle to get personnel to carry on this reclamation. I would like 
to rect one ll pression that was made. It was said that the best was 
disposed of and the at the junk was kept. This stuff was still on hand 
wl I Went to the PI es es in 1 the Ordn ance Depot. When I came 
here in 1946, the vear after the surrender, I didn’t have but 24 people 


n the ordnance depot at Okin: awa. There wasn’t a debit or credit 
posted ina year. The depot company didn’t even have one man. All 
he supply people were in the maintenance company. I did keep in my 
depot the best for our own use. It was way beyond our requirements— 
toS or 10 years. [Tadmit, if I had been a civilian at that time and 
ould have bought that up at the price I could have bought it at that 
time, I, toe, could have made billions, not millions, of dollars. But I 
wasn't ina position at that time. I got all I could get out of it and more 
than I expected to get out of it. 
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Mr. Lanrarr. Our hearings indicated that some of this equipment 
was bought by Green Bros. and then sold to the Atomic Energy Com- 
mission for four or five times the price they paid for it, two or three 
months after they brought it back to the States. 

Colonel HAMLETT. You could go to the States, in most of them, and 
there you could find about 6,000 general purpose vehicles sitting rotting 
there, and it looks like junk and is stuff an American civilian junkman 
would buy as junk. They could be rebuilt. ‘The wood has rotted away, 
but the frames are good. But that isn’t a responsibility of mine at the 
present. ; ee ; 

Mr. Lanrarr. Wasn’t a directive sent out from Washington right 
after the Korean war started, in August of 1950, suggesting that the 
Army recapture as much of this material as it could 

Colonel Hamtuerr. I don’t think that went beyond the Pentagon 
walls. It never got over here. 

Mr. Lantarr. Did the Chinese actually take physical possession of 
this material ? 

Colonel Hamuerr. They shipped it out of Okinawa and Guam. 

Mr. Lantarr. Do you know where it went ? 

Coloney HaMierr. Some of it is in North Korea now. 

I couldn’t be critical of the individuals who bought the surplus 
equipment and made a profit. The profit that was made on it was a 
perfectly legitimate profit. The sttiff would probably still be rotting 
out in Manila. I think that in looking at this surplus, it is good to have 
hindsight after the Korean affair happened, but in the light of the cir- 
cumstances that have occurred, I don’t think anyone would have done 
anything different. 

Mr. Lantrarr. Back in 1948, the word came down to recover this 
material, 


IMPORTANCE OF RECLAIMED SURPLUS TO KOREAN OPERATIONS 


Colonel Hamuerr. It was already recovered. What we did then 
was to rebuild it. We have been, since this program got under way, 
operating a great quantity of obsolete types of equipment for which 
spare parts could not be obtained. A lot of this equipment is in Korea 
today. It was under Army control, and without this equipment we 
couldn’t have carried on this Korean operation, I don’t believe. On 
the thing that you are referring to, there isn’t anyone here that could 
vive you a really authoritative answer or opinion as to the conditions 
under which those contracts were made with foreign governments who 
bought surplus property. As to what happened later in the disposal of 
this equipment by the governments to which it had either been given 
or sold, I don’t know. There again it was far beyond our control and 
jurisdiction. 

(The next subject discussed by Colonel Hamlett was Procurement 
in dapan, (Statement on p. 510.) uestions on this part of his dis- 
cussion were as follows :) 

Mr. Lanrarr. How much scrap was being turned over to Japan? 
What amount of fabricated metals? 

Colonel Hamuerr. There has been approximately $28,000,000 of 
scrap picked up here and subsequently resold. 


94756-—52——33 








492 FEDERAL SUPPLY MANAGEMENT 





Mr. Lanrarr. What was sold to Japan and what metals did we get in 
return, because I can see that it would be more valuable here than to 
haul it back to the States. 

Colonel Hamuerr. That is exactly the case. A total of $72,000,000 
worth of military material was transferred to the Japanese Govern- 
ment; $54,000,000 consisted chiefly of food, and the remainder con- 
sisted of military materials and scrap which were systematically re- 
claimed in the last year. 

Mr. Brownson. That isn’t the point. Are we getting out of the 
Japanese economy now a considerable amount of steel which would 
justify us permitting our military scrap to be sold here and used by 
Japan ? 

Colonel Hamuerr. Yes; the figures will be shown in the briefing to 
be presented by General Marquat. 

(Colonel Hamlett then discussed the subject of Hospitalization and 
Evacuation. (Statement on p. 514.) Questions on this subject were 
as follows:) 

Mrs. Harpen. Are some of those evacuees from Japan ¢ 

Colonel Hamuerr. This is the over-all, from Korea back to Japan. 
After they are evacuated to Japan, this is the number going back to the 
United States. There is no direct evacuation from Korea to United 
States. 

(The next subject discussed by Colonel Hamlett was Transporta- 
tion—MSTS and MATS. (Statement on p. 514.) Questions on this 
subject were as follows :) 

Mr. Bonner. Do you have any breakdown between private com- 
mercial maritime services and military maritime service? 

Colonel Hamterr. I don’t have it, but I can get it for you. 

Mr. Bonner. We would like the data. What tonnage was involved 
in the roll-up program and how was that accomplished ? ; 

Colonel Hamietr. That was done by both private and Army trans- 
portation. 

Mr. Bonner. What tonnage was involved in that? 

Colonel Hamuerr. We estimated, in Guam, 873,000 measurement 
tons of equipment on the ground in September 1949. Most of that was 
moved. The rolling stock we put on LST’s directly into Japan. 
LST’s were used for a great deal of this move. 

Transportation in Korea is a problem. Highways are practically 
nonexistent, and the railroad spur lines are not too good. It is our 
biggest logistics problem. The use of trucks over these terrible roads 
has increased our maintenance. : 

Mr. Bonner. Is there any use of mule trains in Korea ? 

Colonel Hamirrr. No formal organization of mule trains. Some 
captured mules are used. 

(The next speaker was General Williams, comptroller of GHQ, 
whose subject was Management. Questions and answers were as 
follows :) 

* * * cS * * ; * 
Mr. Rozack. Did you say that the management reports go directly 


to the commander without going through the staff ? 
Colonel Hamuerr. Yes, 
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Mr. Rosack. We have been told there is no evidence of competition 
among the three departments in buying in Japan. Has anyone ana- 
lyzed these contracts to be sure of this? 

~ Colonel Hamurrr. There has been no direct bidding on the same 
services by the same contractors. There is very little room for com- 
petition because Navy and Air Force are so far overshadowed by the 
Army. There is a point of coordination for procurement in Japan. 
There will be very Fittle, if any, competition because we procure all 
common items for Air Force and for Army. The Navy requirements 
are so small that there has never been any problem. We don’t analyze 
contracts for Air Force and Navy, but we do analyze every contract, 
by the procurement agency, Japan Logistic Command, which goes 
over $100,000. 

The next speaker was Brig. Gen. George V. Keyser, Deputy Chief 
of Staff, SCAP, who discussed the mission of SCAP. (Statement on 
p. 494. ) 

. a ® * . “ 


Mr. Frank Rizzo, Government Section, discussed the political situa- 
tion in Japan. (Statement on p. 497.) In connection with this, the 
following questions were asked : 

Mr. Meaper. Please explain what power the Prime Minister of 
Japan holds. 


STATEMENT OF FRANK RIZZO, CHIEF, GOVERNMENT SECTION, SCAP 


Mr. Rizzo. He is the head of the Government and is selected by the 
Diet. He and his Cabinet are directly responsible to the Diet. The 
Prime Minister is the most powerful individual in the Government of 
Japan today. 

he next speaker, Lt. Col. D. R. Nugent, discussed civil informa- 
tion and education program in Japan. (Statement on p. 500.) The 
following questions were asked : 

Mr. Meaper. You might give us the literacy rate in Japan as com- 
pared with before the war and the United States. 


STATEMENT OF LT. COL. D. R. NUGENT, UNITED STATES MARINE 
CORPS, CHIEF, CIVIL INFORMATION AND EDUCATION, SCAP 


Lieutenant Colonel Nugent. The literacy rate before the war was 
about 99.44 percent and since the war about 86 percent. 

Mr. Warp. What is the I. Q. of a Japanese child compared to an 
American child ¢ 

Lieutenant Colonel Nucrenr. No difference whatever. Actually the 
same. 

Mr. Warp. Do you have Saag: pyr education here? 

Lieutenant Colonel Nugent. Yes; from 6 to 9 years. This was in- 
stigated by the Japanese themselves and not by these headquarters. 

The next speaker was Major General Marquat, Chief, Economics 
and Scientific Section, who discussed the economic progress and indus- 
trial mobilization in Japan. : 

Mr. Kennepy. Could you give us the price index for the period on 
chart 4¢ 

Could you discuss the validity of prewar Japanese statistics? 

Major General Marquart. * a 
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Lieutenant Colonel Nucent. Japan has gone through a very seri- 
ous inflation and is now in the throes of another inflation. * * * 
We have a book called Economic Statistics which I will furnish you 
and which will show changes in yen values. 

Lt. Gen. D. C. Hickey, Chief of Staff, then made a few closing re- 
marks. Questions at the end of these remarks were as follows: 

Mrs. Harpen. Could someone tell me what the latest figures for the 
total casualties are? 


STATEMENT OF LT. GEN. D. C. HICKEY, CHIEF OF STAFF, SCAP 


Liefttenant General Hickey. Approximately 94,907 total for the 
ground forces. 

Mrs. Harpen. Do you consider this just a police action or war? 

Lieutenant General Hickey. So far as we are concerned, it is a full- 
scale war. 

Mr. Bonner. On behalf of the subcommittee, I wish to express 
thanks and appreciation for the very informative and interesting 
briefing you have given us this morning. 


STATEMENT OF BRIG. GEN. GEORGE V. KEYSER, DEPUTY CHIEF 
OF STAFF, SCAP 


MISSION OF SUPREME COMMANDERS FOR THE ALLIED POWERS 


1. The purpose of the remainder of this briefing is to outline the 
objectives in the military occupation of Japan, to describe the methods 
used toward realization of those objectives, and to indicate the progress 
which has been made. 

2. Early directives transmitted to General MacArthur prescribed 
the following objectives of the occupation: 

(a) The disarmament and demilitarization of Japan. 

(6) The establishment of a peaceful and responsible government 
which would conform as closely as possible to the principles of demo- 
cratic self-government, supported by the freely expressed will of the 
Japanese people. 

(c) The strengthening of democratic tendencies in Japanese politi- 
cal, social, and economic institutions. 

3. The first and second of these objectives have been accomplished. 
The third, that of strengthening the democratic tendencies in Japan, 
is, of course, a continuing function. Speakers who follow me will 
provide information on which to base an assessment of our progress 
in strengthening these tendencies. When the occupation was about 
3 years old—in December 1948—an additional directive was received. 
This directive set up, as a primary objective, the rehabilitation and 
stabilization of the Japanese economy to the point where it could 
support a peaceful and democratic nation. Such an objective had 
been recognized earlier in the occupation and considerable effort had 
been exerted toward its accomplishment. Therefore a clear-cut direc- 
tive specifying this goal served primarily to accentuate and accelerate 
the measures already taken. 

t. In his occupation role as Supreme Commander for the Allied 
Powers, General Ridgway represents the 13 member nations of the 


Far Eastern Commission. This Commission, having formulated the 
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policies, principles, and standards for the occupation, transmits them 
to the United States Government, which, through the Joint Chiefs 
of Staff, forwards them to General Ridgway. The United States 
Government was authorized by the Commission to issue interim direc- 
tives to the Supreme Commander pending action by the Commission 
whenever urgent matters arise not covered by policies already for- 
mulated. 

5. At the time of the surrender the Japanese Government was in 
existence and functioning, a condition which did not exist in Ger- 
many and Korea, where the occupation forces had to become the gov- 
ernment. The first policy directive received by the Supreme Com- 
mander gave him power and discretion to use the Japanese Govern- 
ment and its agencies to accomplish the occupation’s mission. As a 
consequence, from the earliest days the authority of the Supreme 
Commander has been exercised through directives issued to the Jap- 
anese Government at the national level. 

6. For the purpose of carrying out his responsibilities the Supreme 
Commander Sdabiiaed a general headquarters whose short title has 
come to be SCAP. It and the typically military headquarters are 
in close relation and coordination—the one with the other. The 
SCAP headquarters contains agencies not found in a military organi- 
zation such as the following: 

Government Section 

Economic and Scientific Section 

Civil Information and Education Section 
I mention these first because their chiefs will address you presently. 
The Government Section has been charged with the reform and reori- 
entation of the Japanese Government through advice, guidance, and 
surveillance relative to its adopted procedures. The Picea: and 
Scientific Section has responsibility for practically the entire economic 
picture—from finance to labor, to industry, to trade, and to science. 
The Civil Information and Education Section has played a leading 
role in strengthening the democratic tendencies. 

7. We do not have time to bring before you the chiefs of other 
SCAP sections. However, I will mention their fields of activity : 

Natural resources section: To promote the maximum use of all the 
natural resources, food, coal, oil, lumber, fish, etc. This section was 
charged with the famed land reform program. 

Public health and welfare section: Guidance along proper lines of 
governmental and private agencies in the fields of preventive medicine, 
medical care, health, accident and old-age insurance. 

Civil property custodian: To seek out, catalog, and dispose of 
various categories of illegally seized, looted, or forfeited property. 
Also, to impound all governmental holdings of precious metals and 
gems. 

The legal section: This section is legal adviser of the headquarters 
over a broad field including international and commercial law. 

8. The sections I have mentioned were instrumental in formulating 
the many directives which the Supreme Commander issued to the 
Japanese Central Government. In order to watch and supervise the 
implementation, all over Japan, of these occupation orders, a field 
organization was necessary. In the beginning this reached down to 
the 45 prefectures in the form of separate civil affairs teams com- 
prising specialists in government, labor, information, education, agri- 
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. culture, and industry. These specialists were in frequent contact with 
their opposite numbers among the Japanese. Their mission was one 
of surveillance, advice, and guidance. In the early days they had to 
use pressure. Later on, the necessity for pressure diminished. ‘Twenty- 
one months ago the prefectural teams were discontinued, leaving only 
eight regional teams. These went out of existence 4 months ago. 

9. At the beginning, occupation control of all phases of Japanese 
affairs was stern and rigid. As soon as it became evident through our 
surveillance that supervision and strict controls in a particular field 
were unnecessary, such controls were removed. In May 1949, the 
Supreme Commander, in a message to the Japanese people, accentuat- 
ed this policy which had been in existence for a long time. In his 
message he stated his intention to turn over to the Japanese Govern- 
ment its normal responsibilities just as rapidly as it demonstrated the 
ability to shoulder them. From that time to the present, the head- 
quarters has periodically subjected itself to a close scrutiny of all 
controls in effect in order to determine those that might be rescinded 
or relaxed. Step by step, as these controls were abolished or relaxed, 
the headquarters has scaled down its personnel strength to conform 
to the lighter duties. At a time when control and supervision were 
close—in mid 1948—the civil affairs portion of the headquarters reach- 
ed its maximum strength which was about 3,950 civilians, and 2,500 
military. Our average for the year beginning last July is set at 430 
civilians and it will be down to 360 by January 1, 1952. Our military 
strength is 56. We are in such shape now that the complete phasing 
out of the headquarters, upon effective date of the peace treaty, can 
be accomplished without difficulty. 

10. I believe there is no instance in recorded history where a con- 
quering army stationed itself among the vanquished people and met 
with such a high degree of cooperation and with so few retaliatory 
incidents. The Japanese people have come to regard the Supreme 
Commander as their teacher, their benefactor and their protector. 


GENERAL HEADQUARTERS, SUPREME COMMANDER FOR THE ALLIED POWERS, 
GOVERNMENT SECTION 


POLITICAL SITUATION IN JAPAN 
Outline: 
1. Objective 
2. Operations 
(a) Restrictive: 
(1) Control 
(2) Demilitarization 
(3) External affairs 
(4) Extremist organizations 
(5) Purge 
(6) Suppressive organs 
(b) Constructive: 
(1) Popular sovereignty 
(2) Legislature 
(3) Executive 
(4) Judiciary 
(5) Local government 
(6) Civil service 
(7) Police 
3. Current appraisal: 
(a) New leadership 
(b) Political parties 
(c) Peace treaty proceedings 

















FEDERAL SUPPLY MANAGEMENT 497 


FURTHER STATEMENT OF FRANK RIZZO, CHIEF, GOVERNMENT 
SECTION, SCAP 


POLITICAL SITUATION IN JAPAN 


1. As General Keyser has stated, the specific political objective of 
bringing about the establishment, in accord with the freely expressed 
will of the Japanese people, of a democratic and peaceful government 
which will carry out its international responsibilities, respect the 
rights of other states, and support the objectives of the United Na- 
tions, has been achieved. 

2. The steps taken to achieve this objective may be broadly classi- 
fied into two groups, the first restrictive or preventive and the second 
constructive. 

(a) Under the heading of restrictive or preventive operations may 
be listed : 

(1) The imposition of military control and supervision over the 
Japanese Government ; 

(2) Its political demilitarization ; 

(3) The suspension of its direct external relations and the limita- 
tion of its authority to Japan proper ; 

(4) The dissolution of extremist organizations; 

(5) The removal from public life of all persons who had played 
an active part in Japan’s former policies of expansionism and totali- 
tarianism ; and, finally 

(6) The abolition of secret police and other instrumentalities of 
oppression. 

(>) Under the heading of constructive steps may be grouped the 
revision of the Constitution and laws and the reorganization of the 
institutions of government to conform to democratic concepts. The 
resulting governmental organization is representative in character 
and parliamentary in form, and incorporates the two great principles 
of the separation of powers and the responsibility of the governors to 
the governed. 

(1) Sovereignty is vested in the people; the Emperor, without 
powers of government, serves as symbol of the state and of the unity 
of the people. 

(2) The whole legislative power is vested in a powerful National 
Diet which is elected periodically by universal adult suffrage; the 
terms of membership in the House of Representatives is 4 years unless 
terminated earlier by dissolution, and in the House of Councillors 
6 years, with one-half of the memberships expiring every 3 years. 

(3) The executive power is vested in a Cabinet which is collectively 
responsible to the Diet and which, if it loses the confidence of the Diet, 
must resign en masse or dissolve the House of Representatives and 
call a new general election, The Prime Minister is selected by the 
Diet from among its own members but appoints and dismisses the 
Ministers of State who compose his Cabinet, which makes him the 
most powerful governmental figure in Japan. 

(4) The whole judicial power is vested in a judicial system headed 
by a supreme court completely independent of the executive, which 
administers all judicial affairs and has the power of judicial review 
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over the constitutionality of executive and legislative acts of govern 
ment. 

(5) At the prefectural and municipal levels considerable local sel f- 
government has been achieved through a system of locally elected ad- 
ministrations vested with authority to manage local affairs. 

(6) At both national and local levels of government the civil service 
has been reformed to incorporate the principles of a merit system and 
to implant the concept of service to as distinguished from rulership 
over the people. 

(7) The police system has been fundamentally revised to give local 
administrations the police power essential to the proper discharge of 
their governmental responsibilities, and all police have been trained in 
modern and democratic methods of law enforcement. 

3. (a) Notwithstanding these legal and institutional reforms Japan’s 
political reorientation might have been an empty formality had there 
not at the same time emerged a new leadership dedicated to its support 
Through a series of general and local elections freely conducted 
initially at our instance, but later through the normal workings of 
their own governmental processes, the Japanese brought forth just 
such a new leadership responsive to the conditions of the times. This 
is manifest in the varying composition of successive Cabinets since 
August 1945, the number of new faces in successive Diets, the influx 
of younger men in high political and governmental positions, and 
finally the vastly improved tenor and tone of political debate, political 
decision, and political responsibility. 

(6) (1) The present Liberal Party government, which has been in 
power since early 1949, commands a strong majority in the House of 
Representatives, with 284 of the 466 seats in that house, and a plu- 
rality in the House of Councillors, with 80 of the 250 seats in that 
house. Its ideology is conservative. It is backed by business inter- 
ests and has its greatest voting strength in the rural areas. 

(2) The People’s Democrat Party, also conservative, controls 66 
seats in the House of Representatives and 28 in the House of Council- 
lors. It also is supported by business interests. Its voting strength 
is more in the urban areas. It has been trying to develop a “progres- 
sive conservative” platform to give it a sort of “Fair Deal” character 
but actually it is indistinguishable in basic ideology from the Liberal 
Party. 

(3) The Socialist Party controls 45 seats in the House of Represent- 
atives and 61 in the House of Councillors, The Socialists have long 
been handicapped by internal dissension between two almost equal 
blocks one of which might be characterized as social democrat and the 
other as real Marxian Socialist but without Communist tie except 
ideological. This week the extraordinary national convention of this 
party which was to decide its official position on the peace treaty and 
the security treaty split apart into two conventions each claiming to 
represent the Japan Socialist Party. This may be the final parting 
of the ways. . 

(4) Another important group is the Green Breeze Club with 54 seats 
in the House of Councillors. This is not a political party. It has 
no machine organization and exists only in the upper house. It was 
originally organized by former members of the old House of Peers 
who stood for and won seats in the new House of Councillors when it 
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was first formed in 1947 and was later joined by other independent 
House of Councillors members. It considers itself a group of “elder 
statesmen,” is generally conservative in ideology and usually supports 
the Government. 

(5) The Communist Party, with 22 seats in the House of Repre- 
sentatives and 3 in the House of Councillors, is practically impotent 
asa contender nes political power through legal means. But in Japan 
as elsewhere the Communist drive for power has not been confined 
io legitimate political action. They have resorted as well to their 
usual tactics of social agitation. Inthe early oc cupation period they 
infiltrated and seized control of labor unions, teachers’ associations, 
students’ movements, intellectual groups, and other front organiza- 
tions and using these instrumentalities attempted by means of propa- 
ganda, strikes, and other coercive acts to confuse and frighten public 
opinion and foment strife and disorder as a prelude to seizing polit- 
ical power. These efforts failed and their threat to political sta- 
bility was turned back. From the summer of 1948 to date the con- 
trol of labor organizations has been shifting away from Communist 
leadership, disloyal Government employees have been separated, Com- 
munists and fellow travelers have been weeded out of employment 
in railroads, public utility, public information media, and critical 
enterprises. ‘The top leadership of the Communist Party has been 
purged, the leading Communist organ and its affiliates and successors 
closed down and their top staff members purged. By these and other 
measures, accomplished with the full support of public opinion, the 
subversive potential of a fifth column in Japan has been effectively 
reduced. 
) Current political activity revolves about the debate on the peace 
treaty and the security treaty in the National Diet which was called 
into special session on October 10 to act on these instruments. For 
3 days following delivery of his policy address on October 12, the 
Prime Minister, ‘with a staff of experts, appeared at plenary sessions 
of both Houses and answered searching interpellations put by rep- 
resentatives and councillors of every political persuasion. Subse- 
quently he answered more detailed interpellations at eight sessions 
of the 50-member Special Committee on Treaties in the House of — 
resentatives. This committee concluded its hearings on October 2 
It approved the peace treaty by a vote of 42 to 6 and the spawity 
treaty by 39 to 9. Only Marxian factions opposed the peace treaty ; 
they and the moderate Socialists opposed the security treaty. Sup- 
porters of the treaties showed most concern over prospective pro- 
visions of the administrative agreement under the security treaty. 
Based on the committee’s vote, it is expected that the final vote in the 
House of Representatives, which takes place on October 26, will show 
overwhelming majorities in favor of both treaties. In the House of 
Councillors a corresponding committee of 35 members opened formal 
hearings on the treaties on October 25 when it heard the opinions of 
10 eminent lavmen. From now until about mid-November, the Prime 
Minister and his staff will be questioned at daily sessions of this com- 
mittee, which will then report its findings to the house. In the House 
of Councillors the majorities in favor “of both treaties are expected 
to be substantial. 
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FURTHER STATEMENT OF LT. COL. D. R. NUGENT, UNITED STATES 
MARINE CORPS, CHIEF, CIVIL INFORMATION AND EDUCATION, 
SCAP 

DEVELOPMENTS IN CIVIL INFORMATION AND EDUCATION 


1. Basic to the strengthening of democratic tendencies in any coun- 
try is a school system offering equality of educational opportunity, a 
curriculum based upon democratic concepts, and a teaching body pro- 
fessionally qualified and with a deep sense of mission 

2. The rehabilitation of the Japanese educational system began in 
1945, when the Supreme Commander directed the Japanese Govern- 
ment to establish immediately a normally operating school system, 
free of militarism and ultranationalism, and incorporating concepts in 
harmony with representative government, international peace, dig- 
nity of the individual, freedom of assembly, freedom of speech, and 
freedom of religion. 

3. Fortunitely, even at that time, there were many Japanese, educa- 
tors and laymen, who recognized the need for drastic changes in the 
Japanese school system and who were not only willing but anxious to 
participate in its rehabilitation and redirection. From 1945 to the 
present time, the effort has been a cooperative one, with a minimum 
of directive on the part of the occupation authorities and a maximum 
of cooperation and coordinated effort. On the Japanese side, the Min- 
istry of Education, the Japanese Educational Reform Council, and 
various nongovernmental professional bodies have worked diligently 
with such SCAP or United States agencies as the two United States 
education missions to Japan, the Social Science Mission to Japan, the 
Education Exchange Survey Mission, the Civil Information and Edu- 
sation Section of this headquarters, and the military government (later 
civil affairs) teams. 

4, Equality of educational opportunity is written unequivocally 
into the Japanese Constitution. It is reaffirmed in the fundamental 
education law. The period of free, compulsory education has been 
extended from 6 to 9 years, involving a financial burden which only a 
country with Japan’s faith in education would be willing to assume in 
the face of a war-torn economy. The preoccupation school ladder, 
fantastically complicated and characterized by blind alleys, has been 
simplified to permit easy transition from one educational level to 
another. Coeducation is now the rule at all educational levels. 

5. The rigid controls previously exercised by the Ministry of Educa- 
tion on school administration, textbooks, content of instruction, and 
every other aspect of education have been modified to allow for greater 
local autonomy. The Ministry, reorganized, has assumed the respon- 
sibility of professional leadership and stimulation providing advice 
and guidance rather than regimented control. 

6. ‘Textbooks have been entirely rewritten. Formerly a monopoly 
of the Ministry of Education and a few designated publishers, they 
now are compiled and published through dozens of publishing houses 
and must earn acceptance on their merits rather than because of Minis- 
try designation. This change has resulted in improved content and 
format, and provides for free choice of textbooks by local educational 
authorities. It is of interest to note, too, that despite paper shortages, 











pert to 


FEDERAL SUPPLY MANAGEMENT 501 


sometimes critical, the availability of textbooks has become greater 
each year. For the current school year, more than 250 million text- 
booles have been printed and distributed. 

. More important than organization or textbooks, of course, is the 
content of instruction. The present curriculum, involving extensive 
revisions of the preoccupation pattern, gives an entirely new direction 
to education. While it is, of course, adapted to Japan’s own peculiar 
needs, it would compare favorably with school curricula of the western 
democracies. Teaching methods, too, have undergone extensive 
change; the old rote system of learning has been largely eliminated ; 
there is provision for pupil participation and discussion, and the 
<a relationship has ion vastly improved. 

Adult education programs on a large scale have been provided 
den the first time in J apan’s history. Night schools have been slow to 
get under way because of insufficient budgets and teacher shortages, 
but in those cities where established, they ‘attract more students than 
can be handled. Many J apanese communities have undertaken their 
own programs of adult education, free from government control or 
support. Some 5,000 citizens’ public halls established in as many com- 
munities throughout Japan have been particularly active in setting 
up classes, study and discussion groups especially adapted to local 
needs. Parent-teacher organizations have shown a tremendous growth 
and at present outnumber those in the United States. To be sure, 
their programs are not yet as well defined; in many instances their 
principal activity has been that of raising funds to supplement inade- 
quate school budgets. But their influence should not be underesti- 
mated and they continue to reflect the intense interest of hundreds 
of thousands of Japanese parents in the welfare of their schools. 

9. One of the greatest problems facing a reorganized school system 
in Japan was and is the provision of an adequately trained teaching 
body. This cannot be accomplished in a year or even 5 years. As 
late as 1949, a Ministry of Education survey revealed that 53 percent 
of all elementar y teachers have received only a secondary-school edu- 

cation; less than 1 percent had completed 4 years of college. In 
secondary schools, 20 percent had receiv ed only the equiv alent of a 
secondary-school education, and only 7 percent had completed 4 years 
of higher education. Most Japanese teachers had received little or 
no training in professional education subjects. With the reorganiza- 
tion of education, teacher training has been elevated to the university 
level; the preoccupation normal schools, inefficient, inadequate and 
uninspired, have been abolished. As the universities begin to take 
over the training of teachers, they realize the paucity of instructors 
for their schools and departments of education. To assist the Jap- 
anese in their dilemma and to provide more adequate instructors for 
these teacher-training courses, SCAP has sponsored six sessions of an 
Institute for Educational Leadership, bringing from the United 
States outstanding educators to work with Japanese colleagues in 
providing intensive 12-week courses for selected administrators, 
teacher-trainers, and others directly concerned with education. In 
the first six sessions of the institute, over 7,000 Japanese completed 
their courses. The seventh session is now in progress and the eighth 
and final session with SCAP participation is scheduled for the spring 
of next year. To be sure, the Hants of teachers reached is infini- 
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tesimal when one recalls that Japan has almost 700,000 teachers; yet 
it is a beginning, and the Japanese intend to carry on the institute 
within the limits of their capabilities during the years to come. Addi- 
tionally, in-service training has been provided through summer 
schools, extension courses, workshops, and prefectural institutes 
reaching other thousands of teachers who are motivated by a desire 
io improve themselves professionally and to up-grade their present 
certificates. In this area, there still is much to be done but progress 
to date has been encouraging. 

10. While great assistance has been given the Japanese by the many 
qualified educators brought from the United States, it long has been 
recognized that actual residence at American universities by Japanese 
educators and other professional people would provide experience in 
the democratic way of life and in modern educational concepts which 
might well influence the whole course of Japan’s future history. The 
Congress wisely provided funds for this purpose, and in 1949 the first 
post-war group of Japanese, consisting of 53 members of educational 

faculties of Japanese universities, were selected to go to the United 
States for a year of study and observation. Incre sased appropriations 
have permitted the sending of larger groups since then; in all, 804 
Japanese university and college gr: aduates, including 132 women, have 
been selected through nation-w ide competition and sent to 148 univer- 
sities in the United States under the GARIOA interchange of persons 
program. Selection of an additional group, the last under this appro- 
priation, is under way at the present time. In addition to those who 
have been awarded GARIOA scholarships, approximately 750 stu- 
dents, many of them undergraduates, have gone to the U nited States 
under private sponsorship, while an additional 77, under private 
sponsorship, have gone to other countries. 

11. Apart from graduate students, a large number of persons prom- 
inent in Government service or the professions have gone to the United 
States for short periods of observation and consultation. Included in 
this group have been 261 Japanese educators. 

12. Never before have Japanese gone aboard for study in such 
numbers; never before have so many present or potential Japanese 
leaders brought back to Japan, to share with thousands of their coun- 
tr y men, So much experience in life as we know it in the free world. 

It would be unfair to conclude this brief discussion of Japanese 
waa without inviting attention to some of the many problems 
which still face the Japanese in their struggle to achieve and main- 
tain a modern, democratic school system. Foremost among these prob- 
lems is that of financial support. Japan is a poor country; the sacri- 
fices involved in the maintenance of its new school system are tremend- 
ous. Teachers’ salaries are pitifully small; the profession is not an 
attractive one from the economic standpoint. School facilities are yet 
woefully inadequate, even based on emergency standards. Much re- 
mains to be done in the training of elementary and secondary teachers: 
universities face problems not only of reorganization but of reorienta- 
tion. Nevertheless, the future is not entirely dark, and the tremendous, 
almost pathetic, faith of the Japanese people in education inspires 
confidence that progress will continue in the years to come. 

14. Equally important to the strengthening of democratic tendencies 
in Japan, as in any nation, is an informed citizenry. And to insure 
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that the Japanese are adequately informed has been and continues to 
be one of the missions of SCAP. In addition to providing informa- 
tion concerning occupation objectives, it was necessary, especially in 
the early days of the occupation, to give guidance and assistance to 
the Japanese media in their new freedoms and responsibilities. 

15. SCAP information programs, covering broad fields connected 
with the political, economic, and social rehabilitation of Japan, reach 
the Japanese people not through media owned or operated by SCAP 
but through media owned and operated by the Japanese themselves. 
Included in these media are newspapers, magazines, books, films, news 
reels, and radio. . 

16. At the end of the war, Japan had 53 daily newspapers with a 
combined cirenlation of about 13,500,000 daily, or 1 copy for every 
5.4 persons in the population. These were immediately liberated from 
the tight Government control which had prevailed for years. ‘Tute- 
lage was started which had three broad objectives: To have editors 
comprehend and cooperate with SCAP policies, to develop a sense of 
responsible journalism, and to elevate professional standards. At the 
present time there are 168 general daily newspapers, with the total 
circulation estimated in excess of 28,500,000, or a copy for every 2.8 
persons in the country. Available to the Japanese press from the 
very start of the occupation have been the news and features of most 
of the major world news agencies, including the Associated Press, 
United Press, International News Service, Reuters, and Agence France 
Presse. What they provide is supplemented with documentary, back- 
ground, and interpretive materials supplied by SCAP. Japanese 
newspapers have justified the faith placed in them by the supreme 
commander; the press in Japan today compares favorably with that 
of any of the nations of the free world. 

17. With the lifting of wartime controls, Japanese magazines, pon- 
ular and specialized, increased in number from about 600, with a com- 
bined circulation of less than 6 million, to about 2,400 at the present 
time, with a total circulation estimated at somewhat over 36,000,000. 
Many of these magazines regularly solicit articles obtained for their 
consideration from American magazines, more than 100 of which have 
given permission for use of anything they print, from Department of 
Army and Department of State writers, from United States Govern- 
ment and United Nations publications, and from the British and 
Australian Governments. Such articles embrace all subjects—politi- 
cal, social, literary, economic, scientific, and technical. In 1950, Japa- 
nese magazines took approximately 5,000 articles. Probably never 
before has a comparable volume of foreign material appeared in the 
periodicals of any country. 

18. With a circulation of 650,000, Reader’s Digest is published in 
Tokyo in the Japanese language. Printed in English in Sapan within 
a few days of their appearance in the United States are Time, News- 
week, and the overseas weekly of the New York Times. On sale also 
are Life, Collier’s, American, Woman’s Home Companion, and various 
other magazines shipped in commercially from the United States, as 
well as various British periodicals. 

19. Radio broadcasting in Japan was until recently a monopoly of 
of the Broadcasting Corp. of Japan, a public body which operates 2 
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networks of 114 stations of varying power covering the whole country. 
The corporation is maintained by fees collected from all owners of re- 
ceivers. Recently, competitive stations have been licensed, but it is 
still too early to assess their influence. BCJ has improved markedly 
in its programing in the past 6 years. Objectivity has been achieved 
in newscasts. New types of programs have been developed, notably 
a number with public participation. Machinery has been created to 
determine what listeners want to hear, and much has been done to 
modify programs to satisfy their preferences. Broadcasting for class- 
room reception has made radio an educational tool which has broad- 
ened the horizons of both school children and teachers. At the present 
time, there are more than 9 million licensed receivers in Japan, with an 
audience of more than 45 million persons. 

20. As English is read easily by many Japanese, it is possible 
through books and periodicals in that language to make accessible to 
them much of what they need and want to know about the rest of the 
world, and to familiarize them with the institutions, culture, and ac- 
complishments of the United States and the other free nations. This 
is being done in 23 SCAP-CIE information centers located in major 
cities on all 4 of the main islands of Japan. Basic stock for the 23 
centers includes 271,000 books and 22,500 subscriptions to 1,143 period- 
icals. The centers are more than libraries. In an average 4-week 
period, they sponsored 34 inspection tours for special groups, 68 
children’s story hours, 159 English classes, 46 lectures, 120 meetings of 
various groups, 103 showings of documentary films, 85 concerts of re- 
corded American music, and 14 square dances. Attendance at these 
centers averages over 280,000 monthly. So great is the popularity of 
these centers that the last four have been established in communities 
which offered to provide the necessary building and maintenance if 
SCAP would provide the director and the book stock. The influence 
of these centers cannot be overemphasized, and it is hoped by the Jap- 
anese, and by thoughtful Americans as well, that ways and means will 
be found to continue the operation of all of them after SCAP is deac- 
tivated. 

21. The potentialities of motion pictures as a reorientation medium 
have been exploited fully. In this field, perhaps more than any other, 
it has been necessary to supplement the facilities and materials made 
available to the Japanese from their own resources or from foreign 
commercial sources. Through visual libraries or centers, 1 in each 
of the 46 prefectures, some 1,300 16-millimeter sound projectors from 
the United States are being loaned to schools, citizens’ public halls, 
parent-teacher association, youth groups, labor unions, farm coopera- 
tives, and other organizations for the showing of documentary or 
educational films. For the nation-wide distribution made possible by 
these projectors, films which further occupation objectives and which 
familiarize the Japanese with the institutions, culture, and accomplish- 
ments of the western democracies have been obtained principally from 
the United States, and in small quantities from Canada, Great Britain, 
and Australia. Many of them are of government origin, but others 
are acquired from commercial distributors or private organizations. 
Some have been produced to meet specific SCAP requirements by 
American film producers under contract. A number have been pro- 
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duced in Japan. Most of those produced abroad were intended orig- 
inally for audiences with different backgrounds, and often must be 
adapted for the Japanese through elimination or addition of scenes. 
For all, the language of the sound track is translated into Japanese. 
At the present time, more than 300 titles are in distribution, and new 
subjects are being released at the rate of 10 per month. Distributed 
through the prefectural visual libraries and through the theatrical 
chains, these films are now seen by more than 40 million Japanese per 
month. Some 30 percent of the Japanese in isolated rural areas see 
no films other than these SCAP-CIE documentaries. The films thus 
made available to the Japanese show the cities, towns, and farms of the 
United States and other countries. They show schools and factories, 
They show people living and working together in a democratic 
society. Some focus attention on such universal problems as the world 
food shortage, the fight against disease, and soil conservation. In the 
past year, emphasis has been placed on films which show the struggle 
of the free nations against Communist aggression. One of these, the 
Crime of Korea, has been seen by 12 million Japanese since its release 
in March. Others, such as the UN and World Disputes, Under the 
UN Flag, and As Russia Sees It, have attracted audiences ranging 
from 5 to 14 million. The retention of this vast audience, even after 
SCAP is deactivated, appears desirable from all points of view. 

22. Finally, mention should be made of American and other foreign 
books translated and published in the Japanese language. Copyright 
complications delayed the program until May 1948, but since that time 
a very large number of important American books have become avail- 
able to the Japanese in their own language. As of December 1950, 
under the SCAP-CIE translation program, contracts for 441 books 
had been negotiated; of these, 267 had been published and placed on 
sale. Typical of the titles were, Abe Lincoln Grows Up, by Carl Sand- 
burg; Of Human Freedom, by Jacques Barzun; Human Leadership 
in Industry, by Sam A. Lewisohn; The Miracle of America, by Andre 
Maurois; American Labor Unions, by Florence Peterson; The Babe 
Ruth Story, by Bob Considine; Blueprint for World Conquest, by Wil- 
liam H. Chamberlain; Darkness at Noon, by Arthur Koestler; and Ani- 
mal Farm, and 1984, by George Orwell. In parallel with this officially 
sponsored translation program, American and other foreign copy- 
right proprietors licensed to do business in Japan assign book transla- 
tion rights under private contracts with Japanese publishers. By the 
end of 1950, 714 such contracts have been negotiated, and 272 books 
actually published. In addition, 920 other foreign copyright books 
have been made available for publication in translation without royalty 
payments, as well as 307 books in the public domain. 

23. Omitting, in the interest of time, other aspects of the information 
program, it may be said in conclusion that, if a well-informed citizenry 
is the bulwark of democracy, there is great hope for Japan’s future. 
Never have Japan’s citizens been so well informed of domestic and 
world affairs. And never have they had opened for them so many win- 
dows through which they may see the culture, institutions, and ac- 
complishments of the free world to which they are soon to be admitted 
as a sovereign nation. 
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STATEMENT OF MAJ. GEN. W. F. MARQUAT, CHIEF, ECONOMIC AND 
SCIENTIFIC SECTION, SCAP 


ECONOMIC PROGRESS AND INDUSTRIAL MOBILIZATION IN JAPAN 


1. The purpose of this discussion is to acquaint you with the eco- 
nomic recovery of Japan under the Allied Powers occupation and to 
outline current plans for insuring the continuance of the level of self- 
support already achieved. 

2. Since August 15, 1945, the Japanese economy has been trans- 
formed from a state of complete war devastation in which virtually 
all production had come to a standstill into a dynamic national force 
-apable of further advancement and enjoying a healthy rising trend. 

3. Chart 1 shows the progress made in terms of increasing industrial 
activity and industrial production. By September 1951 industrial 
activity was 145 percent of the prewar base period. The rise in over- 
all industrial activity of more than 500 percent in the postwar period 
was accomplished despite the obstacles of deficiencies of strategic im- 
ported industrial raw materials, shortages of indigenous materials, 
especially fuel, damaged and obsolete productive facilities. A growing 
realization that American aid would have to be prolonged indefinitely 
unless an aggressive rehabilitation program was instituted brought an 
expansion of United States aid to include raw material purchases with 
which to promote economic recovery. Especially after 1948 industrial 
production increased at a very gratifying rate, principally because of 
the greater availability of imported raw materials and the improved 
supply of indigenous materials, especially coal. The major recipients 
of the larger raw material allocations were the chemical fertilizer in- 
dustry, the iron and steel industry, and industrial machinery. <All 
major fields of industry participated in the advances which occurred 
through 1950 and brought postwar industrial activity to a new high 
substantially exceeding ‘the 1932-36 average. Recent declines have in 
large measure been due to electric power deficiencies resulting from 
abnormally low rainfall. 


FIVE KEY INDUSTRIAL INDICES 


The following chart (chart 2) indicates the varying rates of 
progress enjoyed in five major segments of Japan’s industry. The 
movement characterized by the coal output series is of basic signifi- 

cance, since fuel for several years constituted the chief factor limiting 
pec mehr, recovery. In November 1945, production was only some 
500,000 tons, less than enough to run the railways alone, and shortages 
of coal urgently demanded SCAP attention. Assisted by the direct 
efforts of SCAP, coal output has risen to a monthly figure of more than 
31, —— tons. 

. Chemical fertilizers, of immediate importance to Japan's post- 
war short food position, were given every initial stimulus. The in- 
creased annual harvests, largely due to more satisfactory chemical 
fertilizer applications, attest to the wisdom of this measure. 

6. Ferrous metal production was at a very low level during 1946-47. 
Subsequently, recovery in this category brought it up to a level of re- 
covery exceeding that of the coal-mining industry. 


heotons 
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7. The textile industry, as indicated, has not fully participated in 
the generalized recovery of Japanese industry. The systematic war- 
dictated scrapping of spindles by the Japanese Government, the short- 
age of wool, and the loss of the silk market for hosiery to nylon have 

each contributed to the difficulties of the textile industry. 

8. Recovery in the face of these difficulties has been remarkable. 
Once again Japan leads the world in volume of exports of cotton tex- 
tiles. Further progress in foreign trade is continuing. 

9. This chart (chart 3) shows the growth of Japan’s foreign trade, 
both visible and invisible, during the period of the occupation. The 
most significant fact revealed is ‘that Japan’s trade was virtually bal- 
anced for the first time in the postwar period in United States fiscal 
year 1951. It is also noteworthy that the balance was achieved at a 
high level. United States aid receipts although greatly diminished 
from previous years were, of course, an important source of foreign 
exchange and were augmented by the very sizable Korean procure- 
ment. The doubling of regular exports, howev er, contributed even 
more heavily toward the resulting favorable picture. Based upon 
results to date, it is estimated that Japan will achieve a favorable 
trade balance in United States fiscal year 1952. 

10. Recovery of exports was hi andicapped, although to a lesser ex- 
tent in 1951 than in previous years, by the twofold factors of deficien- 
cies of essential industrial raw materials, on the one hand, and the 
inability of Japan’s neighbors to pay for the urgently needed manu- 

factured goods that Japan was capable of exporting. The continued 

low levels of output of food and industrial raw materials of Asiatic 
countries deprived them of ability to pay for Japan’s essential manu- 
factured imports. Economic and trade levels in the Orient have 
remained below prewar levels, aggravated further by recent military 
and political developments. 

11. American aid appropriations to Japan have fallen very sub- 
stantially from the high points of fiscal years 1948 and 1949 when 
over one-half billion dollars in goods annually arrived in Japan. 
Almost $300 million worth of United States aid imports were brought 
into Japan during fiscal year 1951 (United States appropriations 
as distinct from arrivals made for fiscal year 1951 were some $182 
million). Economic aid appropriations have been terminated and 
are being succeeded by the “pay-as-you-go” program based upon par- 
tial payment by the United States for facilities, labor, and other 
demands made upon Japan. 


JAPAN’S TRADE WITH PRINCIPAL AREAS 


12. Chart 4 shows the changes which have occurred in the regional 
pe hohe of Japan’s trade as compared with the prewar period. The 
great importance of Asia as a source of supply for Japan before the 
war, When this continent accounted for half of all Japanese imports, 
is contrasted with its relative insignificance in 1947 to 1949 and its 
marked recovery in the current fiscal year. This indicates the special 
action of the occupation to reorient Japan from United States toward 
Southeast Asia as the chief source of supply for essential raw materials 
and food. The geographical pattern of Japan’s export trade was 
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not too drastically disturbed by the war. A moderate decline in ex- 
ports to Asia was compensated for by an increase in exports to Aus- 
tralia, Europe, and South America. 

13. The fact that Japan now has achieved an approximate balanced 
foreign trade should not be misinterpreted. It does not mean that the 
so-called dollar gap has been eliminated or that American aid has been 
unnecessary in the recent fiscal year or that aid in the form of “pay- 
as-you-go” is surplus income. In order to attain a viable national 
economy in Japan it is necessary to create a reasonable amount of 
working capital in order to operate efficiently in international trade. 
At the moment such working capital exists in the form of foreign 
exchange in the bank, of food and industrial raw materials in ware- 
houses and in process. 


IMERGENCY PROCUREMENT CONTRACTS 


14. An important factor in balancing Japan’s foreign exchange 
receipts and payments during the current fiscal year has been the spe- 
cial military procurement program. Contracts awarded in Japan by 
the Armed Forces and ECA as the result of the Korean war totaled 
$454 million through September 195l1—an average rate of almost $7 
million a week during the period. Supplies valued at $315 million 
made up 70 percent of the total, while services accounted for the re 
maining $141 million (chart 5). 
* * 


THE RAW-MATERIALS SITUATION 


16. *. * * Attempts have been made, with some success, to in- 
crease imports to meet the new demands upon the Japanese economy, 
but there is not yet in full view the volume required for maximum 
utilization of the available potential. The outbreak of war in Korea 
and the tremendous build-up of defense programs among free nations 
have materially altered the world-wide supply-and-demand relation- 
ships for raw materials. A careful budgeting and allocation of criti- 
cal materials for defense purposes leaves the Japanese civilian economy 
in the poistion of a minor claimant. This is particularly true of such 
scarce materials as nickel, cobalt, asbestos, manganese, and tungsten. 
Normal procedures for securing such materials can no longer be fol- 
lowed. Ideally, Japan’s position today can best be alleviated by find- 
ing new or undeveloped sources of supply within economic shipping 
distances which might be paid for in hele or part by finished prod- 
ucts needed in the source areas. 


* * * * * 
OIT-TYPE PROGRAM FOR SOUTHEAST ASIA 


20. In cooperation with American agencies in southeast Asia, fur- 
ther efforts are being directed toward the development of a program 
similar to that operated by the Office of International Trade in the 
United States for the direct benefit of Japan. It is planned that 
demands by the several countries in this area upon the overburdened 
United States production facilities may be directed first to Japan, 
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which has surplus capacity and will not be under any great strain to 
fill such orders. It is anticipated that Japan can obtain considerable 
additional business through this medium. 


OTHER PROGRAMS UNDER WAY IN JAPAN 


21. Among the critical shortages in Japan necessary to meet expan- 
sion of production to available capacity are electric power and water 
transportation. Special programs to accelerate power development 
and inteadine areunder way * * *, 


5 * * H * * a 
RELATION OF FUTURE PROGRAMS TO THE DOMESTIC ECONOMY 


26. The next major sector of analysis is that of the effect upon the 
domestic economy of these programs. Even though an adequate indus- 
trial production level has been attained and a balance in international 
transactions has been accomplished, it is necessary to consider some 
improvement in living standards if a large-scale export program is to 
be carried out—otherwise production for export will be discouraged. 

27. The threat of inflation in Japan is serious and should not be 
underestimated. The problem is greater than that in the United States 
und in many European nations. Control measures, such as the re- 
quirement to operate under a balanced budget, the inclusion of budget- 
ary reserves, provision of credit controls, additional imports, and sim- 
ilar devices, are favored because the Japanese fear a reversion to the 
onerous direct military controls of the prewar and wartime period. 
Nonetheless, some selective controls are necessary under present world 
conditions. ‘Temporarily the Government has been authorized to pur- 
chase and distribute some critical items, such as nickel and synthetic 
rubber. This process will be abandoned and defense order (DO) reg- 
ulations as are applicable to Japan will be instituted soon. * * * 

28. Chart No. 8 shows the distribution of potentially available Japa- 
nese industrial output in terms of United States billion-dollar equiva- 
lents. Of total industrial output, which for 1951 is estimated at $10.7 
billion, about 15 percent will be exported. This includes merchandise 
exports of about $1.6 billion, and Korean procurement, at the present 
rate, amounting to about $300 million. About one-fifth of the exports, 
or 3 percent of total output, is in the form of Korean procurement, as 
is shown by the cross-hatched area. The remainder, valued at about 
$9.1 billion, is retained in the Japanese economy. This is represented 
by the shaded area. 

* * * * * * * 


38. In summary, Japan has been restored from a condition of vir- 
tual complete economic prostration at the outset of the occupation to 
her present condition of exceeding prewar industrial levels combined 
with the approximate attainment of a balance in her international ac- 
counts. Moreover, a reasonably satisfactory level of consumption 
prevails, and the over-all economic outlook is definitely hopeful. 


* * * This Nation has been able to participate to a marked degree 


in the U. N. procurement for Korea and will most assuredly enjoy 
substantial orders in connection with the rehabilitation of that coun- 
try at some future date. * * * It must be recognized, however, 
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that Japan’s prosperity has in no small part been due to the high leve} 
of international trade attendant to the Korean war and the associated 
sharp rise in American defense appropriations. It goes without say- 
ing that Japan’s economic prospects along with those of the rest of 
the world are subject to significant alte ration in the event of any major 
easing of the cold war. Howev er, the performance to date warrants 
reasonable confidence that Japan should be able to surmount effec- 
tively such uncertainties as the future may present. 


FURTHER STATEMENT OF COL. BARKSDALE HAMLETT, CHIEF. 
PLANS AND OPERATIONS DIVISION, G-4, GHQ, FAR EAST 
COMMAND 


LOGISTICS IN THE FAR EAST COMMAND 


For this discussion of logistics in the Far East Command, six topics 
of current interest have been selected. 
1. Logistic responsibility. 
2. Logistic support from the United States. 
3. The rebuild program. 
Surplus property. 
Hospitalization and evacuation. 
Transportation. 


I. THE COMMANDER IN CHIEF, FAR EAST COMMAND, IS CHARGED WITH THE 
RESPONSIBILITY FOR— 


1. Requirements for Army Forces, Far East Command. 
Requirements for Far East Air Forces less supply of Air Force 


technical items and class VA (Air Force ammunition). 
Requirements for Government aid and rehabilitation in occupied 
ye as, Far East Command. 

4. Supply of the Republic of Korea Army. 

5. Requirements for the civil aid to Korea program. 

6. Supply of all United States forces in ln a except for items 
peculiar to the respective services. 

7. Support of United Nations forces in Korea other than Republic 
of Korea forces in accordance with agreements reached with the par- 
ticipating nations by the Department of the Army or the commander 
in chief, Far East. 

8. Support of United States Army section, Military Aid Advisory 
Group, Formosa. 


II. LOGISTICAL SUPPORT FROM THE UNITED STATES 


1. General: The major portion of the supplies and equipment re- 
quired to support the Korean effort is being furnished from the United 
States. Local procurement has been and is being effected where pos- 
sible if such procurement is permitted by existing laws and regula- 
tions and is more economical than from the United States or if an 
urgent requirement exists which can be met only by local procurement. 

* ~ * Bs * me ‘ 


In general logistical support from the United States has been ade- 
quate in meeting our requirements. Shortages of certain important 
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combat items have arisen from time to time, however, through close 
coordination and cooperation between the Department of the Army 
and this command, these shortages have been reduced to a minimum 
and have not, except in early days of the operation, adversely affected 
combat operations. 

2, Requisitioning: The Japan Logistical Command, which was or- 
ganized shortly after the movement of headquarters, Eighth Army to 
Korea, operates the supply system in Japan which supports forces in 
Korea and Japan and to some extent the island commands. Japan 
Logistical Command is charged with the mission of maintaining a 
programed flow of supplies and equipment from the United States 
to depots in Japan and Korea. In order to decrease shipping and 
handling costs, every effort is being made to increase direct shipments 
from the United States to Korea and to program shipments of sup- 
plies from Japan to Korea. The development of a well coordinated 
supply program has resulted in an over-all reduction in water trans- 
portation requirements for the Far East Command. Emergency and 
unprogramed shipments are still more frequent than they should be. 
Action is being taken to improve this deficiency, however, the many 
variables inherent in the logistic support of a combat operation are 
such that emergencies can never be completely eliminated. As you 
know our “logistic agent” in the United States is the oversea supply 
division at the San Francisco port of embarkation. Japan Logistical 
Command communicates directly with that agency and by timely req- 
uisitioning maintains the orderly flow of supplies and equipment to 
the Far Kast Command. 

3. Levels: In general, Japan is authorized a 60-day level of supply 
for all items except petroleum and ammunition. In the case of pe- 
troleum, 120 days’ supply is authorized; however, 75 days of this is a 
reserve Which is stored in Japan because of excellent bulk-storage 
facilities available. Recently our authorized stock level for ammu- 
nition was increased from 75 to 90 days. ‘This increase was necessary 
in order to permit a better safety factor as well as a cushion in Japan 
to absorb the fluctuations brought about by changes in the tactical 
situation in Korea, 

The Eighth Army in Korea is authorized to maintain 30 days’ 
supply of all items except perishable subsistence. The balance of 
authorized levels for support of Eighth Army exists in the pipeline 
between Japan and Korea, and in reserve stocks held in Japan. The 
pipeline consists of approximately 20 days of supply. When the au- 
thorized 90-day stock level of ammunition is attained, there will be a 
30-day reserve physically retained in Japan, 20 days in the pipeline, 
and 40 days on hand in Korea. 

Eighth Army has its own distribution problem. The majority of 
their supplies are received and processed by Second Logistical Com- 
mand through the port of Pusan. From there they must be handled 
by a series of logistical agencies before reaching the using unit on the 
battlefront. Eighth Army divides these into three areas: Rear, back- 
up, and forward. Considering the transportation time between var- 
ious areas, it is apparent that a large quantity of supplies will nor- 
mally be in transit. For purpose of illustrating the above, this chart 
indicates the division of stocks in Korea on October 18, 1951. 

Distribution of all supplies follows a somewhat similar pattern. It 
should be understood that emergency requirements call for and are 
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always accorded the most expeditious means of transport including 
air delivery, air drop, and a combination of rail and water express 
referred to as Redball shipments. 


Ill. REBUILD PROGRAM 


In briefings presented by Japan Logistical Command, and by visits 
to the various installations, you have been given a detailed picture of 
the accomplishments and importance of the recovery and rebuild 
program. The actual savings in dollars which have accrued from 
the “roll up” operation is very difficult to analyze statistically. If it 
is assumed that all items recovered would have rusted and rotted away 
in the island jungles, provided the program had not been initiated, 
each item which has been returned to supply channels could be given 
a value in the savings column corresponding to current procurement 
cost. The over-all savings derived from our recovery and rebuild pro- 
gram, if determined in this manner, would be astronomical. Ex- 
amples of more conservative figures based on realistic cost accounting 


follow: 
Estimated savings 


ERE Se Ra A EOE 5 ERT eR A * $438, 331, 000 
CO te es a Ee) 408, 578, 000 
Me oa ots che see OS ee eee 24, 763, 000 
Spare parts recovered : 
a ee ee Peet Nee Ree Oe Se rE ? 23, 853, 000 
ae a Sg ee hes Be ee 7 27, 843, 000 


1 Direct recovery from Japanese sources. 

? Current catolog value. 

4. Procurement from Japan: In addition to the maintenance and 
rebuild facilities just mentioned, a considerable amount of local pro- 
curement has been and is being made to support the Korean operation. 
Among the most important major items procured from the Japanese 
economy for use in Korea are: 

(a) Locomotives and rolling stock. 

(b) Ties and rails. 

(c) Lumber. 

(d) Bridging material. 

(e) Cement and coal. 

Items of a combat nature include: 

(a) Signal Corps telephones and batteries. 

(6) Vehicles for Republic of Korea Army. 

(c) Tentage. 

(d@) Rations for Republic of Korea Army. 
All Army procurement in Japan has been accomplished by a single 
procurement agency in the Japan Logistical Command. 


IV. SURPLUS PROPERTY 


1. Disposal of excess supplies and equipment: As a result of the 
island “roll up” and our rebuild program there was generated certain 
amounts of property excess to the needs of the command. These were 
reported to the Department of the Army for disposition and were 
disposed of in accordance with instructions furnished by the Depart- 
ment of the Army. In cases where supplies and equipment were in 
excess of the needs of the Department of the Army, they were offered 
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to the Navy and the Air Force. Surpluses to the needs of the three 
services were, under the then current directives, turned over to the 
Foreign Liquidation Commission for disposal. Following the close of 
the Foreign Liquidation Commission in March 1949, the Army was 
charged with the responsibility for the disposal of excess property 
generated by the Army. 

2. Scrap-metal disposal: The excess personal property generated by 
the Army in the Far East Command which is determined to be scrap 
is disposed of under the provisions of Public Law 152, Eighty-first 
Congress, as implemented by Department of the Army Special Regu- 
lation 755-60-5 and change 1 thereto. These regulations provide that 
Department of the Army, Assistant Chief of Staff, G—4, be charged 
with formulation of broad policies for disposal of such property and 
that oversea commanders have direct control of and responsibility for 
property disposal activities within their respective commands. 

Ferrous metals and other scrap materials generated in Japan and 
Korea are placed in supply channels and directed to various salvage 
yards in Japan. These materials are then reported to the Japan 

gistical Command who causes an invitation to bid to be prepared 
and sent to all interested bidders. This list contains approximately 
300 names of individuals and firms, more than half of whom are in 
the United States. Awards are made to the highest responsible bidder. 
All invitations to bid contain a provision that the successful bidder 
must guarantee that ferrous metal scrap will be returned to the United 
States or used in Japan. 

Scrap metal activities in the Ryukyus are monitored by general 
headquarters, Far East Command. With the recent award of a con- 
tract for the disposal of approximately 60,000 tons of ferrous scrap 
a very little remains from that generated during World 
War II. 

All nonferrous and strategic materials are reported to the Emer- 
gency Procurement Service in Washington and disposed of in accord- 
ance with their instructions. Collection and disposal of nonferrous 
scrap has generated many problems. One of interest was the hoard- 
ing and hiding of brass, copper, and other scrap abandoned on World 
War IT battlefields which has been collected by the natives in the 
Ryukyuans. In order to recover this scrap a contract was recently 
awarded for service in collecting nonferrous scrap in that area. This 
service contract provides for payment to the contractor for all such 
metals collected and turned over to the Army. 

Prior to April 1951, ferrous scrap metal and other scrap materials 
such as rubber, paper, oil, and Tanber were sold to the Japan Minis- 
try of Trade by negotiation. This policy was designed to assist the 
Japanese Government in its recovery program and was consistent 
with the Department of the Army policy. Prices received for these 
materials varied from time to time, depending on the world market 
price. 

In April 1951 it was determined that all future sales of scrap would 
be made on the basis of adequate competitive bidding as provided in 
Department of the Army Special Regulations 755-60-5. 

A definite long-range dhicy for disposal of scrap in Korea, other 
than United States generated, has been requested from Washington. 
A series of messages on this subject indicate final decision has not 
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been reached. As an interim measure, general headquarters staff pro- 
cedure requires that property identified as belonging to another na- 
tion will be reported to that nation’s liaison officer for disposition in- 
structions. 

The commander in chief, United Nations Command, has been 
charged with responsibility for providing relief and economic support 
and assistance to the Republic of Korea during the time while military 
operations are in progress. In the discharge of this responsibility the 
ferrous scrap reported to be controlled by the Republic of Korea came 
under consideration. A scrap-survey mission was sent to this com- 
mand by the Department of Defense to gain first-hand information on 
the availability of this serap. The findings of the mission are not 
available; however, an interim report to the Chairman of the Muni- 
tions Board indicates there was much less scrap available than had 
been anticipated. 


V. HOSPITALIZATION AND EVACUATION 





Currently there are * * * hospital bed spaces—fixed and mo- 
bile—in Japan and Korea of which approximately * * * are 
occupied. In addition, the United States Army hospitals in Korea are 
caring for 7,690 prisoner-of-war patients. Evacuation is almost <a 
tirely by air, both from Korea to Japan and from oye to the United 


States. From July 1, 1950, through September 30, 1951, * * * 
patients have been ev acuated from Korea to Japan, 89. + percent have 
been evacuated by air and 10.6 percent by water—* * * have been 


evacuated to the United States, 94.2 percent being evacuated by air 
and 5.8 percent by water. 





VI. TRANSPORTATION 




























* 7 * * * * * 





2. Emergency requirements during this period have been met by the 
movement by air of 17,813 short tons from the United States to Japan 
and of 105,703 short tons from Japan to Korea as illustrated on the 
chart. A conversion factor of 2 metric tons=1 short ton has been 
used to compute the percentages shown, since all air cargo is moved 
as short tons. 

Transportation in Korea: Transportation has been our major 
logistic problem in Korea. Pusan is the only major port capable of 
handling any considerable amount of tonnage and the railway facili- 
ties are in general confined to a double and single track line running 
from Pusan to Seoul. In addition there are several single track feeder 
lines of limited capacities. 

Roads: Highways are practically nonexistent. Poor roads com- 
pound our transportation difficulties since the pounding our trucks 
take causes a very perceptible increase in truck casualties both from 
accident and mechnical failures. This has a direct bearing on the 
number of Ordnance maintenance units needed and increases our re- 
quirements for spare parts and replacement vehicles. 

Korean Civilian Transport Corps: Some of the transportation prob- 
lems inherent to the Korean operations have been solved by the organi- 
zation of the Korean Civilian Transportation Corps which consists of 
approximately 15,000 Koreans organized into units who transport sup- 
plies on their backs by the use of an A-frame type pack. In aa, they 
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are human pack trains. These units are used to move supplies to units 
fighting in mountains so rough that not even a jeep can be employed. 
* * * * * * * 


Number and amount of procurement actions by headquarters, JLCOM (Procure- 
ment Section), by month for year 1951 














Number Amount |} | Number | Amount 

eta ie 300 | $13, 662,942 || 1951—January.........-_...| 1,635 | $16, 408, 72¢ 
I icticddatics aes 962 | 49, 097, 288 || February _-- eee 1,555 | 16, 238, 837 
September... - af 1,365 | 49, 236, 491 || March................]| 1,974 | 23, 462, 862 
October x ee 1,141 | 19,788,368 || Jl ee eee 1,798 | 26, 269, 886 
November..........-- 702 | 16, 470, 604 || Se ea 1,702 | 97,037, 259 
December... ._..-- 1,276 | 24, 499, 407 J0RC..--.. at tase pe 3, 974 | 239, 331, 251 

| Hi ee 

| I ge 18, 384 | 591, 503, 924 


}} 





Note.—Figures obtained from Headquarters, JLCOM, retained copies of DA AGO Forms 377—Procure- 
ment Action Report, Monthly Summary—submitted in accordance with Army Procurement Procedure 
1-800. 





FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


MONDAY, OCTOBER 29, 1951 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Tachikawa, Japan. 


MORNING SESSION—FIRST GROUP 


The subcommittee divided into two groups, the first group met Mon- 
day morning, October 29, 1951, at Tachikawa, Japan, Hon. Bill Lan- 
taff, acting chairman of the subcommittee, presiding. 

Members of Congress present: The first group consisted of Bill 
Lantaff, acting chairman, presiding; W. J. Bryan Dorn, Cecil M. 
Harden, and Charles B. Brownson. 

Staff representative present: Ray Ward, Bureau of the Budget. 

Members of the Far East Air Matériel Command present: Brig. 
Gen. D. H. Alkire, Brig. Gen. J. P. Doyle, Col. R. J. Friedman, Col. 
B. Hamlett, Col. F. G. Huish, Col. J. D. Lavelle, Col. P. B. Foote, and 
Col. W. W. Horton. 

Mr. Lantarr. First we will hear from Brig Gen. J. P. Doyle, who 
will brief us on the Far East Air Matériel Command, then from Brig. 
Gen. D. H. Alkire. 

Brig. Gen. J. P. Doyle first briefed the subcommittee on FEAMCOM 
and its operations. 


STATEMENT OF BRIG. GEN. P. H. ALKIRE, FAR EAST AIR MATERIEL 
COMMAND 


Brigadier General ALktre. There are two points the general touched 
on which I would like to further clarify for the ladies and gentlemen 
and bring to their attention. 

The industrial planning was verboten as far as the military was con- 
cerned here—and was handled by the SCAP agencies under the ESS, 
and at the time when the military were waved away from it—it was 
done for a very good reason. The Russians were here, the rest of us 
were here and other nations were involved—it was for expediency 
only. Because of that, we were not allowed to touch anything con- 
cerning the Japanese economy. So, it was not failure to comply so 


Nore.—Asterisks denote classified material deleted for security reasons. 
517 





518 FEDERAL SUPPLY MANAGEMENT 


far as the military was concerned, because the Army, Navy, and Air 
Force were all in the same boat, but because it was a matter of 
political expedience rather than any dereliction on the part of the 
military services. 


AIR FORCE SUPPLY TRAINING PROGRAM 


One other thing that General Doyle mentioned casually. On the 
educational program, we ran an experiment here, bringing a group 
commander from the combat zone in Korea into this depot for 6 
months, and he is now in my shop for 6 months just terminating his 
tour. We hope some day to get around 20 percent of our combat 
people—I mean the tactical people—filtering through each year in 
the logistical system. We feel if we can do that we will increase their 
cost. cautiousness basically because they will see the other side of the 
picture directly and the finest people we can get for the program are 
the youngsters right out of combat zone. They have been up against 
it and know what we are faced with. They know the headaches of the 
over-all logistical system and when they can get in here first hand and 
fresh from that experience and go through this 1-year cycle—10 years 
from now we will have an Air Force that knows how to run logistics 
and we will be saving dollars every day. It is worth throwing on the 
table because it is right in line with what you people are thinking of. 


STATEMENT OF BRIG. GEN. JOHN P. DOYLE, COMMANDING GEN- 
ERAL, HEADQUARTERS, FEAMCOM ~ 


Brigadier General Doyur. That’s good. This officer, incidentally, 
who General Alkire mentioned—if I could just get a regular proces. 
sion of people of his quality coming through here, it would be mighty 
good for all of us. 

That, gentlemen, is a very brief picture of what FEAMCOM is. I 
think we have some information here on the walls that would be inter- 
esting to you in your particular line of work which is supply man- 
agement, as I understand it. If there are any questions you would 
like to bring up here, we will certainly try to answer them for you. 

Mr. Lanrarr. Thank you, General. Is any of the information 
which you have given us this morning classified ? 

Brigadier General Doyte. The only thing classified—you did not 
get the detail figures unless you copied them down—is the number of 
people we have here. There is nothing else I can think of that is 
classified. 

Mr. Lantarr. General, the main concern of this subcommittee, 
other than our general aim of trying to achieve all possible 
economies within the military operation, is the effort on the part of 
the Air Force to establish its own complete logistical support. I 
think there is little difference of opinion as to the need of the Air 
Force to maintain such facilities as you have shown us here this morn- 
ing for your own special types of equipment, but we are concerned with 
the reasons for the directive which apparently has been issued, that 
you take over the procurement, distribution, warehousing, and issue 
of many common-use items. ; 
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AIR FORCE SUPPLY SYSTEM FOR COMMON ITEMS 


For example, this committee can not see why it is necessary for the 
Air Force to take over the procurement, distribution and issue of 
carbon paper and pencils, and typewriters and desks—administrative 
supplies which are common to all the services. It would appear to us 
that it would be most advantageous from the standpoint of ware- 
housing, of personnel, and of cutting procurement costs, to standard- 
ize. that type of supply within all three principal services. Rather 
than having triplication, there should be unification where supplies 
are common to all the services. We can not understand why cooks’ 
and bakers’ outfits which are the same for the Army and for the Air 
Force have to be taken over by the Air Force—why one service can’t 
do that for all three. 

Those are just a few brief examples. We know there are thousands 
of items common among the Army, Navy, and Air Force. This com- 
mittee, of which we are a subcommittee, was the committee in Con- 
gress which considered and reported the unification bill. The main 
tenor of the testimony at that time was that we would achieve great 
economies through unification as well as achieve greater opera- 
tional efficiency. Unquestionably, we have achieved much along the 
lines of operational efficiency, but apparently now there is developing 
a triplication of supply systems rather than a unification of them, and 
we are very concerned about triplication, with respect to supplying 
common-use items. We realize that your operations here at 
FEAMCOM are a very highly specialized operation; you would not 
save anything by having Army Ordnance take over this operation. 
This is your business—your peculiar know-how. But why is it neces- 
sary for the Air Force to take over the procurement, distribution, 
issue, Warehousing, administrative handling of common-use items? 


LOGISTIC SYSTEM FOR GROUND AND AIR FORCES 


Brigadier General Arxire. You caught us rather short because the 
directive asking us to plan on taking over was very recent. We have 
not had the opportunity to delve into the implications and what that 
would mean to us. However, I feel that I am giving our unified 
opinion, if I may express it that way, that our experiences so far have 
convinced us here at least that the logistical system as such which is 
geared to maintain a ground army committed to combat cannot meet 
the requirements of an air force also committed to combat for several 
reasons. Let me show you one of them against this map we have 
right here. 

From the inception and the processing of the thirty-eighth until we 
were down in this perimeter it was a struggle of existence, as you all 
well know. It wasn’t a question of having what to do it with—it was 
a question of doing it with what we had. Everyone was short—Army, 
Navy, and Air Force—and they were thrown into combat because they 
were here—good, bad, or indifferent. Now, as the situation has 
changed and as they started forward, the entire ground-support logis- 
tical system is geared on their entire communications not to carry those 
supplies to the Eighth Army in combat. The tonnage the Air Force 
tries to divert from that pipeline is less than 20 percent of the total 
logistical tonnage going into Korea. These people are straining every 
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nerve to get their stuff forward in the hands of the troops that are 
shooting at the enemy. The commander asked the Air Force, particu- 
larly in times of stress, to render every iota of ground support the) 
could. We have repeatedly been handicapped during this Korean 
operation because we could not get the things it took to put our ships 
in the air; not because anybody willfully kept us from it, but because 
the system was geared to a 60-mile-an-hour tank at best and can’t take 
care of a 600-mile-an-hour airplane. 

Mr. Lantarr. Well, General, that is the peculiar, special type of 
equipment we are talking about. 

Brigadier General ALkrre. I am talking about the support crews in 
there that have to eat. Let me show you a picture. We moved one 
group from the Taegu area in the thirteenth and the fourteenth, to 
Pyongyang, and Hamhung, and back, in a matter of weeks. Now 
every item that that outfit needed was shipped and we were trying to 
follow it along because nowhere along that system was anybody geared 
to know they were moving and take care of them as they went. Do you 
see what I am trying to bring out? It was not because they could not 
if they had known. 

Mr. Lantarr. Then that same —_ applies to a quartermaster 
truck company as opposed to, say, an infantry outfit. 

Brigadier General Avxtre. No, sir; I would not say that, because 
your flow of supply is geared to your net forward and that is exactly 
where it is going and everybody knows it is going forward there. But, 
if you have to shuffle this thing up; they did not have the trucks to move 
it for us; and we did not have the trucks to move it ourselves—the re- 
sults are you kept airplanes on the ground and they were badly needed 
incombat. You could not even get the material to keep the people go- 
ing. It was not a question of technical supphes peculiar to the Air 
Force, it was the trucks; it was the gas, the ammunition that had to be 
laid down. 

Mr. Lantarr. Would not the same situation have prevailed even if 
the Air Force had its own trucks and its own—— 

Brigadier General ALkire. No, sir, it would not—at least to this 
extent, that at least if the item came from the ZI and it was a critical 
item we were waiting for, we had control of that item from the time it 
reaches port until it was laid down to the using agency. 

Mr. Lantarr. Suppose you give me an example, in the case of under- 
wear, cooks’ and bakers’ uniforms, or common-use items of that type. 
Now, what tactical advantages would the Air Force achieve by pro- 
curing warehousing, distributing 


AIR FORCE NOT CONCERNED OVER PROCUREMENT BUT WANTS THEATER 
DISTRIBUTION FUNCTION 


Brigadier General Atkire. No, we don’t want procurement. I am 
wrong if I have given you that attitude. I don’t care who hangs on to 
it—when it comes into the combat zone—that is what I am talking 
about. 

Mr. Lantarr. When these common-use items come into the theater. 
they are delivered to the warehouse at the Tokyo Quartermaster De- 
pot. There they are separated from a bookkeeping standpoint and 
you are credited with so many of each common-use item. What advan- 
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tage is it to you to take those items out of that warehouse, put them 
in your own warehouse, and then set up your own channels of supply 
into the field ? 

Brigadier General Doyix. May I say something on that please, sir? 
This may be largely my own personal view of the se but I think 
we are losing sight of this outfit in the field. They are the people that 
have to be supported—the squadron, the group—particularly the wing 
that isincombat. Currently, that outfit has to go to a host of different 
places, one for each technical supply service. It goes to one place to 
get underwear. It has to go to another place to get POL. It has to go 
to one place to get parts for its trucks. I have recently been in this 
business. I was in technical operations during the last war and I know 
that we would have had far greater supply effectiveness at squadron 
level if that squadron could have gone to one logistical agency. 

Mr, Lantarr. Isn’t that a complaint, General, against services ren- 
dered by the Army rather than a Justification—— 

Brigadier General Dorie. No, it is not a complaint against any ac- 
tivity. Itis merely a matter of system. For instance, in the Ground 
Force, there is a logistical system in charge of putting these supplies 
of all kinds into the hands of the using unit. The Air Force does not 
have any such activity except for its Air Force supplies; and right 
there I think from the standpoint of that outfit in the field, is one of the 
big reasons why in practice—not necessarily on paper, but in prac- 
tice—a single logistical agency would improve the efficiency of that 
combat unit. 

Brigadier General Atkire. We have had an internal fight, Mr. Lan- 
taff, on exactly that same point. If you will bear with me, I would like 
to point it out. Most of our senior officers in the Air Force are former 
members of the Army or the Army Air Force at one time on air serv- 
ices. Every one of us has been imbued for years with the area con- 
trol, but I will cite one instance. We had two groups of B-29’s alerted 
and manned in Japan and in Okinawa and dropping bombs within 8 
days when this war started—in 8 days they were dropping their first 
bombs in Korea. Thatismoving. That is flexibility. That is mobil- 
ity. Time isthe whole answer tothat thing. Your problem in Korea, 
theoretically, and again I am not casting any aspersions at anybody 
because the logistical system as such is what I am trying to talk about. 
I don’t care whether it’s a soldier, sailor, or airman—we have to supply 
at this air base, but he has got to lay it at the base. Now, right now in 
the Fifth Air Force, with the exception of the small number of men 
that the logistical command maintains there, there is no one to insure in 
this constant and ceaseless flow of supply toward the front, somebody 
yanks out the Air Force requirements. 

Mr. Lantarr. Don’t you have your own trucks go to that depot ? 

Brigadier General ALKtrr. We have a tremendous number of or- 
ganic trucks which are theater-controlled items. Every time the ROK 
Army ran away and left their trucks, they grabbed every truck avail- 
able to resupply. We had to sit and wait for trucks. At the same 
time, the commander in chief was asking for air strikes and central air 
support. We were trying to give it tothem. We were about 40 per- 
cent effective. We could have been more effective, and for the same 
dollar value as far as we are concerned, if we could have been geared 
to support ourselves in the field and we are not. 
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Mr. Lanrarr. What I cannot appreciate, General, is the fact tha; 
if you have your own depots in Pusan, or in Seoul, or wherever it 
might be, you are still going to physically handle your problem in 
the same manner. You are going to have to have a warehouse there, 
and an administrative office, and the commander is still going to send 
a truck back to the depot and pick up these supplies, or fly them back. 


AIR FORCE THEORY ON SUPPLY 


Brigadier General Dove. That is not our theory. Our theory is 
this, and we apply it on the Air Force stuff. It is my job to deliver 
the stuff on the using base. They don’t go get it atall. If they have 
a need for anything on any of these bases, these operating locations, or 
if they are moving to occupy a new one, my job is to get it there for 
them. 

Mr. Lantarr. Now, how far forward do you go? Is it right to 
the base itself ? 

Brigadier General Dorie. As far as we can; right to the base itself. 

Mr. Lantarr. Well, that is a difference in theory there. An Army 
unit goes to its base and draws its supplies and brings it back to its 
unit and you deliver it. 

Brigadier General ALkire. Our wings are combat units and we are 
trying to put a minimum of housekeeping i in Korea because it doesn’t 
pay off. Our daily support for the maintenance of this aircraft can 
be done much cheaper in Japan because the same mechanic capable of 
doing a top job in Korea, and has to take care of himself in addition. 
You come back here and we can hire indigenous employees in Japan 
to replace that man and work him twice as hard. 

Mr. Lanvrarr. I don’t think there is any question about that, General, 
and no question about the peculiar supply problems—the supply of 
the items that are peculiar to the Air Force alone—but with all these 
administrative items, I still can’t see where anything is accomplished 
other than triplication. 

Brigadier General ALkire. We are not trying to justify an extensive 
parallel system. 


NEED FOR STANDARDIZATION OF PAPER ITEMS 


Mr. Lantarr. Let me give you an example. When we were in 
Anchorage, we went to the quartermaster depot and asked to look at 
the line item on stationery. There are some 17 kinds of paper there. 
The Army standard I think was 814 x 1014. We then went to the Air 
Force records and asked to look at the same type of paper. They 
said, “We don’t use 814 x 1014, we use 8 by 1014” because they had 
taken over that particular item and set up their own specification for 
it. Now, how in the world do we achieve any economy setting up two 
systems, one branch of the service saying, “We have got to have 8 x 
1014,” another one saying, “We have got to have 814 x 1014,” because 
we can't support our troops in the field unless we change those speci- 
fications. 

Brigadier General Atkire. Yes; I will agree with you 100 percent. 

Mr. Lanrarr. That is the kind of thing we are worried about. We 
are just getting triplication on common-use items. 
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CENTRAL PROCUREMENT AND GENERAL WAREHOUSING 





Brigadier General Arkme. * * * during the last war there was 
established a service of supply. Maybe that is the answer. Maybe 
someday we will have central procurement and general warehousing. 
The point I am trying to make and apparently I am talking around 
what you are after—I don’t care who buys or gets it out here. We are 
using cross servicing. We are using MSTS, the boats. We use the 
air lift to take some of the things out. We use the rail method and 
the Transportation Corps. They are doing a fine job. Nobody is 
criticizing what is being done by the operating agency, but somewhere 
back in this pipeline, [ want that material! I don’t care if it is a 
standard item. That’s fine! That does save money and makes pro- 
curement much easier, and I feel that we have tied procurement and 
distribution together incorrectly. 

Now, maybe a master warehouse back in the United States provides 
for everybody and ships to the front, but it is much easier in our type 
of operation if they package that thing so it comes out here and if 
necessary is laid down atthe * * *, 

Mr. Lanrarr. Well, I don’t think there is any question about that. 

Brigadier General Auxrire. And, to me, that isn’t duplication. We 
don’t 

Mr. Brownson. General, isn’t your problem a problem, essentially a 
problem of ground transportation? I mean, why do you need to set 
up a whole system for separate supply? It looks to me like all you 
need is three or four quartermaster truck companies attached to solve 
your problem and rush the supplies up to your scattered units. 

Brigadier General Atkire. If you are going to utilize those bodies 
and the truck requirement is there, what difference does it make 
whether they wear a blue outfit or a brown uniform ? 

Mr. Brownson. The difference it makes is that under your separate 
supply system proposal you have a whole administrative supply set- 
up In every echelon all the way on up through. You have only one 
set of rails facilities up there for all supply agencies, Army or Air 
Force, to use. If you get a lot more supply services competing for 
the use of that same rail facility, I don’t think it is going to simplify 
your problem. 

Brigadier General Atkire. We are not competing, sir, because the 
tonnage is the same whether it is in a blue box, red box, or brown box 
means nothing. 

Mr. Lantarr. Here’s the difference it makes. You had to take over 
your own supply system for blue shirts and black socks and black 
shoes instead of khaki shirts and khaki socks because they are no 
longer common-use items. We actually don’t know what the answer 
is. We are trying to find out from you because the main thing is to 
service those troops in the field. 

Brigadier General Auxrire. Yes, sir; that is our point. From the 
bottom of the heap, on paper we can set down and I think agree point 
by point with you, right down the line. 

Mr. Lanrarr. That is why we are out here with you. In Washing- 
ton, we get one idea—— 

Brigadier General Atxire. Let me show you something. 
That is the rail head. The truck columns from the rail head going to 
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the Ground Forces committed, pass right through our airfield there. 
We in the meantime can’t utilize those trucks. Now, that is no fault 
of the Eighth Army. They are using every piece of equipment to do 
their job. If we try to pull our 10 percent or our 15 percent out of 
those trucks on the 12-mile haul, they are in trouble and so are we. 
We are bottlenecking that whole routine that is going up to support 
whatever corridor they are in—I think it is the ninth. We are in the 
meantime short of trucks but we still have to make that 12-mile run- 
around and get our stuff up to that airport. With a flow already chan- 
neling through the cockeyed thing, you don’t lose anything or gain 
anything if it takes so many trucks to haul so much tonnage. “My 
point is this. Instead of sending it up here in bulk and then us trying 
to chisel it out which means bre aking down your cases, and so forth, 
package the thing and send it to Wanju in a blue box. 

Now, regardless whether the Eighth or the Air Force hauls that box 
up * * * makes no difference to me—it is not duplication. It is 
the same inventory job you had basically but my man here in the depot 
knows on his control that that box is going * * * and he can 
forget about it. 

We have another problem introduced by that—that the Army works 
on an automatic resupply. They push it up there on a factor basis 
and in most of their operations, it is the finest thing on earth, if it 
meets their problems, but we have so much of our supply not neces- 
sarily common, but some yes, in which we go up on a consumption basis 
only and a distribution basis. This particular outfit, for instance, 
has been staging out of * * *, In about 3 days’ notice, they went 
overto * * *, Every item that was channeled into that place had 
to be rehandled and reshipped. If we are crating it for them, we can 
divert it any place along the line. In other words, we are geared to 
this. The present logistical system is not. 

- Mr. Brownson. General, I don’t want any classified information, 
but I would like to have a rough idea of how many Air Force units 
and how many Air Force personnel you are concerned with in Korea. 

Brigadier General Arkire. * * 

Mr. Brownson. About * * * Air Force troops in Korea. Un- 
doubtedly because of the size of your command, there are a lot of units 
making up that number of personnel ? 

Brigadier General Atkire. Yes, and they are scattered all over 
hell’s half acre. T hey’ve got radar watching groups all over the place, 
on top of hills; they are in these little jeeps you have seen scattered 
around. 

Mr. Brownson. But don’t you attach those small detachments? For 
instance—when you have a small United States Air Force detachment 
out there, aren’t they attached for rations and quarters to the parent 
division ¢ 

Brigadier General Atxtre. They are attached to the nearest sup- 
porting agency, just like we support the air evacuation people back at 
our bases. 

Mr. Brownson. That makes good sense. It represents traditional 
and practical cross-servicing. In your support mission you move all 
around the area, but so does an infantry division. You pull one divi- 
sion out of this side of the line and 4 days later, it pops up on the other 
side of the line, doesn’t your detachment move with it? 
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Brigadier General Auxire. The infantry division moves up and 
down on that line. It does not wander down to Pusan or into K-8 or 
K-3 or over to K-2. The 84’s for instance, have been bounding around 
all over the place. That is a problem that no one but ourselves under- 
stands. I feel it is an imposition on another logistical system to try 
to heckle them into supporting us, today here, and tomorrow there. 

Mr. Brownson. What is K-2? A field? 

Brigadier General ALktre. That is an operating location; yes. 

Mr. Brownson. Now, what kind of agency in the Air Force operates 
that kind of a field ? 

Brigadier General ALkire. The wing operates the field. 

Mr. Brownson. As I get it from your testimony, one day that field 
may be empty and the next day it may be utilized to capacity ? 

Brigadier General ALKIRE It is never empty because you have your 
air evacs going’in there and out: you have reconnaissance missions 
coming through; you have battle-damaged ships landing and so forth. 
We never abandon them. 

Mr. Brownson. Then, by and large, you have just as fixed an in- 
stallation as the Ground Force. The ‘only thing is your population 
changes every day. It looks to me like your big problem is trans- 
portation. 

Brigadier General Avkire. The big problem in any place is trans- 
portation. 

Mr. Brownson. It always is in a combat area. 

Brigadier General ALKIRE. However the thing I am kicking about 
is if the boxear goes right past K-2, ‘if they can see the corner of 
the box and it is blue, they know it belongs to them. Do you see what 
Imean? It is marked to go to K-2. It is not packaged that way now. 

Brigadier General Dorie. There is one thing I would like to check 
into now. It seems to me that two or three things have been said about 
setting up a parallel supply line. Now, that is not included in the Air 
Force proposal that I know anything about. It is merely taking into 
the Air Force supply line these items because it is in our 

Brigadier General Arkire. It is still the same item regardless who 
handles them. 

Brigadier General Dorie. There would be no setting up of a quar- 
termaster corps or ordnance within the Air Force. We have an Air 
Force supply line that is handling many items now. I stock for the Air 
Force distribution over here maybe 220,000 different things. Now, 
this is adding another item which we currently do not have but it is 
not setting up another supply line. 

Mr. Brownson. We know that, General, and that is exactly what 
worries us from the over-all supply inventory consideration. Every 
time you have, for instance, a 45- or 90-day level here in your theater, 
and you duplicate that item in another supply, system, you have that 
many more stocks including critical and expensive items which remain 
frozen in the theater to achieve stock levels. From the figures pub- 
lished at the end of World War II, we know that there was more stuff 
left over than was used during the entire war. Asa matter of fac t, 
supplies—with the exception of subsistence and petroleum products— 
consumed during World War IT totaled $31,581,000,000, compared 
with supplies worth $31,464,000,000 on hand as surplus at the end of 
the war. We know that war is waste. We are absolutely convinced 
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of that, but we are still determined that it should be the least waste 
possible because this thing can break down, General. When we sit 
down there in the House of Representatives and vote a $57,000,000,- 
000 blank check for the armed services, we do an awful lot of think- 
ing. That is our concern—is that we are going to get so much in 
these pipelines all over that when this thing slows down, we think 
the less there is in those pipelines and the fewer number of places each 
item is stocked, the more resultant economy. 

Brigadier General Atkire. The thing I can’t make clear to you ap- 
parently is the thing we are trying to express. The tonnage is there 
whether that level you are talking about is here in one warehouse under 
one master depot or whether in another warehouse over here. Your 
tonnage has not changed. They are using a level for us and a level for 
themselves and they cannot buy the idea of putting it all over here, 
when times are tough is the most effective way of doing it efficiently, 
yes, but if you give me your pocketbook, and I am honest and you know 
it, and we go downtown shopping and you don’t stay with me; you 
want your nickel and I got it. It is the same amount of money. I 
have not taken anything away from you, but you can’t spend it when 
you need it. 

Mr. Brownson. That is a good analogy, General, but when you 
carry it forward in the number of services you have here, and have a 
nickel in each pocketbook 

Brigadier General Atkrre. I don’t have a nickel in each pocketbook. 
We have a certain number of classes set up now. We are issuing flyin 
equipment now. The only difference between flying equipment ca 
clothes is the nomenclature. Actually, we can put, I think it is class 
13 in the Air Force stocks, it does not make a bit of difference whether 
we are issuing a pair of shoes or flight boots. The machinery is there. 
It is geared to do it now. The tonnage that is taken away from this 
warehouse will be the same tonnage put in that one. We are not ask- 
ing for an increase in the over-all stockpile to support us in the manner 
in which we would like to become accustomed. We realize that dollars 
are few and far between. I feel there is waste induced in the present 
system now inherent in that attempt to yank out somebody else who 
is straining every nerve to get something else in a different direction, 
that will save in the long run more than we will lose by supply duplica- 
tion. 

Mr. Brownson. I think the soundest argument on your side might 
be that when any supply system gets so big it is questionable as to 
whether you get any economy by making it any bigger. 

Brigadier General Acre. If it does not do the job, there is no 
economy, sir. 

Mr. Brownson. In other words, I am perfectly open minded about 
this thing. I have not made up my mind, am just trying to develop 
these points. When you are supporting 30,000 men, you may be sup- 
porting a separate supply system and resultant economy would be 
produced. That is possible. ; 

Brigadier General Atxire. I can’t justify that right now, sir, be- 
cause I do not know what the resultant economies might or might not 
be. I would not dare say it would guarantee better effectiveness in 
combat and that is what you are spending your dollar for. We failed 
tocarry * * * of demolition bombs against the enemy in the first 
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vear of this war because of inadequate facilities and inadequate equip- 
ment. We could not build the Air Force we wanted. We did not 
have what it took. The boys were building bridges, rail lines, every- 
thing under the sun. They could not spare a man to help us out. 
That is not damning anybody. Those are the facts of life. We paid 
through the nose for it. Those * * * of bombs might have 
broken those advances or retreats. We don’t know. Our airplanes 
were utilized * * * effectively. Now, gentleman, you can pay 
a tremendous price in support to get that up to * * *  effective- 
ness. I don’t know what par is in war. I don’t think we could ever 
reach 100 percent effectiveness, but when you are flying airplanes 
and they are only carrying 40 percent of the mail and our ground 
army is in desperate struggle to protect and defend itself and you 
can’t do it, we are not saving money, gentlemen. 

Mr. Lantarr. Of course, that was a theater-command decision that 
the emphasis would go in that direction. 

Brigadier General Auxire. It was not a question of emphasis, it 
was simply a question that we did not have enough of it to begin with. 
The finest engineers on earth over there can’t do a thing without 
equipment. 

Mr. Lanrarr. Of course that same situation could have existed even 
though the Air Force had its own units for that type of purpose. 
We were caught short by the whole Korean operation. 

Brigadier General Atxire. I am not talking about who does the 
construction. It was the facts of life that hit us, but on the other 
hand, how much difference couldthat * * * have made at certain 
times over there? 

Mr. Lantarr. How much would * * * difference in our troop 
strength in Korea have meant at the time of the initial break-through 
at the perimeter ? 

Brigadier General Atxkree. I can only answer the question this way. 
I talk in terms of air. My problem, sir, is in the air. It is an over-all 
problem, I realize, but I am fighting desperately because we sincerely 
and firmly believe we got to break away from gearing that isn’t tied 
to the Air Force. 

Mr. Lanrarr. As I understand it, your point on these quarter- 
master items, for example, is that they are shipped to Pusan, and from 
Pusan your units are charged with picking up those supplies in the 
Pusan area for delivery to the particular unit they are going to. 

Brigadier General Atkire. That is right, sir. 

Mr. Lantarr. You have inadequate vehicles assigned to that par- 
ticular wing and so it is a tough problem. If you had distribution of 
those quartermaster supplies yourself, you would then bypass Pusan 
and go from your depot here direct to the using unit field, wherever 
possible. On quartermaster items, you probably could do that. 

Brigadier General Auxrre. In our fixed bases, gentlemen, on food 
and staples and as you say the more common items, I can’t argue. 

Mr. Lanrarr. You are still going to have a depot—a base somewhere. 
It would mean that the Pusan base would be a little closer to the 
operation. You would have more trucks and you could go and pick 
them up. It seems to me the only difference, as mentioned before, is 
having more trucks available to you so you can get the supplies. 

Brigadier General Auxtre. It does not make any difference who has 
the trucks so far as the over-all picture is concerned, as long as they 
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lay those supplies down on the base. To me, I don’t see duplication 
there because it takes so many trucks to move so many tons, whether 
to an air base or a division at the front. 





CENTRAL SERVICES IN ZONE OF INTERIOR 





Mr. Brownson. You are talking about your blue boxes coming to 
the base off the trucks. I am inclined to agree with you that if these 
trucks are moving up to support an infantry division and drive right 
through one of your air field areas, it seems very silly that they can’t 
dump off the load that it takes for that area. Is there any way of 
solving the problem in that way ? 

Brigadier General Atxire. In trucks only, sir. It woud not make 
a great deal of difference whether we had them or the Army had them. 

Mr. Warp. General, may I ask you a question! As far as the zone 
of interior is concerned, you do not care whether those boxes are 
painted at all, do you? 

Brigadier General Aker. In the storage back there; no. 

Mr. Warp. In other words, as far as you are concerned, the common 
depot is there for common items. 

Brigadier General ALkire. I don’t care who buys it or who supplies 
it. I just want it in the Air Force pipeline sooner. To me, as long as 
the tonnage is rolling over here in the same bottles, I don’t see what 
difference it makes whether it comes out of that port marked “blue, 
brown, or red.” 


PIPELINE TO FAR EAST 





THEATER 


Brigadier General Doyie. I think we might take a look at what 
happens to Air Force ammunition, for instance bombs. We put in 
our requirements to the States based on consumption and our know]l- 
edge of future planning. We use that consumption and knowledge 
of future planning to establish levels. Those bombs go in, many of 
them directly into Pusan and our ammunition depots there. They 
come out of that ammunition depot based on the requirements estab- 
lished monthly by the Fifth Air Force. They are delivered to the 
field at which point, my people relinquish their interest in them. 
Now, in the process of getting to the field, it is conceivable that we 
have types of transportation that might be used, but it is the logistical 
agency's job to put it in there. On the other hand, if they need toilet 
paper, the outfit has to go to a place that stocks toilet paper to get it. 
If they need vehicle parts, they have to go to another different place 
and so on, for each supply service. 

Mr. Lantarr. Would you contemplate setting up warehousing facil- 
ities and a distribution point at each airfield / 

Brigadier General Doytx. No, I would under this proposed set-up 
of taking over our assets sooner, I would move into the airfield the 
requirements of each item whether it was bombs or whether it hap- 
pened to be socks or vehicle spare parts. I cannot do it under the 
present system because I have no control over any of these technical 
service assets. 

Mr. Lantarr. The quartermaster people tell us if you requisition 
such and such an item, that their liaison groups supply it from stocks 
on hand. 
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Brigadier General Atkirr. That is here in Japan. When you get 
to Korea they go to several different agencies to pick up their sup- 
plies, wherever they might be. If they are all together, fine. If they 
are not, it is different. 

Mr. Brownson. Of course, General, the practice is that they all 
group around the railhead—aren’t they pretty well centralized / 

Brigadier General AcKire. They are usually around the port. 

Mr. Brownson. By and large then, you have different people mov- 
ing different classes of supply to different units. Don’t you have an 
ordnance company supporting a wing? 

Brigadier General ALkine. Yes, we have what we call the Vehicle 
Repair Squadron. 

Mr. Brownson. Well, they are going to be trucking back to the 
ordnance outfit. 

Brigadier General Doytr. There is no Air Force ordnance unit 
supporting any wing. 

Brigadier General AuKkire. We have it from the ordnance people— 
sorry, but just can’t do anything for you at this time. The time we 
are pushing hard is when they are pushing hard. See what I mean? 
It is the timing element in there that runs it, not because they don’t 
want to but because they can’t. They have got to move it forward. 

Mr. Brownson. That again is the theater commander's priority / 

Brigadier General Avkire. It will be any combat commander’s pri- 
ority, sir. The tougher it gets, the greater the tonnage is. To keep 
that stuff moving forward is the thing. 

Mr. Lantarr. It would seem to me that the theater commander is 
the one who should solve that problem because if ordnance is saying 
1 only have so many of a certain item, and the ground troops have a 
No. 1 priority and the Air Force is No. 2 priority, then that is a ques- 
tion of command and the theater commander should say how the item 
isto be distributed. 

Brigadier General ALkme. I wish I were the caliber of an Abe Lin- 
coln—if IT could tell a good parallel here to show what I am talking 
about. I am not trying to criticize and God knows the supreme com- 
mander anywhere has got a technical problem on his hands. I feel 
strongly though that if it is in our channels and under our control and 
the air missions assigned to that commander, we can then accomplish 
that mission more effectively without heckling the man alongside. 

Mr. Lanrarr. I can see your point. From the over-all standpoint, 
there is just so much matériel and equipment available in America. 
We are short of machine tools. We are short on production. Tank 
production is slowed down because of lack of critical materials. We 
have terrific bottlenecks. We have one agency now trying to get those 
things—one agency trying to procure for both services. Now, if 
we set up a separate competing agency over here, you are going 
to be competing because you are going to try to accomplish your 
mission. I would be doing the same thing, I think. But you set up 
two competing agencies for the same item and you compete because 
if you don’t you are not going to do any better a job getting the equip- 
ment than you do now. 

Brigadier General Avkrre. I know, sir, but the requisitions going 
back to the States against your limited source of supply is for both 
the Army and Air Force. I cannot see where there is any problem 
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involved whether they ship it to the Army and Air Force, or ship 
it en masse and try to split it up when it gets here. 
Mr. Lantarr. But, if it is split at some point, you are still going to 
have a shortage of equipment unless you are competing with them. 
Brigadier General ALktre. It depends on how far you want to draw 
the line of demarcation on competition. 


DISTRIBUTION PROBLEMS 


Mr. Lantarr. That seems to me the theater commander’s decision. 
Brigadier General AvtKime. I don’t see how it can be, sir. When he 
thinks we are doing all we can and we are not, we can’t tell Genera! 
Ridgway that we dida * * * job. He thinks it was a fine job. 
We did a job for him. He is the theater commander but not an air 
commander. Imagine what could have beendoneat * * *. Now! 
don’t think that in a great many instances here, the flow of supplies to 
the Air Force when required would have changed one iota the standard 
of tonnage going into those armies. We have had case after case where 
the things come into the tech depots over there and they are sent for- 
ward automatically as fast as they come in because they are fast 
consuming items. Our truck arrives with our requisition and he 
says, “Sorry boys, reorder.” Our kid goes back slightly bewildered. 
The next day he comes back and a shipment came in and he gets some 
of it. A week later he can’t get it again. He doesn’ know where the 
Sam Hill he stands. There is nothing to bridge that vacuum, as 
far as the Air Force bases in Korea are concerned. 

Mr. Lantarr. As I see it, your case is this—setting up a separate 
supply service for the Air Force is desirable. It may or may not cost 
more money, but the money consideration is secondary to the con- 
sideration that we know we can perform a better tactical mission. In 
effect that is your case. 

Brigadier General ALxire. That is right. We can do a better job. 
There are millions and millions tied up in those aircraft. They are 
only good when they are flying. 

Mr. Brownson. With one amendment. The only thing the Gen- 
eral is saying is the separate supply system for the Air Force should 
be established in the theater of operations. Is that right? 

Brigadier General ALxire. I would rather not clarify that, sir, 
because it is above my stand here. I am telling you the Korean picture 
as we see it here from our 

Mr. Brownson. That is what I mean—from your standpoint you 
are talking about this separate supply system only in the theater of 
operations. 

Brigadier General ALKire. Right. From the Washington picture— 
from here on I don’t care who got it, where they store it, or how 
they ship it to us. When it gets out here, I want it in an air force 
control. We have control of our air force tactical items and our 
equipment. We have it on our IBM machines. General Doyle’ 
people can tell you what is coming in on the next ship; who it is for; 
and what—where it is going, what we are going to do with it before 
the boat ever docks. We cannot do that with the other logistical 
supplies. We have no idea what is coming in, where it is, or who it 
is going to, and we feel our mission is being seriously affected because 
of that lack of knowledge and control. 
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Mr. Lantarr. I think one of the difficulties too is the fact that 
ordnance and quartermaster have not developed the concept, or ure 
not appreciative of the peculiar Air Force problems. Perhaps there 
-hould be a closer understanding of quartermaster and ordnance and 
engineers with Air Force problems. 

Brigadier General Atkire. We would look awfully silly trying to 
iake Hill 17 over in Korea tomorrow. I don’t know anything about 
the artillery. Lam not a doughboy, but I think I could bomb that 
hill pretty effectively. 

Mr. Lanrarr. Perhaps within those services we should have Air 
Force people if they are going to be in common service. That it should 
be solved by having somebody that has some concept of what your 
problems are. Your justification for doing this is based on the fact 
that the Quartermaster Corps and other technical services have no 
concept of your problem and no appreciation of your problem and 
if that is true, I think it is wrong. 

Brigadier General Atxire. They may think they have, as you 
brought out. 

Mr. Lantarr. I think that is something that should be done and I 
think those services, if they are to supply common-use items, should 
have your problem in mind and have your people in that service. 

Brigadier General ALkrme. These army men sri developed & sys- 
tem of support to meet their requirements and it is a good one, I 
imagine. In other words, it has done a job—a good job. I have no 
grief with that. Maybe it is the best system there is to support that 
combat army, but it isn’t geared to support an Air Force. 

Mr. Lanrarr. I think perhaps the Quartermaster Corps, the Ord- 
nance Corps and the other technical services should modernize their 
distribution system if it should be concluded that they supply com- 
mon-use items. The mission of the using agency must be kept in 
mind, 

Brigadier General Arxire. As I mentioned early this morning to 
you, through the years it is apparently immediate that the tech 
supply items could not be handled through this system. We had 
to branch away and set up an Air Force technical supply branch. Now 
you have duplication in those classes of property. I think it is up 
around 90 or 67 classes now. It used to be around 36, but World War 
II added a lot to it. You have common items—similar items—in 
every Air Force class right now, being issued from the Army sources 
or from the other logistical sources. The fight seems to be that you 
don’t want us, at a cost idea of setting up a duplication of what is 
already over here. We don’t consider it a duplication because we are 
not asking for an increase in tonnage. 

You got so much stuff and your requirements for this army are so 
much and for us so much. We are asking you simply for the love of 
heaven, ship it to the Air Force! Now you use the Navy, you use the 
Army transportation system, you use the air-lift system in shipping 
those things out here—but for heaven’s sake, stencil them “Army,” 
“Navy,” and “Air Force” and let’s have the stuff! Then, if the theater 
commander gets into a bind, which he has done repeatedly, on our 
stuff and his own, he has given it to you sometimes and taken it away 
from you sometimes, he still dominates the logistics picture. If he 
wants those trucks for the ground force, they go to the ground force. 
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They will take them off any air base in Japan or the Rkukyus, or any 
other place. He has done that thing. We have taken jeeps away from 
the Army to build up our little tactical control affairs, but when they 
need them and needed them badly, there is your command decision. 
But, we are not throwing things away. We are not sandbagging here 
and hanging on to them. We got better stock-control records of Air 
Force property than any system over here. We can tell you where it 
is and how much there 1s, if you want it and tomorrow you can have 
it. The ship order comes to us and we move it. 

Mr. Lanrarr. Maybe the Army logistics system should be patterned 
after the Air Force. 

Brigadier General ALkrre. I don’t know, sir. Don’t get me wrong. 
I am not criticizing their system. They are fighting a ground war; 
we are fighting in the air. 

Mr. Lanrarr. General, don’t think we have preconceived ideas 
about this problem. Weare trying to see if we can find out some of the 
answers and your presentation here this morning has been extremely 
helpful. As far as I am concerned, I see an entirely different picture 
on this matter. I still think that one service can issue common-use 
items and we can avoid duplication, but do think at the same time 
in making any such recommendation that it must be so designed as to 
enable you to fully carry out your mission. 

Mr. Brownson. Isn’t what the general is saying simply this—that 
unification should be a two-way street. If they want to unify the Air 
Force with the ground force and the Navy, that is fine, but the ground 
force and the Navy in the unification program have to consider seri- 
ously the needs of the Air Force. 

Brigadier General Auxire. In other words, we are fighting the 
same war. 

Mr. Lantarr. One other question, General, with reference to local 
procurement by your command. The Logistical Command has a 
procurement officer to procure locally from local markets such things 
as produce, or the steel you need in your operation here. Should there 
be a theater procurement officer to prevent competition between the 
Air Force—between your command here and the Logistic Command— 
for the same labor or the same steel. 

Brigadier General Avxire. In raw stocks in the Japanese economy, 
there are two things that control it. In the first place, when we are 
going out to procure something, we sound out the other two or see if 
they need this item. If so, how much. Then, we gage our contract 
to take care of all three of us. We have done that in one case here 
with 90-gallon napalm tanks. We called the Navy and they said 
they were going into the market the same time we were. We said 
we would get them for all of us, which we have done. 


* * * * * * « 


Mr. Lantarr. You think it is sufficiently coordinated so there is no 
competition between the services? 

Brigadier General ALkire. It has been; yes, that is so. 

Mr. Lanrarr. I think you had some question you wanted to ask, 
Mrs. Harden. 

Mrs. Harpen. I was just going to ask your medical officer if you 
have all the medical personnel that you need. 
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Colonel Jenkins. At the present time, we are adequately staffed 
for the service we render and the missions committed to this station. 
I am very happy to make that statement. That includes doctors, 
nurses, administrative corpsmen, and so forth. 

Mrs. Harven. Thank you. How many WAF’s do you have, 
General ? 

Brigadier General Dorie. My WAF detachment is one, a major. 

Mrs. Harpven. Could you use more? 

Brigadier General Dorie. I could use quite a number more if I 
could house them. Right now, I have no place to put them. 

Mr. Lanrarr. General, thank you very much. This has been very 
helpful to us. 

Brigadier General ALkire. Again let me remind you, sir, that we 
are pretty close to the forest here, but have tried to be honest and 
put our cards on the table as we see them. 

Mr. Lantrarr. In Washington, we have the same feeling—that some- 
times we are too close to the forest and can’t see the trees. That is why 
we are in Japan. Thank you very much, gentlemen. The meeting 
will stand adjourned. 
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MONDAY, OCTOBER 29, 1951 


Houser or REPRESENTATIVES, 
SuBcoMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Yokosuka, Japan. 


MORNING SESSION-—-SECOND GROUP 


The second group of the subcommittee met Monday, October 29, 
1951, at Yokosuka, Japan, Hon. Herbert C. Bonner, chairman of the 
subcommittee, presiding. 

Members of Congress present: The second group consisted of Her- 
bert C. Bonner, chairman; George Meader, and Harold Donohue. 

Also present: Congressman John F’. Kennedy, of Massachusetts. 

Staff representative present: Thomas A. Kennedy, general counsel. 

Supply Department, Fleet Activities, Yokosuka, Japan, represent- 
atives present: Rear Adm. Kenmore M. McManes, USN, ComNavFe; 
and Commander Fred W. Fallis (SC), USN, Supply Officer, Yoko- 
suka, Japan. 


STATEMENT OF ADMIRAL KENMORE M. McMANES, USN, COMNAVFE 


Admiral McManss. Mr. Bonner, and gentlemen of the subcom- 
mittee, we are happy to welcome you here to Fleet Activities, Yoko- 
suka. We have preceded this presentation of our mission by a survey 
of the naval installation. It is to be regretted that time is so short. 
However, I know that you gentlemen will receive the full cooperation 
of our staff, and I wodendand that you will gather later in the Dai 
Ichi Bulding at SCAP Headquarters. 

It is my intention if it pleases the committee to have representatives 
of our Fleet Activities present at that meeting for the purpose of more 
detailed questioning of our naval program in Japan. 

I will now call on our supply officer at ComNavFe, Commander 
Fred W. Fallis, who will outline the supply functions at Yokosuka. 

Mr. Bonner. Thank you, Admiral McManes. 


Norr.—Asterisks denote classified material deleted for security reasons. 
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STATEMENT OF COMMANDER FRED W. FALLIS (SC), USN, SUPPLY 
OFFICER, UNITED STATES FLEET ACTIVITIES, YOKOSUKA, JAPAN 


BASIC RESPONSIBILITIES OF COMNAVFE 


Commander Frep W. Faris. The Supply Department, Fleet Activi- 
ties, Yokosuka, performs a number of logistics functions. One of our 
chief responsibilities of course, is the procurement, storage, and issue 
of material, supplies, and equipment required to support the naval 
base and ships repair facility, and other Navy shore commands and 
activities * * *. In addition we are charged with the responsibility 
of providing similar logistic emergency back-up support of Naval 
Forces in the Far East to the extent practicable. 

Other important Supply Department responsibilities include opera- 
tions of the Navy air freight terminal at * * *; operations of the 
Yokosuka Navy ships store and the commissary store; and operations 
of the Fleet Activities general mess involving the feeding of 
some * * * station and transient enlisted personnel three times ¢ 
day. 

The Supply Department is also charged with several very important 
fiscal responsibilities. One of these is the semimonthly payroll prep- 
arations and payment of all shore-based and small-craft Navy per- 
sonnel in the Yokosuka area. Another is the maintenance of extensive 
appropriation, allotment, and stores accounting records, reports, and 
returns to the General Accounting Office as they pertain to the Supply 
Department operations of the Yokosuka command. 


. ¥ * * * * * 
FACILITIES 
~ * * * * * * 


The movement of materials between and within the storage areas 
is also greatly facilitated, in addition, by our large fleet of trucks, 
fork-trucks, dock-mules, warehouse trailers, dollies, and other modern 
materials-handling equipment in order to accomplish the necessary 
movement of supplies with maximum efficiency and a minimum cost in 
time and labor. 


* * a * x * s 


STOCK POSITION 


And now I should like to spend a few minutes on the matter of stock 
levels. The supply department Yokosuka, in carrying out its logistics 
mis gr responsibilities, currently stocks some 240,000 line items, car- 
ried at an inventory value of approximately $66,500,000. Of these 
240,000 line items, only about 25,000 are considered to be nontechnical 
in the broad sense, such, for example, as office and housekeeping sup- 
plies, provisions, general hardware, etc. A brief review of the follow- 
ing chart will be of interest: 


~*~ . a * * * a 


Having in mind the degree of emergency back-up support that 
Yokosuka is required to provide to the Naval Forces in the Far East, 
and remembering also the vast amount of complex technical equipment 
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installed in our modern naval vessels and aircraft that necessarily 
requires an amazing variety of special maintenance parts, the stock 
range at Yokosuka 1s considered to be extremely modest. 

This healthy condition results directly from operational applica- 
tion of the basic principles of the Navy’s integrated supply system. 
At this point I should like to touch on one very important phase of the 
Navy supply system, known as inventory control. This, as you know, 
is the means by which a proper range and balance of stocks are main- 
tained to meet the needs of the Navy in various operating theaters 
through automatic stock status reporting procedure, and consequent 
automatic stock distribution to points of demand. The supply depart- 
ment Yokosuka is an actively participating member in this integrated 
system. It not only receives stock replenishment automatically to 
meet demand, but it also makes redistribution of stocks on hand to 
other activities as directed by central inventory control. Because of 
this fact Yokosuka does not have on hand any stock excesses, as the 
term is generally applied. 


SURPLUS PROPERTY AND SCRAP 


Next, I should like to discuss briefly the subject of surplus prop- 
erty, scrap, and salvage, as it pertains to the Navy at Yokosuka. 
Surplus property of American origin has not been a past prob- 
lem nor a present one. We have none. During the period of our 
naval occupation at Yokosuka and our utilization of large quantities 
of Japanese equipment and property, there has been little need for 
similar property of American origin. Since the commencement of 
hostilities in Korea, the naval activities at Yokosuka have been 
operating on a greatly expanded basis. We are still operating on 
that expanded level. However, in anticipation of the future, when 
eventual cessation of hostilities will generate such roll-back prop- 
erty, the local Navy command has already issued directives pro- 
viding for appropriate disposal in accordance with existing Navy 
Department and other governmental agency regulations. 

Scrap material of American origin has, for the same reason, 
amounted to little, if any, importance in the past. Our Navy in- 
herited vast quantities of Japanese materials at the time the Yoko- 
suka naval base was taken over by our forces, and these materials 
have been utilized extensively for base maintenance and ship repair 
purposes. All scrap and waste generated from these Japanese ma- 
terials, as you know, reverts to the Japanese Government in accord- 
ance with SCAP directives, and the supply department has no con- 
cern with its sale or disposal other than to see that it is properly 
segregated and turned over to the local navy civil affairs officer for 
appropriate disposition. 

During the Korean operation, we have for the first time com- 
menced to generate scrap from American materials that have been 
supplied to augment the Japanese materials on hand. This Ameri- 
can scrap is presently undergoing a careful segregation program at 
Yokosuka in accordance with detailed directives issued by our Navy 
command, This initial American scrap on hand at the present time 
consists of some 1,500 tons of mixed ferrous, about 400 tons of old 
cast-iron engine blocks, and approximately 185 tons of rubber scrap. 
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Instructions have recently been received from the Navy Department 
outlining instructions for the sale of this ferrous scrap, including 
the distibution of sales catalogs to American bidders for shipment 
of this scrap to the United States. 

With respect to naval projectile brass, Yokosuka is the central 
accumulation and shipment point. for this type of scrap. About 200 
tons per month are received at Yokosuka where the cases are sorted by 
caliber and shipped on a naval supply center, Oakland, via Govern- 
ment vessel on Government bills of lading, where appropriate disposi- 
tion is effected. 

Vehicle equipment at Yokosuka, under the cognizance of our public 
works officer, can be classified in three categories: (@) Working scrap 
vehicles, (6) Vehicles under rehabilitation, (¢c) Vehicles in use. 

The working scrap vehicles are undergoing a process of cannibali- 
zation to assist the vehicle rehabilitation program. After all usable 
parts have been completely removed and there is no further use for 
the remaining skeletons, special disposal instructions will be requested 
from the Navy Department and the Navy vehicle serial numbers 
stricken from the vehicle register. 


PROCUREMENT 


Next, a few words about procurement. 

Prior to the Korean emergency our supply department procurement 
section performed no actual purchase functions as such. Require- 
ments of the base were met by means of procurement demands placed 
on the Japanese Government through the Army, and by requisition 
on naval supply depots in the United States. Following the outbreak 


of hostilities, and to supplement the existing procurement facilities 
at Fleet Activities Yokosuka, the Army made available to us the 
facilities of its procurement organization. Open purchases of ma- 
terials required for Navy use were contracted for by the Army, sub- 
sequent administration of the contract or purchase order being handled 
by the Navy such as inspection, payments, etc. 

As the operations of the base expanded further to meet the increas- 
ingly heavy demands of the fleet, the Navy Department granted official 
authorization to our supply department to commence direct procure- 
ment operations, not only for emergency supplies and materials, but 
for ship-repair services, port and harbor services, and so forth. By so 
doing, we were enabled to assume our rightful share of the procure- 
ment workload, and decrease the pressure on the already overtaxed 
Army procurement facilities. Thus, all our requirements for Japanese 
materials and services were obtained either through our own direct 
purchase from qualified suppliers, or through the continued use of the 
“cross servicing orders” placed on the Army. The deciding factor in 
most cases was governed by the size of the individual order, the nature 
of the material or services required, and the urgency of the particular 
Navy requirement to be met. 

The supply department purchase section at present is mainly con- 
cerned with small purchases of material and services required for 
immediate use by the base, dependent shore commands, and ships in 
the local area. In the fiscal year 1951 purchases in the amount of 
approximately $2,000,000 were contracted for the Navy by the Pro- 
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curement Section of the Army. Though the amount of such cross- 
service contracting has decreased considerably in the past 6 months, 
Navy requirements for which the Army is better able to make procure- 
ment are still being passed to the Army for procurement action. 


CROSS SERVICING 


Cross servicing in this area involves both material and services. 
With respect to materials, I have already mentioned the Navy spare 
parts support of Army-operated marine-type internal-combustion en- 
gines, and Navy repair parts support of Air Force-operated aircraft. 
rescue boats. The Navy also makes issues to the Air Force from time 
to time of helicopter parts, tow targets, dropable fuel tanks, para- 
chutes, chemical confpounds, aircraft electronic equipment, frequency 
crystals, and so forth. Such issues are made when local Navy stocks 
are adequate and available, and after approval has been made by Com- 
mander Fleet Air Japan who has technical control over this naval 
material. 

In reverse, the Air Force makes issues to the Navy of certain items 
of special flight clothing, alcohol, emergency sustenance vests, gun 
jackets, gun heaters, flight rations, and various parts for Navy trans- 
port type aircraft operating from and serviced by Air Force Base 
Tachikawa and Air Base Haneda. 

From the Army are supplied all the frozen and chill provisions 
required by Navy shore installations in Japan. Also, under the co- 
ordination of the Joint Petroleum Board, the Army provides the 
Navy with all the standard petroleum products required to operate 
its ships and aircraft. Special Navy requirements for packaged 
petroleum products having low usage rates are procured through 
regular Navy supply channels. 

Insofar as electronics equipments and repair parts are concerned, 
a three-way cross-servicing arrangement exists on certain limited seg- 
ments of this material that are determined to be common in varying 
degrees between the services. Such Navy stocks of these items are 
available on special request for Army or Air Force use. Army and 
Air Force stocks are similarly made available to the Navy on special 
request. 

Cross-servicing “services” in this area are also of special signifi- 
cance. The Army, for example, has made available to the Navy the 
services of the Far East Printing and Publications Center for the 
emergency production of authorized forms and other field printing 
approved by laws and regulations. 

As for inter-servicing cargo handling operations, Army and Air 
Force cargoes are loaded and off-loaded by the Navy at Yokosuka 
whenever such cargo can be more expeditiously and economically 
handled at that port. Again, the reverse is true at Yokohama where 
the Army performs this service for the Navy. This excellent arrange- 
ment is carried out by mutual agreement to avoid moving vessels for 
the loading or unloading of small amounts of cargo, and to alleviate 
congestion at both ports to the maximum attainable extent. The 
economies realized in time, cost, and labor by operating thusly are, 
of course, readily apparent. 

94756—52—36 
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Navy ship repair services provided to other Government depart- 
ments by the ship repair facility at Yokosuka will also be of special 
interest. During the past 6 months, for example, nearly 13,000 man- 
days have been expended on the repair of Air Force rescue boats, 
24.000 man- days expended on MSTSWESTPAC vessels, and some 500 
man-days expended on voyage repairs to the United States Coast 
Guard weather station ships operating in the far Pacific. This cross- 
servicing arrangement is, of course, a continuing one. 


THE SUPPLY ECONOMY PROGRAM 


With the realization that economy in all phases of the use of supplies 
and materials available to us is necessary, the area commander issued 
a directive on supply economy in March 1951. A short time later, in 
April 1951, commander, fleet activities, issued a directive to all fleet 
activities in Japan- Korea, reemphasizing the necessity for a planned 
supply economy program and stating that the dominant motive in our 
planning will be conservation of supplies. The philosophy of scarcity 
must prevail: stocks of material must be made to serve more purposes 
for a longer period of time. Again, on May 28, 1951, the Commander, 
Naval Fores, Far East, directed that every person in the Naval Forces, 
Far East, be impressed with the importance of supply economy and 
carry out a personal program in that respect. 

The supply department at Yokosuka has realized from the begin- 
ning that supply economy is of the utmost importance and has kept 
in operation a working program to effectively implement the directives 
mentioned. Basically, it is as follows— 

1. Steps have been taken to insure that no serviceable supplies have 
been discarded because of appearance or quality. 

Every possible means of preventing losses is employed by pro- 
v iding responsible supervision and checking of supplies during load- 
ing, unloading and while in transit; by providing adequate physical 
security measures while in storage; by prosecution of rigorous pro- 
grams for the prevention of loss due to fire, typhoon, and ‘other emer- 
gence ies; and by instituting proper issue proc edures. 

All required inventories of equipments and materials are being 
candied out. All accountable equipage is properly “signed out” and 
only responsible persons are given custody of it. 

4. A vigorous salvage program has been initiated and all depart- 
ments and activities on the base have been made cognizant of current 
instructions concerning this important economy measure. 

An intensive conservation training program is carried on to 
insure that all personnel properly care for material, and properly use 
all equipments so as to minimize damage. 

6. And finally, all personnel, both military and civilian, are contin- 
ually indoctrinated in the mandatory principle that material is valu- 
able, not only “dollar-wise,” but in ready availability in this forward 
area to carry out our Navy support mission. 


SUPPLY TRAINING 


In closing I should like to say a few brief words about supply train- 
ing and the utilization of personnel. Prior to the outbreak of the 
Korean emergency, the supply department at Yokosuka was staffed 
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with a small complement of * * * supply, fiscal, and disbursing 
officers, * * * enlisted men, and a labor force of some 800 Japanese 
personnel. Today the on-board count amounts to * * *— such 
officers, * * * enlisted, about 30 civilian clerical personnel, and 
some 1,500 in the Japanese working force. This represents an over-all 
increase in the supply department staff of approximately * * *. For 
a rather dramatic comparison I should now like to invite your atten- 
tion to this supply department workload chart reflecting an average 
work volume increase of about 500 percent over pre- Korea. This 
comparison is all the more significant when it is borne in mind that 
over 90 percent of our Japanese labor can neither read, write, or speak 
English. In the face of this obstacle, it is to be remembered that the 
vast percentage of Navy materials handled by the supply department 
are of a highly technical nature and costly in the extreme, and require 
the utmost of effort in proper accountability, storage, and issue in order 

that the interests of the Government shall be fully served and protected 
tothe maximum at all times. 

That the job has been done and is today being done at Yokosuka 
successfully, with our relatively small group of Navy personnel acting 
principally in the capacity of immediate supervisors, is the direct 
result of intensive technical training programs which have been vigor- 
ously carried out within the supply department on a continuous sched- 
ule. But training programs alone are not solely responsible for this 
record of achievement. Our Navy personnel have also been continu- 
ously indoctrinated in the important part that their individual effort 
plays in the stewardship of Government property, and the share of 
ownership that each of them holds in its welfare as American citizens 
and as members of the Navy. These personnel have done and are doing 
their job cheerfully and tirelessly under the most arduous conditions. 
By any standard of comparison they are performing their duties in an 
outstanding manner. We here at Yokosuka are truly proud of their 
record of accomplishment. 


Mepical STORES DEPARTMENT, USN Hospirat, YOKOSUKA, JAPAN 


GENERAL INFORMATION 
& a * e 7 + * 

(a) Procure, receive, store and distribute standard medical and dental sup- 
plies and equipinent, as required, to naval operating forces and shore stations in 
the Far East, for which the Navy maintains logistic support, within limits of 
items authorized to be carried in stock. 

(b) To provide the facilities for and accomplish the repair of medical and 
dental supplies and equipment. 

(c) To perform such stores accounting functions as may be directed by the 
Bureau of Medicine and Surgery. 


~ 


. Personnel 
* * * * * « * 


7 


. Storage facilities 
Four buildings, totaling 65,802 gross square feet or 29,476 net square feet. 


3. Logistics 
* & * . a s e 
Nores.—The values indicated are based on the following “Rule of thumb for- 


mula for making medical material logistics approximations”: value per measured 
ton of medical material $600—reference BuMed Itr BUMED-4243-LDS-—egs-L7-7 
Ser. 55020 dated September 3, 1948. 
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4. Accountability 

In accordance with Basic Instructions, this department maintains an item 
quantity inventory only, and issues item quantities without pricing issue docu- 
ments except when issue is made on reimbursable basis, at which time prices are 
taken from Standard Price Supplement of the Armed Services Catalog of Medical 
Material. 


5. Procurement 

Replenishment items are requisitioned from USN Medical Supply Depot, Oak- 
land, Calif., via Pacific Requisition Control Agency. This material is issued 
from the Medical Supply System and invoiced to the USN Hospital. 


YoxKosuKA, JAPAN—EXHIBIT 1 


COMMANDER FLEET ACTIVITIES, 
Yokosuka, Japan, October 23, 1951. 
FLTACTS Instruction 4500.1A 
Subj: Metal Scrap; disposition and acquisition of. 
Ref: (a) Occupation Instruction No. 5 dtd 1 Apr. 1950. 
(b) BuSandA Manual. 
(c) BuSandA Circular Letter S-O-L11-3 (2) dtd 21 Dec. 50. 

1. Purpose—The purpose of this Instruction is to establish rules and proce- 
dures for the acquisition and disposition of metal scrap. 

2. Cancellation.—FLTACTS Instruction 4500.1 is cancelled and superseded by 
this Instruction. 

3. Segregating metal scrap.—Metal scrap generating from Fleet Activities, 
Yokosuka will be classified and segregated into two separate categories; scrap 
of Japanese origin and scrap of American origin. 

4. Metal scrap of Japanese origin.—Metal scrap of Japanese origin will be 
disposed of to the Japanese Government on a nonreimbursable basis in accordance 
with reference (a) as follows: 

a. The metal scrap dump in “J” area between the Chicken Ranch fence and 
the Ammunitien Storage fence is designated as the Japanese Metal Scrap Dump. 
Other scrap dumps will be designated by revision to this order if the requirement 
arises. 

b. Department heads will be responsible for removing to the Japanese Metal 
Scrap Dump all metal scrap of Japanese origin generated in their department. 
However, a department or unit having a large amount of scrap in an accessible 
area may notify the Civil Affairs Officer, by memorandum, of the location and 
approximate amount of scrap to be disposed of. The Civil Affairs Officer will 
dispose of the scrap metal to the Japanese Government directly from that location. 

e. The Civil Affairs Officer will be responsible for maintaining the Japanese 
Metal Scrap Dump and disposition of Japanese metal scrap to the Japanese 
Government in accordance with instructions contained in reference (a). 

5. Metal Scrap of American origin—a. Property obviously scrap.—(1) Material 
which has been determined to be in a scrap condition (i. e., material which has 
value only for its basic material content) and has been made the subject of 4 
survey will be delievered to the Supply Department American Scrap Meta! 
Dump and Salvage Yard accompanied with 3 copies of the approved survey 
One copy of the survey will be receipted for by the Supply Department Repre- 
sentative and returned to the delivering activity. The remaining copies will 
be retained at the Yard for record purposes. 

(2) Upon the receipt of such material it will be physically segregated as set 
forth in BuS&A Manual and stock tally ecards will be maintained at the Yard 

(3) When categories of material accumulate in sufficiently large quantities 
to warrant sale, and there are no local demands, one copy of each survey will 
be forwarded to the Sales Officer with a request that a sale be held to dispose 
of scrap material excess to the needs of the Navy. 

b. Production scrap materials—(1) Production scrap is that material gener- 
ated by this activity as a byproduct while carrying out its assigned mission. This 
usually consists of scrap material generated in machine shops, ship alts, etc. 

(2) Production scrap delivered to the Yard will be accompanied by the 
original and 2 copies of a no-price invoice (S & A Form 127) or (S & A Form 
129), completed by the activity delivering the materiai, and will be handled in 
the same manner as the survey papers in subparagraph 3 (a) (1) above. 
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(3) To facilitate segregation of metal as required by reference (b) each 
department will be required to segregate the metal at its source. The categories 
into which it will be sorted are as follows: 

(A) Ferrous metal scrap— 

(1) black iron sheet 

(2) galvanized iron sheet 

(3) heavy melting 

(4) cast iron 

(5) stainless 

(6) borings and turnings 

(7) all other 
(B) Nonferrous metal scrap— 

(1) aluminum 

(2) lead 

(3) brass or bronze 

(4) copper 

(5) zince 

(6) bearing metal 

(7) monel (all types), admiralty metal 
(C) Miscellaneous special categories : 

(1) high speed tool steel; 

(2) wire rope; 

(3) valves; 

(4) steel pipe. 

6. Obtaining American Scrap Material._—a. Scrap material of any nature avail- 
able, may be obtained from the American Scrap Metal Dump and Salvage Yard 
by any Navy or Navy Sponsored Activity, for official purposes, by submitting a 
properly signed Stub Requisition (original and two copies S & A 129) or a Requi- 
sition and Invoice (origina! and two copies S & A 43) to the Supply Department 
representative at the Yard. Information as to nomenclature, unit of issue, etc., 
will be furnished by the representative at the Yard. 

b. If activity has a requirement for scrap material not currently available in 
the Yard, the request will be placed on file and notification made when such 
material becomes available. 

ce. For record requirements the specific purpose for which scrap is being drawn 
will be placed on all requests. 

7. Weighing scrap.—All material received by or issued from the Scrap Metal 
Dump and Salvage Yard that is measured by weight will be weighed in and out 
on the truck scales located in the J area. 

F. J. GRANDFIELD, Chief of Staff. 

Authenticated by: 

R. S. Heapy, Staff Secretary. 


YoKosukKa, JAPAN—EXHIBIT 2 


COMMANDER FLEET ACTIVITIES, 
Yokosuka, Japan, September 15, 1951. 
FLTACTS Instruction 4500.2 
Subj: Reporting and Redistribution of Excess Property, Procedure for. 
Ref: (a) Office of Naval Material Itr M635/DWT :rs over L11—3 over M1019506 
dtd 18 Oct 1950. 
(b) Chief BuSandA Itr S—O over L11-3(21) dtd 21 Dee 1950. 
(c) Navy Property Redistribution and Disposed Regulation No. 1 (Rev 
4-49. 


1, Purpose.—To implement current procedures set forth in references (a), 
(b), and (ec) concerning usable property and salvage material the following 
instructions are set forth. It is to be noted that these instructions do not apply 
to scrap or waste material. 

2. Definition of terms.—For the purposes of these instructions the terms used 
herein have the following meanings, as defined by reference (c) : 

a. Activity Excess Property.—Property which has been determined to be excess 
to the needs of the activity at which it is located. 
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b. Area Commander.—tThe senior Naval Officer in command of an area, within 
or outside the United States, its territories or possessions, a fleet or subdivision 
thereof, or the Commandant of any Naval District. 

ce. Bureau Excess Property.—Vroperty which has been determined by the 
Bureau or Supply-Demand Control] Point having control of the property to be in 
excess of the reasonably foreseeable needs of the Bureau or Supply-Demand 
Control System, as well as the needs of the holding activity. 

d. Navy Excess Property.—Any property under control of the Navy which is 
not required for the needs and the discharge of the responsibilities of the entire 
Naval Establishment as determined in accordance with the provisions of this 
Regulation. 

e. Surplus Property.—Any Navy excess property not required for the needs 
and the discharge of the responsibilities of all Government agencies as deter- 
mined by the Administrator of General Services in accordance with the provisions 
of the Federal Property and Administrative Services Act of 1949. 

f. Salrage.—Property that is in such a worn, damaged, deteriorated, or incon 
plete condition, or is of such a specialized nature that it has no reasonable pros- 
pect of use as a unit without major repzirs or alterations. Salvage has some 
value in excess of its basic material content because it may contain serviceable 
components or may have value to a purchaser who will make major repairs or 
ulterations. 

g. Usable Property.—All property other than scrap, salvage, or waste materia! 

3. Reporting of excess property.—Activities having excess property will report 
sume to the Supply Department on GSA Standard Form 120 “Report of Excess 
Property” which may be drawn from the Supply Department. These forms will 
be submitted in Original and 7 copies and ohly one type of material will be 
included on each Standard Form 120. That is, material such as ordnance, 
electronics maintenanie repair parts, ships spare parts, electronics equipment, 
ete., will not be reported on one “Report of Excess Property.” Furthermore 
line items having a value of $100.00 or less will be reported separately from 
others. 

4. Processing reports.—Upon receipt of Standard Form 120 the Supply Depart- 
ment will screen these reports through all interested departments and activities 
for possible utilization. In the event transfers of material are desired by other 
departments or activities they will be accomplished, without reimbursement, 
by the Supply Department. 

5. Procedure if in excess of locai needs.—In the event that property is not 
desired by local departments or activities, the “Report of Excess Property” wil! 
be forwarded by the Supply Department to the Area Commander for further 
screening in accordance with reference (c). 

F. J. GRANDFIELD, 
Chief of Staff. 

Authenticated by: 

R. S. Heavy, Staff Secretary. 


YoKosuKa, JAPAN—EXHIBIT 3 


COMMANDER, FLEET ACTIVITIES, 
Navy No. 3923, 
F. P.O. San Francisco, Calif., September 10, 1951. 
In Reply Refer To: 
13/A3/SO/FFF/YY 
From: Supply Officer. 
To: Commander, Fleet Activities, Japan-Korea. 
Subj: Supply Economy Program—Report on for the Supply Department. 
Ref: (a) ComFitAct Itr 10 April 1951. 
(b) ComNavFE instruction 440.1 of 28 May 1951. 
Encl: (1) Copy of reference (a). 
(2) Copy of reference (b). 
(3) Report of Supply Department Supply Economy Program. 
1. In accordance with reference (a) the Supply Economy Program is imple 
mented by the Supply Department, Fleet Activities Yokosuka is submitted. 


F. F. Fattyis. 
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COMMANDER NAVAL Forces, Far East, 
Navy No. 1165, 
F. P. O. San Francisco, May 28, 1951. 
42/RJG/ts 

COMNAVFE Instruction 440.1 
From: Commander Naval Forces, Far East. 
To: Distribution list. 
Subj: Supply Economy ; implementation of. 
Encl: (1) CINCFE Itr AG 400.8 (21 May 51) GD of 21 May 51 to COMNAVFE. 

(2) A practical guide to the Application of Supply Economy in the Far 

East Command. 

1. Purpose.—This instruction is to insure that every person in Naval Forces, 
Far East, is impressed with the importance of supply economy and carries out a 
personal program in that respect. 

2. General.—Enclosure (1) sets forth the views on this subject of Gen. M. B. 
Ridgway, U. 8. A., Commander in Chief, Far East, while enclosure (2) is a guide 
in the application of the supply economy program. Commander, Naval Forces, 
Far East, shares the opinions of the Commander in Chief, Far East, on the 
importance of supply economy. It is imperative that an effective program be 
established and maintained aboard each ship and at each shore installation in 
the NAVFD area. 

3. Responsibility.—Oflficers in command at every echelon, afloat and ashore, 
are directed to give this matter their personal attention. The widest practicable 
publicity should be given in order that every officer and men in Naval Forces, 
Far East, will be fully conscious of his obligation in this respect. 

4. Reports——Copies of orders and instructions issued to implement this pro- 
scram are desired by Commander, Naval Forces, Far East. Reports on results 
of the program aboard ships and at shore stations are also desired at periodic 
intervals. 

C. T. Joy. 


COMMANDER, FLEET ACTIVITIES, JAPAN-KoREA, 
Navy No. 3923, 
F. P. O. San Francisco, Calif., April 10, 1951. 


From: Commander, Fleet Activities, Japan-Korea. 

To: Fleet Activities, Japan-Korea. 

Subj: Supply Conservation. 

Ref: (a) GHQ, FEC, Itr QM 400 (5 Mar 51) SC of 5-March 1951. 

1. Reference (a) promulgated on excellent dissertation on supply conservation 
measures to be observed by Army Quartermasters; it has been adapted to Naval 
terminology and procedure in the body of this letter. 

2. In speaking on the subject of supply conservation, James Forrestal had this 
to say: 

“We must see that expenditures for national security yield full value; that they 
are made for essential projects only and that they are kept within the country’s 
capacity to pay for them.” 

The full impact of the above statement must be borne in upon the conscious- 
ness of all of us. For the coming months and years we are faced with a heavy 
strain on our resources to obtain and supply the barest minimum of essential 
items required for the accomplishment of our mission. To cope with this situ- 
ation it is imperative that all officers exercise mature judgment and timely 
action in all possible ways in order to achieve the highest possible yield per dollar 
of allotted funds. The challenge to conserve supplies is a Command responsi- 
bility, but all officers of all grades, line or staff, must avail themselves of every 
opportunity to make the point that everyone must make the best use of what he 
has. We may not be able to get more. 

3. The dominant motive in much of our planning will be conservation of sup- 
plies. The philosophy of scarcity must prevail; stocks of material must be made 
to serve more purposes for a longer period of time. All those in authority must 
indoetrinate their subordinates in supply conservation. 

4. The following specific suggestions for conserving supplies apply generally. 
Local modifications may be made when well justifiable to higher authority : 
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COMMANDER FLEET ACTIVITIES, JAPAN KOREA, NAvy No. 3923, 
I. P.O. San Francisco, Calif., 10 April 1951. 
L7-1/CFS/02/cp 

a. Take steps to insure that serviceable supplies are not surveyed merely to 
obtain replacement items of better appearance and quality, or of a later model, 
when the old material will serve the assigned purpose. 

b. Utilize repair facilities to the maximum possible degree. 

c. Employ disciplinary measures to stop the unauthorized alteration, mutila- 
tion, diversion, or other abuse of Government property. 

d. Conduct frequent unannounced informal inspections to insure that material 
is not being used in excess of needs or authorized tables of allowances, whichever 
is the smaller quantity. 

e. Ensure that programs of physical inventory are performed in accordance 
with the letter and spirit of existing regulations and that a full accounting is 
rendered for all significant discrepancies. 

f. Salvage and recondition excess and abandoned material and return it to 
stock for later issue. 

g. Initiate a conservation training program to insure the care and preserva- 
tion of all items of supply, thereby eliminating unnecessary surveys and replace- 
ments. For example, impress personnel that each individually is responsible for 
the careful use of the heavy winter clothing issued to them. (Such clothing 
must be cleaned and repaired instead of being replaced.) Require regular re- 
ports of preventive maintenance of all equipment, and inspect to be certain of 
accuracy of the report. 

h. Conduct all required inventories of equipments and examine records to be 
certain that a responsible officer has given a custody receipt for all “title B” 
equipment for which he is responsible. This serves to discover short and defec- 
tive equipment and impresses those responsible with a keener sense of duty. 

i. Impress originators of requisitions with the importance of not duplicating 
requisitons. If a requsition has been submitted, it must be cancelled before 
a new requisition for the same requirement is submitted to a different source 
of supply. 

j. Employ every possible means of preventing losses, including: 

(1) responsible supervision and checking of supplies during loading, unload- 
ing, and while in transit. 

(2) adequate physical security measures while in storage. 

(83) inspection of material removed from Government areas by indigenous 
personnel, and 

(4) prosecution of vigorous programs for the prevention of loss due to fire, 
typhoon, and earthquake. 

k. Reclam unused containers and return them to use. 

5. Our logistic support system must be based upon mutual trust. Those who 
generate requirements must not overstate them and those whose duty it is to 
satisfy requirements must not automatically assume that the requirements have 
been overstated. The time factor is also most important. The user must state 
his requirements in good time to allow for procurement time at the available 
source plus shipping time. The supplier must keep the user informed of the 
procurement lead times of the various classes of supply, and solicit timely req- 
uisitions; receiving them, the supplier must satisfy them without question 
within the limits of availability. 

6. Sufficient copies of this letter are being forwarded such that one can be given 
to each officer attached. 

K. M. McMANEs. 
Copy to: COMNAVFE 
COMSERVRON 3 
COMFAIRJAP 


Authenticated: 


R. S. Heavy, 
Staff Secretary. 
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SupPLy DEPARTMENT ECONOMY PROGRAM 


SEPTEMBER 10, 1951. 
CONTROL BRANCH 


a. Establishment of shops stores at SRF to cut down the paperwork waste 
that necessarily goes along with drawing material on a “retail basis.” SRF 
shops store now draws its 30 days’ requirements on consolidated chits once a 
month. 

b. A system has recently been set up to have the various departments on the 
base establish small pools of Special Clothing in order to keep a tighter control 
over the issues and turn backs of special clothing to their personnel. This will 
cover items such as foul-weather jackets, field shoes, and rain gear. 

ce. Supply Department orders covering paperwork flow of S&A 129 and S&A 43 
have recently been revised and streamlined. 

d. Closer coordination is now maintained with ComServRon 3, since their 
liaison officer is stationed here. This has helped to eliminate duplication of 
effort in servicing vessels. 

e. Close working with ComServRon 3 and Army Supply Units in the area re- 
garding the transfer of items in long supply and also the transfer of perishables 
in eases where this activity cannot use all on hand before it becomes unfit for 
issue, such as fresh foods and candy bars. 

f. Recent setting up of a “preventive maintenance” contract to cover all office 
machines at FltActs Yokosuka. This should speed repairs and save much in 
individual labor costs. 

g. Several months ago there was set up here a renovation program for foul- 
weather clothing whereby vessels would turn in all clothing of this type to 
FitActs Yokosuka. This activity would have it completely renovated and cleaned 
and then placed in stock aboard a fleet issue ship for reissue. This saves send- 
ing the clothes all the way back to the States for processing, and, in addition, 
can be done more cheaply in Japan. 

h. All Gray MARINE diesel engines which are turned into Yokosuka in poor 
condition are sent to SRF for overhaul, after which they are put in stock. This 
saves time and money. 

i. We have recently set a policy of counting all issues to vessels as non- 
replenishable, where these items are carried by the ComServRon fleet issue ships. 
This tends to cut down on the long stock position in the future. 


MATERIAL BRANCH 


a. Careful screening of all request for material to be used by the Branch. 

b. Only one officer authorized to sign requisitions for supplies. 

c. Shop Stores Officers have been instructed to screen stocks on hand and 
return all dead stock to regular stores This in effect returns such stocks to the 
general supply system making them generally available again. 

d. Continue the program to improve existing storage facilities in order to 
prevent pilferage and loss due to fire, typhoon, earthquake. 

e. Included in this program is a system by which perishable or deteriorative 
stocks are issued on a first-in-first-out basis. 


COMMISSARY BRANCH 


a. Machinery which could reasonably have been surveyed and replaced has 
been completely overhauled by base repair facilities, i. e., 4 dishwashing machines, 
calculating machines, typewriters, and mixing machines. 

b. Trays are put into use to replace chinaware thereby reducing breakage 
replacement requirements 50 percent. 

c. Used fats are made into soap for the mess. 

d. Tray waste is kept to a minimum by maintaining close surveillance of food 
preparation and distribution. 


AVIATION SUPPLY BRANCH 


a. Reduction of initial issues to those items needed by the individual at the 
time. 
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Activities drawing material from ASB are required to submit issue date to sub- 
stantiate quantities required and all issues of items controlled by ASD Oakland 
and/or ComFairJap are restricted to allowance list quantities unless further 
justification of increased requirement is included in the request. 

b. Enforcement of directives to return to stock all excess equipment and 
supplies. ’ 

Supported units are requested to return any item in long supply to stock. NAF 
Yokosuka, operated on ready issue store basis, is held to 60-day stock based on 
actual demand. ASB reports all excess items to ASD at Oakland for disposi- 
tion as directed. 

c. Development of a strict sense of responsibility down through the chain of 
command—better command supervision. 

All personnel, military and civilian, are indoctrinated in the mandatory prin- 
ciple that material is valuable, not only in dollars, but in availability, to carry 
out our mission. 

d. Improved security of property in transit and in storage. 

All possible steps being taken. Security of material in storage not satisfac- 
tory until leaky roofs and windows are repaired, adequate protective storage for 
photographic supplies constructed, adequate protective storage for inflammables 
provided, and scale and residual dirt removed from building structures. 

e. Improved instruction of Junior Officers, Noncommissioned officers and indi- 
vidual enlisted men in maintenance and supply economy, its need, and conse- 
quences of violation. This is accomplished by reading directives at quarters and 
by individual indoctrination through the activity echelons. 
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(Overseas Survey) 


MONDAY, OCTOBER 29, 1951 


Hovss or REPRESENTATIVES, 
SuBCcOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DerarrMents, 
Dai Ichi Building, Tokyo, Japan. 


AFTERNOON SESSION 


Members of Congress present : Herbert C. Bonner, chairman, Har- 
old Donahue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, 
Charles B. Brownson, and George Meader. 

Also present: Congressman John F. Kennedy, of Massachusetts. 

Staff members present: Christine Ray Davis, chief clerk; Thomas 
A. Kennedy, general counsel; Herbert Roback, staff member; Anna- 
bell Zue, minority clerk; Ray Ward, Bureau of the Budget; John 
Elliott, State Department escort officer; and Brig. Gen. Clarence C. 
Fenn, Department of the Army escort. 

Military personnel present: Brig. Gen. D. H. Alkire, Lt. Comdr. 
Oscar L. Ethridge, Col. Barksdale Hamlett, Commander Fred W. 
Fallis, Lt. Comdr. Harvey R. Lampshire, Lt. Comdr. Wilfred Hower- 
ton, Capt. Edward Brumby, and Lt. Comdr. Ray Schaefer. 

Dat Icut Buitprne, Toxyo, Japan, 
October 29, 1951. 

The opening brief was given by Congressman Bill Lantaff who ex- 

plained what the members of the subcommittee had seen during their 


visit to FEAMCOM. 


QUALITY OF ARMY SUPPLY SERVICE TO AIR FORCE 


Mr. Dononvur. Has it been asked of the general how the Air Force 
got its supplies before it became a special branch of the services, when 
it was part of the Army? And I was wondering would the general 
tell us if it was handled satisfactorily ? 


FURTHER STATEMENT OF BRIG. GEN. P. H. ALKIRE, FAR EAST 
AIR MATERIEL COMMAND 


Brigadier General Avxire. I think the answer to that is obvious. 
Mr. Donouus. Well, don’t you think, General, that the Air Force 
did a pretty good job in the European theater in the last war? 


Note.—Asterisks denote classified material deleted for security reasons. 
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Brigadier General Atkrre. That question was asked in answer to 
your question, as we are faced with exactly the same problem now, 
only more so, as we were in the past. The service was not satisfactory 
for operating Air Forces in the field. 

Mr. Bonner. General, if there were a unified textile procurement 
division of the national defense that procured all textiles for the vari- 
ous branches of the defense, what would be the effect on the Air Force / 

Brigadier General ALkire. I would rather not answer that question 
sir, for this reason—that I stated the basic assumption this morning 
that we are occupied here and all the information that I have is pred 
icated on the big problem. As I explained, or tried to explain to Mr. 
Lantaff and the ladies and gentlemen with him, to us in Far East 
Command we don’t care how it is procured or how it is distributed 
to the theater. We are asking here that the material enter the Air 
Force pipeline when it arrives in the theater. That still permits the 
commander in chief of the United Command to divert his resources 
to anybody that needs them in an emergency or times of distress. For 
a normal accomplishment of the mission we can be more effective if 
we have sole supply support. 

























ENGINEERING CORPS FOR ATR FORCE 
Mr. Bonner. Well, of course, General, that is the question. How- 
ever, we hear a different answer from those in the Pentagon in Wash- 
ington. I will ask you one other question. Is the Air Force here 
setting up its own engineering corps? 

Brigadier General Aukire. No, sir; we are not. We would like to 
very much. Imean by setting up, that we take the troops that we now 
have furnished by SCARWAF from the Army, put them in blue suits 
and operate them as an Air Force battalion or unit for construction 
purpdses in the field. However, there is nothing being done along that 
line in this theater. 

Mr. Brownson. I think the point the General brought out when 
he gave concrete illustrations of the difficulty of breaking supply 
routes—the description you made of the supply trucks passing through 
the Air Force area, and the impossibility of breaking those shipments 
up—might help the subcommittee’s thinking. 





















AIR FORCE SUPPLY PROBLEMS 
Brigadier General AiKrre. That was only in one case. There is 
another point there in the story. For instance * * *. In central 
northern Korea, that is our part of it, that pipeline or truck column 
flows directly into the port and passes through our K46. Now, this 
is intended as no criticism of the operating unit. They haven’t the 
trucks to divert to us the tonnage that we need to haul. We haven’t 
the trucks to haul our tonnage satisfactorily either. Basically and 
hypothetically it wouldn’t make a tinker’s difference to us or anyone 
else whose trucks hauled that tonnage. But when we handle equip- 
ment for it, then the responsibility does rest with the sister services 
who are strained to the breaking point in supporting themselves. We, 
naturally, are second priority and it puts us behind the eight ball as 
far as that particular unit is concerned. In addition, that unit would 





































mi 
re 
be 
su 





FEDERAL SUPPLY MANAGEMENT 


move into place no matter if it takes 72 hours notice for tactical 
reasons. It may be there a week, it may be there 6 months. It could 
be moved just about as abruptly to some other point. Again, the 
supply falls out of our control. Does that answer your question, sir? 

Mr. Brownson. Yes; you might explain what K46 is. 

Brigadier General ALkire. K46 is one of the operating stations 
forward in central Korea. 

Mr. Lanvarr. General, you might state to the subcommittee here 
the situation peculiar to the Air Force in Korea whereby you might 
have a group of men at this base today and a hundred miles from 
there tomorrow, and the Army or no other service can get you the 
supphes to support that type of rapid moving operation. 

Wiigidier General Avkrire. It has handicapped our efforts, Mr. 
Bonner, over-all, and again, there is an accumulation of errors in all 
bases, including our own, and we feel that due to the limitation in- 
duced by facilities in Korea we have operated on approximately 
* * *" Now, what par is I don’t know. We would like to at 
least get * * *. Now, that again is an accumulation of events. 
In other words, there is no fantasy that I know of will cure 
the whole thing overnight. But the basic value of the air weapon is 
the speed, flexibility, and mobility, and our candid opinion is that 
no system of logistics geared to a ground Army in combat can possibly 
effectively support that air operation and maintain the flexibility, 
mobility, and speed required for effective combat. 

Mrs. Harpen. Well, I think Mr. Lantaff gave a very complete report 
of our meeting. I should just like to state that we learned that there is 
only one WAF in that command, but General Doyle and General 
Alkire said that they could use more and would be glad to have 
them, from 200 to 1,500. 

Brigadier General ALKire. I would welcome 1,500, Mam, but please 
don’t quote me. 

Mrs. Harpen. We also learned, Mr. Chairman, that they do have 
adequate medical personnel at this time, both doctors and nurses. 

Brigadier General ALKire. Mr. Bonner, may I correct slightly one 
thing for the record. The Ordnance does not support us maintenance- 
wise in Korea, supplywise only. We have vehicle repair squadrons 
within our wings that are doing the base level support, but supplywise 
the problem as was stated is what we feel has hurt operations. 

Mr. Mraprer. Mr. Chairman, there is one point I would like to 
ask the General to clear up. By and large, these supply bases which 
the Army runs or you run would have to be located at a port or rail- 
head, wouldn’t they? There has to be some means of getting the 
supplies to your base. In that case, how could you follow your own 
units around more closely than the ground Air Forces? 

Brigadier General ALKIRE. We can call up on the telephone or send 
by radio what we want and follow it up with a requisition later. And 
at the present moment, that is impractical because the two systems are 
so foreign to one another. 

Mr. Meaper. Does the problem of interservice adjustment of ac- 
counts enter into the thing too. I mean where the Army furnishes 
the Air Foree—— 

Brigadier General ALKireE. No sir, not in Korea because the Army 
funds for the entire operation. Whatever is issued to anyone over 
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there is funded as the Korean campaign fund. There has been no intent 
on anybody’s part in Korea to hold things back from any individual, 
but due to our poor communication system, our operating system of 
accounting, etc., the expediency of free shifts on long distance moves, 
the existing system just will not do the job to promote effectiveness. 

Mr. Bonner. I want the staff to ask a question. Mr. Ward, have 
you a question ¢ 

Mr. Warp. I would like to ask, is unification of medical supply 
between the Army and the Air Force reasonably satisfactory / 

Brigadier General ALKtre. We have received our supplies; yes, sir. 

Mr. Warp. I believe that the Navy does not get its medical sup- 
plies from the same source you do; is that correct ? 

Brigadier General Avxire. I believe that in Korea we all draw 
from a common kitty; I’m not sure. 

Mr. Warp. Maybe someone from the Navy could answer that 
question. 

Brigadier General ALKrre. The Army is responsible principally in 
Korea. 


STATEMENT OF LT. COMDR. OSCAR L. ETHERIDGE, UNITED STATES 
NAVAL HOSPITAL, YOKOSUKA, JAPAN 


Lieutenant Commander Ernertiper. I haven’t been in Korea, sir, 
but I do ship materials to the ships, sir, operating in the Korean wa- 
ters. We do not have a medical supply depot, but we do have a medi- 
cal control department within Navy Air Space Control Office, and we 
do ship to the ships generally shipped to NASCO for further trans- 
fer out to the ships. Of course, we take care of the ships as they 
come into Yokosuka and all of the naval shore stations in Japan. 

Mr. Warp. Where do you get your medical supplies in Korea? 

Lieutenant Commander Erneriner. Yes, sir; from the port. 

Mr. Warp. Do your medical supplies come from the same depot in 
the zone of interior that the Army medical supplies come from / 

Lieutenant Commander Erueriner. No, sir; the Army has their 
own depot. 





























SUPPLY AND TRANSPORTATION 






Mr. Kennepy. I would like to ask, General, is your problem on 
supply a transportation problem ? 

Brigadier General ALkrre. A great deal of it is, yes, sir; not whol- 
ly but in part. 

Mr. Kennepy. If the transportation problem were cleared up, then 
your problem insofar as supplies are concerned, would be cleared up. 

Brigadier General ALKire. No, sir; not wholly. It is supplying 
those supplies to the men who are fighting the war that counts. Trans- 
portation is a part of it, yes, sir; not wholly. 

Mr. Bonner. Well, do we have anybody here to represent the quar- 
termaster of the Army? 

Colonel Hamuierr. I’m from G—4 at headquarters here, Mr. Bonner. 

Mr. Bonner. Could you give the subcommittee any answer to the 
question that has arisen concerning an inability of the Army to deliver 
supplies as the Air Force would like to have them ¢ 
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FURTHER STATEMENT OF COL. BARKSDALE HAMLETT, CHIEF, 
PLANS AND OPERATIONS DIVISION, G-4, GHQ, FAR EAST 
COMMAND 


ARMY EXPLANATION OF AIR FORCE SUPPLY PROBLEMS 











Colonel Hamuerr. From our viewpoint, Mr. Bonner, it has been a 
matter of not enough supplies of certain types for all forces in Korea. 
Personally, I am sympathetic toward the Air Force’s viewpoint in 
that a commander needs to have the wherewithall to do the job. On 
the other hand, from the economy viewpoint, we feel the Ar oe should 
be able to do it for them. And if we haven't the volume it has been 
through lack of resources to accomplish the problem. 








NEW AIR FORCE SUPPLY SYSTEM 










Mr. Bonner. Now, if there is a shortage of supplies, how are you 
going to meet the situation by setting up a new supply system ? 

Brigadier General ALkirr. We do not intend to set up a new supply 
system, sir. The supply system for the Air Force is in being and 
operating at the present time. We will determine the items that arrive 
in this theater for the Air Force’s support into that system and dis- 
tribute them ourselves, utilizing cross service wherever we can, whether 
rail or air. The problem as we see it, and I want you to thoroughly 
understand that this is not harping on the logistic system which, at 
least, exists. Those people are geared and their channels of supply 
are designed to forward that bulk tonnage to the armies committed 
to combat North of the Thirty-eighth. Less than 20 percent, it’s prob- 
ably closer to say 12 or 13 percent, of the total tonnage that goes into 
Korea for the support of the war effort goes to the Air Force. The 
entire system is geared to push it forward to the fighting men at the 
front. Our efforts could distract from that flow and pull it out at 

various places, bouncing all over the place, from field to field; not 
only imposing a handicap on the Army logistic system but completely 
bewildering us because we are groping all the time just where it is 
when we want it and time is the essence of the whole thing. We do not 
want more supplies. If they are critical, the commander here will 
allocate as to who gets what. But what package goods are ours I 
want to be able to divert them at our convenience. That is the whole 
problem. I am not expecting to set up a parallel duplicating the 
supply system. I am utilizing the system as it now exists. We are 
amplifying it a little bit, and I feel that we can do a better job under 
those circumstances. The commander still can divert our supply to 
whoever needs them most at any time at his disgression. 

Mr. Bonner. Does the subcommittee understand then that the 
desire of the Air Force in this field of operation only is to have this 
specific supply system all the way back through Air Force? 

Brigadier General ALKire. That is FEAF’s desire. The Far East 
Air Force want materials in the airfields, the Air Force pipeline in the 
theater. I cannot answer for the others. 

Mrs. Harven. I have a question, Mr. Bonner. General Alkire, yes- 
terday we were told that the most recent figure of the total number 
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of casualties in Korea was over 94,000 to date. With that figure in 
mind, I ask you, do you consider these operations in Korea a war or 
just a police action ? 

Brigadier General ALxie. This is my second war, Mrs. Harden, and 
I consider this a war. 

Mrs. Harpen. Thank you. 

Mr. Bonner. Mr. Kennedy, counsel for the committee, would like to 
get in the record a statement that was made to the committee else- 
where. 

Mr. Kennepy. General, the views which you have enunciated were 
stated substantially during our east coast studies in New York by rep- 
resentatives of the Air Force. Later, when Secretary Lovett appeared 
before the subcommittee he was asked that these views be reconciled 
with what he had in mind for the Department of Defense. The views 
that you stated here today he indicated were not views of the Depart- 
ment of Defense. You subscribe to these views only insofar as you 
personally are concerned. Have you made recommendations to Wash- 
ington at the Department of Defense level to carry out the program 
you have in mind? 

Brigadier General Atxire. No, sir. 

Mr. Bonner. Thank you very much, General; Mr. Meader—— 


SUPPLY SYSTEM FOR GROUND AND AIR FORCES 


Mr. Mreaper. General Alkire, I was interested in your statement 
that the Army supply system was designed and geared to support the 
Ground Forces. Is it possible, in your judgment from your experi- 
ence here, that a system could be designed which could satisfactorily 
serve both Ground Forces and Air Forces ? 

Brigadier General ALxrre. May I answer that academically, sir. 
From your standpoint I believe a system could be designed to satisfy 
the needs of any combined force. Whether it would be the best system, 
the most efficient, and the most effective system or not I am not quali- 
fied to say. Whether it would be the cheapest system I do not know. 
If you get what you pay for and produce at the battle front you are 
not wasting money; no matter what you spend, if you don’t produce, 
youare. Have I answered your question, sir? 

Mr. Mraper. Yes, now could you say in what respects the present 
existing logistic system of the Army could be modified to achieve better 
service for the Air Force ? 


WORLD-WIDE STOCK CONTROL 


Brigadier General AtKrre. Well, one item that has caused us con- 
siderable grief, sir, is specifically in the Air Force we have world-wide 
stock control. We have a case and items control on all Air Force ship- 
ments coming in through Air Force pipeline into this theater. In 
Korea we know where that material is going and who is supposed to 
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have moved or are still in place. In our requisition through the exist- 
ing logistic system, other than Air Force technical items there is no 
set file, no back-order file, no follow up by which a supply or a logistic 
agency could inure that the base commander or wing commander 
eventually gets the supplies that we do not happen to have in stock. 
That has been one of the basic ills as far as the existing system goes 
against our own requirements. Now when no one bridges the vacuum 
between the supplier and the man who is eventually going to get the 
supplies they are putting the burden on the combat man to go back 
and dig it out. We don’t believe in that. A problem is given to him 
and we see that he has the supplies as soon as we possibly can when he 
needs them. 

Mr. Meaper. The problem that you state there doesn’t sound to me 
as though there should be any difference as far as your supporting the 
Air Force unit or the Ground Force units. 

Brigadier General Atxire. I’m not too qualified to talk on what the 
Ground Force’s rules are. I know that they use an automatic flow of 
supplies and their items are similar all of the time. One of the pur- 
poses of our efforts is to pyll out incremental items that we need and a 
very small percentage of our total show. That is causing us our 
trouble. Their systems are different from ours. One man comes b 
telephone to the Air Force, and says I need something. I'll follow it 
up with a 104B which by the way is a requisition. We get the stuff 
on the way and when the requisition comes in we know we sent it to 
them. But, if he has to send the requisition in first, and it comes 
back marked, “not in stock, resubmit,” they don’t put that on file and 
make sure that we get that item, we have to go back and file it, ap- 
proved. Do you see what I mean? 


COMMON-USE ITEMS 


Mr. Mraper. Well, what bothers me a little bit, is the reason why 
on these common-use items, whether the tactical forces are on the 
ground or in the air or in the water, the supply of common-use items 
is just a mechanical function which shouldn’t seem to be any different. 
because of the tactical mission of the forces which use those supplies. 

Brigadier General Atxire. There is considerable difference sir in 
practical application for this reason, because, as I said before, if you 
stockpile and set up aground * * *. We also have air evacuation 
and attached AAA units and things of that nature supported by that 
base. But in the meantime two wings can leave that base and be gone 
tomorrow night and be gone for 2 weeks and then come back. We 
try to keep tab of those kind of moves; it’s what gets us into trouble. 
The main pipelines are flowing into the Eighth Army, and rightly so, 
in other words please remember I am not criticizing the Army system, 
it’s working for them and they are doing a good job. It isn’t working 
for us. Weare jumping around like a flea on a hot stove. We think 
we can keep track of our own supplies and get them to our people as 
they need them. These people are busy as the devil handling 90 
percent of the stuff and we are heckling the devil out of them for 
10 percent of it. It’s a nuisance value for them and I think we gain 
nothing by it. 
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Mr. Meaper. In the long run, General, your primary mission to kill 
as many of the enemy as possible is being hindered. You want maxi- 
mum flexibility and you want it on the moment. 

Brigadier General Auximr. That’s right. When the Army is in 
trouble, I mean when there is a drive on, straining every nerve to 
support that drive, is the very time they want the maximum air sup- 
port either direct or interdiction and that is the one time that every- 
thing bogs down as far as we are concerned. We've got to have some 
way of getting our supplies when the chips are down, too. Maximum 
effort for both sides. I don’t blame them, they are doing the best they 
can under the circumstances but the system is no good for our pur- 
poses. Rightly so, I'll admit, but from FEAF’s standpoint we don’t 
think that the system can duplicate to meet those two needs that we 
require. 

Mr. Bonner. Any further questions? General, thank you. That’s 
just the kind of information the committee is seeking—honest, forth- 
right statements from gentlemen in the service. Now I understand 
that Mr. Kennedy, our counsel, would like to ask one question. 

Mr. Kennepy. Colonel Hamlett of the.G-4 Section. Admitting 
everything the General has stated to be correct, has Headquarters here 
made any recommendations or sought to develop the case-item iden- 
tification system for this area ? 

Colonel Hamterr. For the Air Force to correct the problem they 
have, is that the question? No, we have not. 

Mr. Kennepy. How about for your own system of supply? 

Colonel Hamuetr. We do have individual markings for different 
technical services, but it is not correlated. No, because they get their 
equipment from all of our technical services just as we do. In other 
words, an Ordnance item would be marked as an Ordnance item going 
into Pusan. There it would be broken down and shipped out into 
forward supply points where they would draw the same items. There 
is no breakdown for the Air Force at that point. 

Mr. Kennepy. Thank you, Colonel. 

Mr. Bonner. Has the difficulty the Air Force cites in getting what 
they need been brought to the attention of the Department of Defense 
at the Washington level ? 

Colonel Hamuerr. Through our channels, no; I can’t speak for the 
Air Force. It has been brought to our attention time and again and 
I’ve worked very closely with General Alkire and his people over there 
and we have tried to lick many of these problems together and I think 
many of them we have. 

Mr. Bonner. Then do you feel that the Air Force is attempting to 
develop a solution themselves because you have no solution? 

Colonel Hamuerr. No, sir; I don’t believe the problem has been 
properly staffed. I do not believe that we have gotten together our- 
selves to try to work out a joint solution yet. 

Mr. Bonner. Could a solution be worked out ? 

Colonel Hamuerr. You asked mea big question there, sir. I believe 
it can. Personally I think the problem can be solved. 

Mr. Bonner. I do think you boul get together, then, and solve the 
problem. If the difficulty exists as General Alkire has stated, your 
responsibility is to supply them. I am surprised to hear this, dis- 
appointed to hear it. Thank you. 
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Mr. Dononvr. I would like to ask the General one question. Gen- 
eral, how long have you been confronted with this problem that you 
have brought to our attention ? 

Brigadier General Axxire. Twenty-eight years. However, I’ve 
only been in the logistic game since World War IT, 1945 to date. 

Mr. Donouve. Has it been aggravated since this present crisis? 

Brigadier General Atkire. It has been aggravated here in the Ko- 
rean incident very much sir. Again, I wish | you would remember that 
none of us have all the equipment to do our job. I had the same 
experience in Italy when I was a group commander there. We had 
a tremendous logistic problem and none of us knew enough about it 
and that’s why I wanted to learn something about logistics. 

Mr. Bonner. I want to ask the gentlemen that just sat down a 
question. You heard what the General just said—that this problem 
has been confronting him for the last couple of years—how much 
time do you think G4 would need to bring about a reasonable 
solution ¢ 

Colonel Hamuert. Sir, I have only been in the logistic business 
| for 2 years myself. It is a big business problem that will take con- 
' siderable time. I do not know how long it will take to solve it. And 

for the record, I would like to say that the solution we work out 

might well be the same that General Alkire has recommended. I 
do not know the answer to this problem; but I think it is a problem 
that needs a great deal of studying. I think we have all been given 
a beauty of a problem, and we are not on opposite sides of the fence 
at all. We try to get together on this thing. 

Mr. Bonner. Of course, in the meantime, this war is going on. 

Colonel Hamurrr. Yes, sir, and in the meantime, we are making 
a pretty good account of ourselves in Kore: 1, too. 

Mr. Bonner. I think on the part of the General that the Air Force 
is greatly handicapped as a result of this problem. That’s all. 

Mr. Lantarr. There is no question about the fact that the Armed 
Forces are doing a superior job in Korea. The American people are 
willing to make every sacrifice and are willing to continue to support 
that operation, but the mere fact that a good job is being done is no 
justification for inefficiency. Congress has written the largest tax 
bill in history. The people are paying more taxes than they have ever 

paid before. The American people are willing to continue to pay 
via dime that is needed to keep that effort going and are going to, 
but the American people and you as a citizen want to know your tax 
money is getting the maximum amount of defense for every dollar 
expended ; and that is our concern, not to find any criticism of your 
operations in Korea. It is our duty and the duty of every one of us 
whether we are in Congress or in the armed services to see that those 
dollars are expended so that we get the maximum utilization out of 
them. 

Colonel Hamterr. I understand that, sir, and I was trying to bring 
out the point that we are struggling to do the same thing. I spoke 
probably in levity when I should not have. 

Mr. Lanrarr. We are here to work with you to accomplish that 
and not to heckle you. 

Colonel Hamuerr. Well, I don’t feel heckled at all, sir. 
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Mr. Bonner. I understand, Mr. Lantaff, your committee made a 
record of the briefing and questions asked the other day. Unfortu- 
nately, at Yokosuka, we couldn’t do that, so I am going to ask Com- 
mander Fallis to make about a 10-minute résumé of his briefing to us 
so that we can bring the other members of this committee up to date, 
and then, Commander, you and your staff may expect any questions 
that the subcommittee might ask. Mr. Donohue, you take charge. 

(Commander Fallis then proceeded with an approximate 10-minute 
briefing recapping his Yokosuka text.) 

Mrs. Harven. I should like to ask if there are any Waves in your 
command ? 


FURTHER STATEMENT OF COMMANDER FRED W. FALLIS (SC), 
UNITED STATES NAVY, SUPPLY OFFICER, UNITED STATES FLEET 
ACTIVITIES, YOKOSUKA, JAPAN 


Commander Fauuts. I believe we have two Waves at the evap 
time; two Wave officers assigned to Naval communications facilities in 
Yokosuka. 

Mrs. Harpen. Do you consider these operations in Korea a war or 
just a police action ? 

Commander Fatuts. I certainly consider them war. 

Mr. Warp. Do you think that the small increase in personnel is due 
to the volume situation ? 

Commander Fatuis. I don’t quite understand. 

Mr. Warp. Increased volume can be handled without a correspond- 
ing increase in staff. 

Commander Faxuts. That is correct. Existing staff can always 
absorb additional work, but you reach a saturation point at different 
levels. 

Mr. Warp. Do you see the effects of that out here ? 

Commander Faruts. No, sir, Mr. Ward, I don’t believe that it has 
reached us out here at this level to any great extent. I understand, 
however, that we have been receiving cross-reference lists on possibly 
150,000 shop-parts items to which the new catalog numbers have been 
assigned. Is that correct, Commander Lampshire? 

Commander Lampsutre. Yes, sir, that is correct. 

Commander Fauts. Item identification numbers have been received 
on technical repair parts. At the present time, we continue to use 
those established within the Navy catalog system because the consum- 
ng activities have received no word, as far as I know, on catalog num- 

rs, 

Mr. Kennepy. Commander, you mention the fact that in stock down 
at Yokosuka you have Japanese instruments or certain Japanese 
parts. What is the extent of this inventory ? 

‘ Commander Fatris. I am sorry I can’t give you a detail on that 
gure. 

Mr. Kennepy. On replacement and procurement here have you 
evolved any program for replacement, or are you going to continue 
to buy those spare parts? 
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STATEMENT OF LT. COMDR. HARVEY R. LAMPSHIRE, UNITED 
STATES FLEET ACTIVITIES, YOKOSUKA, JAPAN 


ITEMS OF JAPANESE MANUFACTURE 


Commander Lamrsuire. At the present time we have received 15,000 
line items of local stock of Japanese manufacture. ‘The items are not 
across-the-board repair parts for Japanese engines or pieces of equip- 
ment; rather the 15,000 line items figure is an aggregate covering elec- 
trical supply of all kinds. Most of the repair parts fall within that 
category because of the type of motors, generators, converters, de- 
signed principally to operate on the Japanese power. Within the 
15,000 we have approximately 3,000 to 4,000, an approximation, that 
are specific repair parts for those motors. The rest is made up of 
general items which we can buy here more economically than else- 
where, and which we need in our Public Works Department for main- 
tenance and operation of the utilities and distributive system and 
facilities of basic groups. 

Mr. Kennepy. In view of your experience in the Munitions Board, 
would you tell the committee what means you use in cataloging these 
items that you receive as replacements on Japanese machines? 

Commander Fatuis. At the present time we are developing what 
might be called a local catalog. That local catalog comes principally 
from the Public Works Department because they are the principal 
using department for these repair parts and materials. In making 
that catalog we have found it very economical to standardize, insofar 
as possible, on certain items required for maintenance and operations 
of facilities and utilities. For example, out here there are many dif- 
ferent types of electrical insulators. The Public Works people have 
been glad to standardize on the number of insulators that we would 
have because it simplifies their problem; it also simplifies our problem; 
and we have ended up with approximately 5 insulators for certain 
power lines as standard, replacing as high as 10 or 15 different types 
of insulators within the distributive system. Does that answer your 
question? That catalog we are developing here locally is a mimeo- 
graphed thing and is an expedient to meet the situation. 

Mr. Kennepy. Commander, in your presentation you cited the 
number of common-use items. You listed a given number of Ordnance 
items. Do you mean that there are no common-use items in that 
category, such as Ordnance, for instance ? 

Commander Fatuis. It is hard to answer that question. I cannot 
say that they may now be used in the other two sister services systems. 

Mr. Kennepy. Imeanin yourown * * *_ before you get out of 
the Navy. You hada list of line Ordnance items * * *. 

_ Commander Fauuts. * * * Approximately 20,000 Ordnance line 
items. 

Mr. Kennepy. You had a list of line items and Ordnance has 
20,000 within this Ordnance classification. Isn’t it true that there 
is a given number of the common-use items, also ? 

Commander Fatuis. There probably are in all of these categories, 
shop parts, aviation, electronics, Ordnance, all of them are undoubt- 
edly common-use items. We consider that approximately the figure, 
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we do not know; we have no way of knowing exactly what are com- 
mon-use items because we are not tied in with the Army supply 
system or the Air Force supply system. We don’t as yet have at this 
level a single cataloging system which describes the materials com- 
monly within the three services. It is an approximation on our part. 

Mr. Kennepy. Do you operate or rebuild actively down there for 
motor vehicles? 

Commander Fatuts. The Public Works officer of the base does 
operate a rehabilitation shop on a very modest scale in which all 
vehicles are stripped. When no longer needed for rehabilitating they 
are stripped as to parts, accessories, and so on, cannabilized, and those 
parts are used to rehabilitate other vehicles that are worth the effort. 

Mr. Krnnepy. Has there ever been any program for coordination 
in this area for Army, Navy, and Air Force for a common rebuild of 
these similar types of vehicles ? 

Commander Faruts. To a minor extent, to my knowledge, I am 
speaking for the Public Works officer who has now given me the in- 
formation. First ways, the Navy pasenger-type vehicles primarily 
go to the Chrysler products, whereas the Army passenger-type ve- 
licles primarily go to General Motors products. Insofar as military- 
type vehicles are concerned, the Navy doesn’t have too large a popu- 
lation of these; of course, again the Army primarily uses military- 
tvpe vehicles. The Army military-type vehicles, as I understand, 
are primarily General Motors vehicles again. The Navy military- 
vehicle trucks now in use are Internationals by and large. Now, we 
get down to the jeep level and the weapon-carrier level, personnel- 
carrier level; that is a little bit different story. A Public Works offi- 
cer told me yesterday that from time to time when the Ordnance shop 
at Orpama is tooled up to do a long repair run on jeeps we have in 
the past cranked in our jeeps as a part of that line and paid for it on 
a reimbursing basis. But we have only done that for obvious reasons 
when they were tooled up to carry on a big program for a certain type 
of military vehicle. Our military vehicles are very small in number 
in relation to the Army’s problems, and we have worked with them 
only on accommodation basis when they could slip it in with their 
production. 

Mr. Kennepy. Directing your attention to the procurement phase 
again on page 9 of your prepared statement, I was interested in 
drawing your attention to the explanation of “assuming of your right- 
ful shares.” That is, merely the setting up to fulfill your work com- 
mitment of the Procurement Section or * * *, 

Commander Faruts. * * * Sir, we have a Procurement Sec- 
tion. Before Korea it was required to process the cross-services. 
Request would be placed on the Army to get the procurement parts, 
but this personnel instead of drawing cross-service papers on the 
Army devoted their time to drawing standard Navy forms for direct 
return. 

Mr. Kennepy. Regarding the Army procurement facilities, has any 
study been made since the time this happened to have one facility 
handle this or are you going to continue to maintain your own procure- 
ment ? 

Commander Faruis. Later on I point out that the Supply Depart- 
ment Procurement Section at the present time consists of one officer 
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and two enlisted men, and I think five Japanese. They are concerned 
primarily with small ——— of material and services required for 
immediate use by the base, not for ships. In the fiscal year 1951 re- 
cently passed the Army procured for us over $2 million in contracts 
and though the amount of such cross-service contracts has decreased 
considerably in the last few months, Navy requirements of which the 
Army is better able to make procurement are still being presented to 
the Army for procurement action. 

Mr. Kennepy. Thank you, Commander. Mr. Chairman, Com- 
mander Fallis was formerly assigned to the Munitions Board where 
he performed his duties in the highest commendable manner. 

Commander Fauuts. Thank you. 

Mr. Brownson. How a small force like that could relieve an over- 
taxed Army operation deserves an explanation. 

Commander Fauuis. The Army was having a frightful time and 
was overburdened with their task. It was not any unwillingness on 
the Army’s part at all. We enjoyed the warmest relations with the 
Army procurement. 

Mr. Brownson. Commander, you mentioned that you had already 
drawn up- plans for surplus disposal. 

Commander Fatuis. Yes, sir; even though the surplus has not come 
into being. 

Mr. Brownson. I wonder if you could relay to this committee a 
copy of that plan? 

Commander Fats. The committee has a copy. 

Mr. Rosacx. What marine repair activities are performed by the 
Navy that are also performed by the Transportation Corps of the 
Army ? 

Commander Fauuts. I would like to refer that question to Com- 
mander Howerton. 


STATEMENT OF LT. COMDR. WILFRED M. HOWERTON, UNITED 
STATES SHIPS REPAIR FACILITY, YOKOSUKA, JAPAN 


Commander Howerton. I am not familiar with the Transportation 
Corps of the Army. I don’t know what they have in the way of facil- 
ities. I do know that we do repair work on Air Force vessels and 
we also do quite a bit of work forthe Army on FS’s and freighters. 

Mr. Rosack. Do you rebuild marine engines? 

Commander Howerton. We have the only rebuilding section in the 
Far East as far as 1 know. We rebuild all the engines. 

Mr. Ronack. Will the Transportation Corps perform also * 

Commander Howerton. * * * That’s the eight thousand and one 
Transportation Corps. I believe they were at one time, but we have 
gradually been taken over under the Army-Navy spare parts agree- 
ment and we are now responsible for the spare parts support. Now. 
it may very well be that they are still rebuilding Gray marines, that 
I don’t know. 

Mr. Rorack. I wonder whether any materials that are now located 
on Adak might be moved to Naval repair or supply facilities ? 

Commander Fauuts. If I could see a list of those materials I could 
sure give you an answer. 


x 
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SUPPLYING MARINE CORPS ~- 


Mr. Rozacx. Do you supply all the Marine Corps’ operations? — 

Commander Fauuis. The Army, as I understand, provides logistical 
support for all personnel in Korea. I don’t have direct knowledge as 
to who supports the Marines. 

Mr. Rosack. Do you have facilities for Marine Corps supply ? 

Captain Brumpy. The Marine ground troops are logistically sup- 
poted by the Army. The materials for the fleet Marines are supplied 
through COMNAVFE, through Navy channels. For the Marine Air 
Force, there again they have their logistical support items from the 
Army in Korea just the same as any other service; but the ammuni- 
tion is supplied by the Navy through their air wing and ground troops. 

Commander F'artis. We have aviation support of the Marines in 
Korea. 

(Chairman Bonner then ended the conference and thanked all the 
military personnel present for their cooperation and assistance. ) 


Tokyo, JAPAN—-EXHIbIT 1 
DEPARTMENT OF THE ARMY—OVERSEAS SUPPLY MANAGEMENT 


A general outline of the Army supply management improvement program in 
oversea commands and logistical missions of the specific agencies in the Far 
East and Europe to be visited by the Intergovernmental Relations Subcom- 
mittee of the House Committee on Expenditures in the Executive Departments 


STaTeMENT oF Lr. Cor. J. G. Coats, Distrtnutrion BraNcH, Suppry Division, 
OrrFicre, AC or 8, G-4, GSUSA 


I. INTRODUCTION 


The purpose of this brief is to outline for the subcommittee the Army pro- 
gram for increasing the effectiveness of management of suppies in oversea 
commands and to give the committee some background on the agencies and 
activities that you plan to visit during your tour through the Far East and 
Europe. Where appropriate, the functions of the installations to be visited 
will be related, in this brief, to the oversea supply management improvement 
program. 


Il, OVERSEA SUPPLY MANAGEMENT IMPROVEMENT PROGRAM 


At the present time we are about midway in a long-range, well-planned pro- 
gram designed to increase the effectiveness of management of supplies in, and 
moving to, oversea commands. This improvement is being accomplished by 
strencthening the control of stocks in oversea commands and by shortening 
the distribution cycle for movement of supplies to those commands. Our ob- 
jectives are to provide the oversea theater a more responsive supply service 
and effect an advancement in economy of operation of the supply system. 

Economy of operation will obtain through reducing the amounts of supplies 
required to be stocked in oversea areas and to fill the pipeline extending to those 
areas. Strengthening the control of stocks in oversea commands allows for a 
reduction in the quantities of supplies required to be held within those com- 
mands—specifically by applying all assets held in a theater against the “stockage 
objective” of that theater and by basing the computation of theater “stockage 
objectives” on recent local-issue experience for each item. By reducing the 
distribution cycle for movement of supplies to oversea commands, we will effect 
some reduction in the quantities of supplies required to fill the pipeline extend- 
ing to those commands. 

We are developing a higher degree of efficiency in our supply operation by 
designing our system to furnish effective supply service while operating on 
minimum pipeline and stockage objectives. We believe the new system will 
meet the needs of our expanding forces, and do so with fewer supplies in the 
system. 
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The supply distribution cycle 

The supply distribution cycle that we wish to reduce is 120 days in length. 
It begins with the preparation of a requisition in the oversea command and 
ends with the delivery of the requisitioned supplies to that command (chart 1). 
The “slices” of this cycle are shown in terms of “days” along the route of flow 
of requisitions or movement of supplies. 

The first 40 days of the cycle is ordering time and does not directly involve 
supplies in the pipeline. The last 80 days of the cycle is processing and shipping 
time during which a roughly corresponding number of “days of supply” are 
committed to, or moving in, the pipeline. A reduction in the first part of the 
cycle will make for a more responsive supply service; a reduction in the last 
part of the cycle will improve the service and reduce the quantities of supplies 
required to fill the pipeline. - 

The air-shipment time is shown on the bottom of the chart. Using this method 
of shipment, and using emergency ordering and processing procedures, we have 
placed small quantities of items with front-line troops in Korea in as little as 
17 days after those items were requisitioned. 


Supplies in the pipeline 

Chart 2 gives a better idea of the quantities of supplies in transit and in the 
oversea command. It is plotted in terms of “days of supply” for the command 
served. About 30 days of supply in zone of the interior depots is committed to 
the pipeline, i. e., it has been dropped from the depots’ availability record and 
is being processed for shipment or is awaiting call to the port. Other supplies 
in the pipeline include approximately 20 days on rail and at the zone of the 
interior port and about 30 days on the water and at the oversea port. 

The Far East Command and the European Command have “requisitioning 
objectives” for general supplies which equal 180 days of supply for the respective 
command. The requisitioning objective is comprised of— 

(a) A “stockage objective’ equal to 60 days of supply (30 days “safety 
level” and 30 days “operating level’). 
(b) An “order and shipping time” of 120 days (the distribution cycle). 

For illustration purposes, chart 2 pictures a time when half of the supplies held 
under the 30-day operating level have been expended, and shows only 15 days of 
supply remaining under this level as available for issue or a total of 45 days 
of supply left in the theater. 


Improving oversea stock control procedures 

The Army is converting oversea depots to an improved system of stock con- 
trol. The new system is a mechanized one which allows for the maintenance of 
up-to-date information on the status of all depot stocks, and for the accumulation 
of “issue experience” as a byproduct of the accounting job. The important point 
here is that the study of levels in relation to issue experience is made easy by 
bringing the transaction information out of the accounting file and summarizing 
it in a form convenient for review and analysis. 


Stock status reports 

A supply status reporting system has been developed to bring stock status and 
transaction information to each level of management, from the depot at the end 
of the supply pipeline to the central stock control point in the continental United 
States. The data itemized under “Depot C” or chart 3 is the maximum amount 
of information which we could economically bring from oversea depots while 
they were operating with the old stock contro] system. 

The Far East Command and the European Command have reached a stage in 
conversion to the improved stock control system which permits the use of, and 
the submission of, more comprehensive information—that shown as “Depots B” 
data. The use of recent local-issue experience at the theater stock control point 
(such as the one you will see at Giessen, Germany) to compute the item 
quantitative “requisitioning objective’ is a major improvement in the stock 
Imahagement operation. This process results in a realistic base from which to 
requisition—allowing for stocks to be held to a minmium without risking 
shortages. 

This data itemized under “Depots A” on this chart represents our ultimate 
goal with reference to bringing stock status and experience information into cen- 
tral stock contro] points. 
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III. ACTIVITIES AND AGENCIES TO BE VISITED 


The following summaries briefly describe the logistical mission of each head- 
quarters or installation which the committee plans to visit. In each summary 
the names of the commanding officer and the staff officers most directly con- 
cerned with the logistical mission of the activity are given. 

Attempt has not been made to detail the operational mission of these com- 
mands, except where necessary to explain their logistical responsibility. 

Chart 4 is a schematic representation of a typical ‘“‘organization for supply” 
to support troops in a combat zone. While every operation or mission will not 
allow this textbook solution, it is a pattern which you will find to be followed to 
some extent in every oversea theater. This chart picture supplies echeloned 
in depth in a theater. This is necessary to avoid risking total loss of any one 
item. It does not follow that an item passes through each depot in this echelon 
before it is issued to troops. The bulk of supplies move directly from the over- 
sea port to advance section depots in immediate support of troops. Base section 
deports are usually stocked with the “safety level” plus their operating require- 
ment for local issues. 

Tokyo, JAPAN—EXHIBIT 5 
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THE ARMY SUPPLY LINE. 


A portrayal of what's behind movement 
of supplies to the battle area overseas 











Far East Command Headquarters, Tokyo, Japan—Gen. Matthew B. Ridgway 


The Commander in Chief, Far East Command, operating under the Joint Chiefs 
of Staff (through their executive agent, the Army Chief of Staff), commands 
operationally all United States Forces in the Far East. In addition, he exer- 
cises operational and administrative command over al] United States Army 
Forces in the Far East. These forces include— 

The Eighth Army in Korea—Commanded by Gen. James A. Van Fleet 
The Japan Logistical Command—Commanded by Maj. Gen. W. L. Wieble 
Troops in Japan, including— 

The XVI Corps—Commanded by Maj. Gen. R. R. Allen 

40th Infantry Division—Commanded by Maj. Gen. D. H. Hudelson 

45th Infantry Division—Commanded by Maj. Gen. J. C. Styron 

The “administrative command” responsibility mentioned above includes re- 
sponsibility for the complete supply of all Army Forces, and for the supply of 
Army-purchased “‘common user” items to all United States Forces. In general, 
the logistical operation is performed by the Japan Logistical Command, under 
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policy guidance of the General and Technical Staff of the Far East Command 
Headquarters. i : 

Chart 5 names the staff officers most directly concerned with the logistical 
mission of command. 


Far East Command headquarters staff 


Commander in Chief Gen. M. B. Ridgway 

Chief of Staff Lt. Gen. D. O. Hickey 

AC of S$ G-1 Brig. Gen. B. L. Milburn 
AC of S G-2__-- Brig. Gen. R. F. Ennis 

AC of 8 G-3 Li Brig. Gen. E. K. Wright 

AC of S G—-4__ Maj. Gen. G. L. Eberle 

Chief Quartermaster_ Brig. Gen. K. L. Hastings 
Chief of Ordnance Brig. Gen. U. Niblo 

Chief Signal Officer Brig. Gen. E. F. Hammond 
Chief Surgeon Maj. Gen. E. E. Hume 
Chief of Transportation Col. H. T. Miller 
Chief Chemical Officer Col. D. C. Hester & | 
Chief of Engineers Maj. Gen. J. G. Christiansen ! 






































Japan Logistical Command, Yokohama, Japan—Maj. Gen. W. L. Weible 


The Japan Logistical Command, under policy guidance of the Commander in & 
Chief, Far East Command, operates the supply system in Japan. This supply ) 
system supports all troops in the Far East, including the combat forces in Korea. a 
In supporting the Korean operations, the Japan Logistical Command functions as ne | 
a Base Section of a Communications Zone, while the supply activities as Pusan : 
and Inchon function as advance sections immediately in support of the Field 
Army (Chart 4). Most of the depot system in Japan is located in the vicinity of 
Tokyo and Yokohama. 

The Ordnance Rebuild Operation in Japan is comprised .of several aetivities 

operated by the Japan Logistical Command Chief of Ordnance (Brig. Gen. 
G. K. Heiss). In the main, these activities are located in or near Yokohama 
and Tokyo. This operation has plaved an extremely vital role in reclaim- 
ing the unserviceable equipment left in the wake of World War II. Vehicles 
are rebuilt to a condition which provides about eighty percent of the new-vehicle 
life at a cost of about one-fourth of the new-vehicle purchase price. Over 50,000 
vehicles and 713,000 small arms weapons have been rebuilt there and used to 
support the Korean operation. All Technical Services operate extensive rebuild 
programs in this command. For example, during fiscal year 1951 Engineer 
equipment of a value of $65 million was rebuilt at a repair cost or $14,5 mil- 
lion ; these figures include, but are not limited to, the rebuild of over 7,500 major 
items of Engineer equipment. 

The 2nd Logistical Command in Pusan (commanded by Brig. Gen. P. F. 
Yount), while operationally under the Eighth Army, works directly with the 
Japan Logistical Command with reference te supply management. The 2nd 
Logistical Command operates the Port of Pusan and a complete depot system 
in that area. Most of the supplies used by troops in Korea move through the 
Port of Pusan. 

Chart 6 names the staff officers most directly concerned with the logistical 
mission of the Japan Logistical Command. 


Japan Logistical Command headquarters staff 


Ciara mca Se ee ee Maj. Gen. W. L. Weible 
Deputy Commanding General, North Command___-___ - Brig. Gen. A. C. Tychsen 
Deputy Commanding General, Southwest Command__. Brig. Gen. C. W. Clarke 
Deputy Commanding General, Central Command Brig. Gen, F. W. Farrell 
Chief of Staff Col. J. P. Donnovin 
ACofS .G-1 Col. E. A. Cummings 
Maj. C. W. Allen, Jr. 
PANDONRS BOTs ee ces Pei SEE ONO, a haa Col. J. H. Kochevar 
AcofS G4 Col. C. H. Studebaker 
Chief Quartermaster Col. J. H. Cook 
Chief of Ordnance Brig. Gen. G. K. Heiss 
Chief Col. P. L. Neal 
Chief Surgeon Brig. Gen. J. P. Cooney 
Chief of Transportation . E. Chappell 
Chief Chemical Officer . Collins 
ree ee ee ee Col. E. H. Coe 
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Free Territory of Trieste (FTT)—Commander British-US Forces, Maj. Gen. Sir 
John Winterton 


The Free Territory of Trieste is divided into two zones: one occupied by the 
United States and United Kingdom Forces, and the other occupied by the Yugo- 
slavian Forces. The mission of these occupying forces is to maintain law and 
order and support the permanent governor (when one is appointed) in the 
administration of the Territory. 

The United States-United Kingdom Zone is under the command of Maj. Gen. 
Sir John Winterton. The Deputy Commander is Maj. Gen. E. B. Sebree. The 
United States command is known as TRUST (Trieste, United States Troops). 
It consists of the 351st Infantry Regiment and supporting administrative troops 
totaling just under 5,000. The British command consists of the 24th Infantry 
Brigade with supporting administrative troops. 


Trieste United States troops (TRUST) 














Commanding General, TRUST _---___--_-_____-. Maj. Gen. Edmund B. Sebree 
Deputy Commanding General and AMG____--_--. Brig. Gen. John L. Whitlaw 
pee a Ss eee Se ee ee Sey ae Tee ee Lt. Col. E. H. Druley 

ACofS G-2 eRe: Wes ere oedee. Lt. Col. P. Godbey 

BOOTS: GO ck hs eins Ske bs Lt. Col. F. M. Izenour 
PCR Ya Se aaa et TE eRe TRU eEEe Tae. Lt. Col. W. T. Belland 

OO Stat imtamery oto Col. P. W. Caraway 

US Potion) Amviser. goo ok Mr. Leonard Unger 
Commander 24th Infantry Brigade__.__._______-- Brigadier R. F. Johnstone 


Supreme Headquarters, Allied Powers, Europe, Paris, France— 
General of The Army Hisenhower 


The mission of this command is the defense of Western Europe; to insure 
that, if an emergency comes the forces of the North Atlantic Treaty Organization 
nations will be ready to implement the war plans which have been agreed 
upon. 

National Forces are responsible for their own logistical support. Coordination 
of logistical support is the responsibility of the Supreme Allied Commander, 
Europe. 

Refer to organizational charts 7 and 8. 


European Command Headquarters, Heidelberg, Germany—Gen, T. T. Handy 


In addition to operational and strategic responsibilities, the Commander in 
Chief, European Command, is responsible for the logistic and administrative 
support for United States military effectiveness in furtherance of the theater 
mission. 

The creation of the Atlantic Pact Forces for the defense of Western Europe 
and the anticipated build-up of American strength necessitated a revision of 
the supply establishments to support our new operational mission in defense of 
that theater. This change in organization of the supply system is currently in 
process. 

Included in the responsibilities mentioned above are those supply management 
functions necessary to determine theater requirements and procure the supplies 
needed to maintain local assets at a proper level to support Army forces with 
all items and to support Air Forces with Army-purchased common items. The 
Commander in Chief, European Command, discharges these responsibilities 
through his Director of Logistics (Maj. Gen. Aaron Bradshaw) and his Chiefs 
of Technical Services. 
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Chart 9 names the staff officers most directly concerned with the logistical 
mission of this command. 


Commander in Chief Gen. T. T. Handy 

Chief of Staff Maj. Gen. D. Noce 

Deputy Chief of Staff for Opns_ Brig. Gen. E. T. Williams 
Deputy Chief of Staff for Admin Col. E. J. O'Neill 
Director of Personnel_ Brig. Gen. J. B. Murphy 
Director of Intelligence Brig. Gen. M. McClure 
Director of Operations Maj. Gen. R. M. Montague 
Director of Logistics Maj. Gen. A. Bradshaw, Jr. 
Deputy Director of Logistics Brig. Gen. F. A. Henning, Jr. 
Chief Quartermaster__-_ Maj. Gen. W. H. Middleswart 
Chief of Ordnance___- Brig. Gen. R. M. Hare 

Chief Signal Officer Brig. Gen. R. V. D. Corput, Jr. 
Chief Surgeon Maj. Gen. G. B. Denit 

Chief of Transportation Brig. Gen. B. F. Hayford 
Chief Chemical Officer___-_ Col. T. H. James 

Chief of Engineers___- Col. W. E. Teale 


















































Theater QM Stock Control Point, Giessen, Germany, 7856 Quartermaster Require- 
ments and Distribution Group—Lieutenant Colonel BE. P. Flynn 


This activity, organizationally, is an integral part of the Theater Quartermas- 
ter’s immediate office. It is located at Giessen in order that it may use the 
required electrical accounting machines jointly with the Giessen Quartermaster 
Depot as an economy measure. The Chief of this activity reports directly to the 
Theater Quartermaster with reference to the performance of his mission. 

The mission of the activity is to determine over-all Quartermaster requirements 
of the theater, to procure these supplies, and control the build-up and distribution 
of all Quartermaster items stocked in the command. 

At this agency you will get an on-the-spot view of the implementation of the 
Army’s program to use modern, comprehensive stock control procedures to man- 
age theater assets. You will see how issue experience information is accumulated 
at the Theater Stock Control Point and analyzed to establish a theater “requisi- 
tioning objective” which is closely in accord with the actual requirements for 
each item used in the theater. You will see how repair of unserviceable material 
is closely scheduled into depot stocks to fill anticipated requirements and how 
“dues-in” from this source, and from local procurement, are considered when 
computing quantities to be requisitioned from the Continental United States. 


Communications Zone Headquarters, Orleans, France—Brigadier General M. 
J. Young 


Since the end of World War II, the United States troops in Germany have 
been supplied almost entirely by shipments through Bremerhaven. The continen- 
tal portion of the long American supply line begins at Bremerhaven and carries 
south across the flat, north German plains—a classic invasion route from the 
east. Beeause of the possibility of this line of communication being interrupted, 
a new line of communications is now being organized, based on the use of ports 
in southern France. 

Basically, the new line of communication reflects a revised mission of United 
States Forces in Europe—a change from an occupation role to a positive position 
in the defense of western Europe. 

In the line of communication across France we see a closer likeness to the 
textbook example than is possible in Japan and Korea. Note the Communications 
Zone Headquarters isin Orleans (about the center of the Communications Zone). 
The Base Section Headquarters is at La Rochelle, and the Advance Section Head- 
quarters at Verdun in the forward area of the communications zone. Please 
expect to find this change in the European Command Organization for Logistics 
to be in a formulative stage upon your arrival in that area. 


Rhine General Depot and Rhine Ammunition Depot, Kaiserlantern, Germany— 
Brigadier General O. W. Hughes 


These depots were established in 1948 to store certain strategic reserve stocks 
west of the Rhine River. The mission is one of static storage of these reserves. 
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Joint American Military Advisory Group, Ankara, Turkey—Maj. Gen. W. H. 
Arnold 


Under general policy guidance of the Joint Chiefs of Staff the Chief of the 
Joint American Military Advisory Group, Turkey is responsible for increasing 
the modernization and combat effectiveness of existing Turkish Armed Forces 
including the extension of existing tactical and training facilities. Specifically, 
is responsible for— 

a. Advice to the Turkish General Staff. 

b. Rendering deficiency lists for MDA programing. 

c. Receipt and transfer of MDAP equipment and advice on use and maintenance 
of it. 

d. Advice to the Turkish Units in the field on training. 

e. Coordination of Army, Navy, and Air Force groups as JCS Executive Agent. 


Joint United States Military Advisory Group, Athens, Greece—Maj. Gen. 
Robert T. Frederick 


Under general policy guidance of the Joint Chiefs of Staff the Chief of the 
Joint United States Military Advisory Group, Greece is responsible for increas- 
ing the modernization and combat effectiveness of existing Greek Armed Forces 
including the extension of existing tactical and training facilities. Specifically, 
is responsible for— 

a. Advice to the Greek General Staff. 

b. Rendering deficiency lists for MDA programing. 

ec. Receipt and transfer of MDAP equipment and advice on use and mainte- 
nance of it. 

d. Advice to the Greek Units in the field on training. 

e. Coordination of Army, Navy, and Air Force groups as JCS Executive Agent. 


Joint American Military Advisory Group, London, England—Major General A 
Franklin Kibler 


The Joint American Military Advisory Group (JAMAG) is the principal 
regional working organization for the Mutual Defense Assistance Program 
(MDAP). It serves the Joint Chiefs of Staff Representative in Europe (General 
Handy) in planning under the North Atlantic Treaty Organization, serves as a 
staff for the U. S. Military Representative for MDAP in Europe (General Handy), 
provides staff assistance to the European Coordinating Committee and its Execu- 
tive Director (Colonel Bonesteel) and furnishes policy and operational direction 
to the Military Assistance Advisory Groups in Europe. General Kibler is Director 
of JAMAG and has two deputies, one for planning (Colonel Edwards) and one 
for MDAP (General Biddle). 


United Kingdom Military Assistance Advisory Group, London, England—Major 
General Leon W. Johnson, U. S. Air Force 


Under the policy and operational direction of the Joint American Military 
Advisory Group (JAMAG) the United Kingdom Military Assistance Advisory 
Group performs the following functions: 

a. Determines through inspections what the national capabilities are to receive, 
store, operate and maintain material received under the Mutual Defense Assist- 
ance Program (MDAP). 

b. Insures that proper use is being made of U. S. trained personnel. 

c. Advises and assists the United Kingdom in the determination of its material 
requirements and the preparation of deficiency lists and programs. 

d. Advises the United Kingdom on techniques of operation and maintenance 
and the tactical employment of items furnished and assists in the formulation 
of programs for U. §S. training. 

e. Assists the United Kingdom with respect to improvement of personnel 
systems, organizational structures, training methods, and logistical organizations 
so that military forces developed will be in accordance with NATO military 
requirements. 
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Tokyo, JAPAN—ExuHrsitT 8 





MANAGEMENT IMPROVEMENT PROGRAM REPORT OF THE Fan EAst COMMAND, 
Fiscat YEAR 1951 





(Report Control Approval Symbol CSCAM 10) 







I. GENERAL STATEMENT 





A. The official announcement of the establishment of the Far East Command 
Management Improvement Program was issued on 24 June 1950 by SCAP and 
FEC Staff Memorandum 36, plus a command letter of that date to the four 
major subordinate commands. It should be noted that the date of publication 
of this directive was only one day prior to the invasion of South Korea. The 
Korean action delayed the intended concentrated management effort until the 
Eighth Army was fully deployed to Korea and the Japan Logistical Command 
was organized and functioning. 

B. The Management Improvement Program of the Supreme Commander for 
the Allied Powers and the Far East Command had as its prime objective the 
institution of modern business methods and procedures to produce the most 
efficient and economical conduct of operations‘and minimize the expenditures 
for manpower and materials throughout the Far East Command. 

C. The directives imposed a requirement on all GHQ staff sections and on 
the four major commands to establish Management Units within their respective 
commands to implement the aims and objectives of the program as outlined. 
It directed that similar units be organized at all levels of command and at all 
installations, which had been delegated a mission of such scope and importance 
as to warrant a management improvement effort. 

D. The official announcement also advised that the Comptroller, GHQ, at 
the direction of the Chief of Staff, had formed a Management Advisory Council 
composed of representatives from G-—1, G-2, G-3, and G-4 and monitored by 
the Comptroller to assist and advise the Comptroller on all matters of manage- 
ment improvement. 
























II, REVIEW SYSTEM 











A. Highlights of program during fiscal year 1951 

1. Comptroller sections were established during fiscal year 1951 at Head- 
quarters Japan Logistical Command, each of its three subordinate commands 
(Northern, Central, and Southwestern), Headquarters and Service Command, 
Headquarters Ryukyus Command, and Headquarters Marianas-Bonins Com- 
mand. Management Divisions were established in these Comptroller sections 
and as qualified personnel were obtained to staff these divisions, responsibility 
for management control and supervision was delegated from GHQ to those 
subordinate commands. 

2. Further decentralization of management functions was instituted within 
Japan itself by the establishment of Labor Utilization Boards at each of the 
regional camps within Japan. The major responsibility of such boards, until 
recently, has been the control over the utilization of indigenous spaces by the 
various organizations of the camps. With the advent of the Management Unit 
concept, steps were taken to reorganize these boards and to broaden their scope 
of activities so as to embrace the aspect of management improvement. 

3. By the end of fiscal year 1951 the Office of Comptroller, GHQ, had been noti- 
fied that all major commands had formed Management Units within their head-. 
quarters staff sections and field installations to monitor the Management In- 
provement Program within their organizations. A total of 120 Management 
Units are presently in operation within the Far East Command, consisting of in- 
dividuals or small groups of individuals who comply with the directives for the 
Management Improvement Program. Lack of qualified personnel and lack of 
instructional material has precluded top efficiency for several of these Manage- 
ment Units. Full time Management Units have been established in large size or- 
ganizations, for these organizations are the largest operations in terms of number 
of personnel employed. This includes eight of the largest depots and two ports. 
Management offices in small depots, ports, and other installations are staffed on a 
part-time basis. 

4. Although the Management Improvement Program in the Far East Com- 
mand was instituted prior to publication of the Bureau of the Budget Circular, 
and the Department of the Army Special Regulations on that subject, there is 
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complete accord in their aims and objectives. Publication of GHQ, FEC Circular 
21, 12 May 51 further clarifies the scope and responsibility of major commands 
in the conduct of the Management Improvement Program in elements under their 
jurisdiction. The series of publications that will be made available to them at 
frequent intervals to assist them in conducting analysis include, to date, two 
published documents entitled “The Management Unit” and “Survey Principles 
and Techniques.” All other manuals for the management field as listed, are in 
process of preparation or reproduction and will be distributed to Management 
Units at all levels of command to assist in the implementation of the Management 
Improvement Program. 

5. The Management Advisory Council of the Far East Command has held sev- 
eral meetings to discuss the progress of the Management Improvement Program 
and the methods by which it could be advanced under the prevailing situation. 
The management effort has been construed to aid the progress and support of 
those organizations closely involved in the Korean affair. In the meetings of 
the Management Advisory Council, the principal efforts have been directed to- 
ward the determination of the problem fields in which management improve- 
ments are most necessary and in discussions of the methods, techniques, and 
procedures which could be effectively utilized to institute corrective action. 

6. Since GHQ, FEC was aware that the efforts of the Office of Comptroller, 
Department of the Army, were being directed toward the formulation of a 
report to indicate progress of the Management Improvment Program, the original 
intention of prescribing a local recurring progress report was temporarily set 
aside. As of this writing, no formalized recurring report of accomplishments 
has been required of installations below the level of major commands; however, 
plans are being considered for its inception. 

B. Evaluation of reviewing system 

1. Systematic review of progress toward the goals and objectives has been, 
in the main, on the basis of personal observation of management representatives 
in the Comptroller offices in GHQ, Japan Logistical Command, Northern Com- 
mand, Southwestern Command, Central Command, Headquarters and Service 
Command, Ryukyus Command, and Marianas-Bonins Command. Adequate 
staffing of the Management Divisions of the Comptroller Sections has been the 
major factor of circumscribing or limiting the full effectiveness of the review 
system. In only one of the subordinate commands within the Far East Command 
is the Management Division at authorized strength. Although this strength and 
the strength in other operations, is present in bodies, there is a decided lack of 
qualified experienced personnel. This shortage of personnel has meant that many 
of the functions that should have been performed have not even been attempted ; 
and that most of the functions that have been attempted have been performed 
only partially or with partial effectiveness. 

2. Within the Far Kast Command only one subordinate command, (Ryukyus 
Command) acting as the pilot command, has initiated action on a review and 
analysis program patterned after that of the Department of the Army. Basi- 
cally, this review consists of the extraction of data from prescribed reports and 
other sources, its analysis, presentation, and distribution through supervisory 
channels throughout the Ryukyus Command. The Ryukyus Command statis- 
tical review is published quarterly for the purpose of presenting in one document 
statistical and management information to assist command personnel in main- 
taining and improving the programs of the command. It focuses attention on 
management problems of broad concern, high lights trends of performance as 
reflected by analysis of data and reports, and strives to stimulate vigorous 
application of modern management techniques. Wherever possible the progress, 
status, efficiency, and rating of the various subordinate commands can be indi- 
cated by direct comparison with each other. 

3. Although this review and analysis program within Ryukyus Command is 
presently in its testing stage, the Far East Command’s management program is 
being materially assisted by the gathering of summary statistics by the statis- 
tical functions of the Comptroller sections throughout the Far East Command, 
Prior to January of 1951 no productive efforts have been made to centralize 
statistical data pertaining to the Far East Command operations. Within GHQ 
the institution of a publication entitled “Statistical Information for Command 
and Staff on a Monthly Basis” was the initial constructive effort to summarize 
command-wide statistical data so as to permit evaluation of performance in 
various functions. Although definitely limited in coverage at this time this 
publication will reveal where management problems exist. Such like-type 
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statistical bulletins are being produced within Japan Logistical Command, 
Marianas-Bonins Command and Ryukyus Command. Headquarters and Service 
Command’s proposed statistical bulletin is in the process of institution. 

4. It is difficult to attempt to evaluate the existing review system utilized 
in the Far East Command during the fiscal year 1951 since no organized stand- 
ard method of appraisement was followed. The organization of Management 
Units in elements down to installation level, the promulgation of instructional 
material for these Management Units within the management field, and the 
development of statistical information to be used as a tool for management is 
considered a progressive step in the success of the over-all Management Improve- 
ment Program. The continuing personal contact with Management Unit person- 
nel by the Management Divisions of the various Comptroller sections and the 
constant efforts to assist the inexperienced in the problems of management tech- 
niques will result in more rapid strides ahead in future operations. 


C. Maior areas of the Review System 

1. The obiectives and goals of the Management Improvement Program were 
outlined in SCAP and FEC Staff Memorandum 36 plus a command letter of that 
date to the four major subordinate commands. At that time the functions 
of the Management Units were to— 

a. detect unnecessary overlapping and duplication of missions and functions 
both within and between all sections of this headquarters; 

b. effectively utilize cost and statistical data in seeking out areas which offer 
opportunities for management improvement ; 

e. achieve the maximum effective utilization of all available results including 
manpower, materials, money, facilities (space and equipment), transportation, 
power, fuel, and communications ; 

d. conduct studies and surveys designed to effect management improvements 
within operations. 

2. After almost one year’s practical experience with the objectives as set forth 
in the original directives, it was necessary to more specifically define the scope 
of the management analysis essential to the success of the Far East Command’s 
Management Improvement Program. This was accomplished by the publication 
of GHQ. FEC Circular 21, 12 May 1951, which prescribed in more detail a 
proposed sequence of principal analysis which would enhance the successful 
conduct of the Management Improvement Program. Although this headquarters 
was aware of the efforts of the Office of Comptroller, Department of the Army, 
to produce analysis material for the henefit of field installations, the delay in 
receipt of such publications prompted GHQ, FEC to prepare its own documents, 
publications, and directives. 

8. Personnel of Management Units within the Far Fast Command will conduct 
a continuous analysis of the organization and operation of their installation or 
section. Results will be forwarded to GHQ Comptroller through Comptroller 
channels for evalnation and to point out fields in which the Comptroller may be 
of assistance. Although local needs and conditions may require some variations, 
the principal analysis will be considered in the following sequence: 

a. Organization structure-—To formulate an organization for operational 
control to best meet the required missions and eliminate any duplicating, over- 
lapping. and unnecessary functions. 

bh. Administrative operations—To provide a consistent basis and policy guide 
for internal operations. 

c. Mannower utilization —To assure the effective and economical use of mili- 
tary, civilian, and indigenous personnel. 

d. Methods and procedures.—To increase effectiveness through simplified pro- 
cedures and svstematie work flow. 

e. Lay-out and snace studies—To provide the best use of available “space” 
and create favorable working areas and conditions. 

f. Statistical Techniques for Operational Control.—To install appropriate sta- 
tistieal techniques in order to provide maximum information for management 
action. 

g. Cost control_—To provide adequate cost data for control of operations. 

h. Fauipment utilization—To assure the maximum effective use of available 
machines and tools. 

i. Utilities —To assure the most economical use of utilities, to include trans- 
portation, fuel, power, and communications. 
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III, IMPROVEMENTS IN PROGRAMS AND OPERATIONS 


A. Highlights of action during fiscal year 1951 


1. In attempting to educate the management personnel within the field, 
GHQ, FEC Comptroller has put into effect a progressively detailed educational 
program. At the beginning a series of conferences were conducted for Man- 
agement Unit personnel engaged in management efforts in elements of the 
Far East Command. Those were attended by from 65 to 200 personnel. The 
main feature of several of these conferences was an open-panel discussion 
by selected management representatives well versed in their field. By dis- 
cussions from the floor and questions propounded by Management Unit per- 
sonnel, education was gained vicariously. The third conference presented two 
personnel specialists and discussion centered around personnel utilization 
and employee morale. At these conferences appropriate hand-outs were fur- 
nished, designed to assist the management representatives in instituting self- 
analysis of their own internal operations with a view toward locating deficiencies 
within these operations. These hand-outs were in the form of checksheets 
covering various fields of management effort with primary interest around or- 
ganization and personnel. Through these check lists an analysis of soundness of 
organizational structure could be examined. The check lists were designed 
so that even one inexperienced in management methods of analysis could 
judge whether the structure was sound and designed for capable fulfillment 
of the assigned missions. 

2. To further assist the Management Units and commands in management, 
publication of the Far East Command Management Manual is well on its way 
toward accomplishment. ‘The first two publications, ““The Management Unit” 
and “Survey Principles and Techniques,’ have already been published. The 
others will follow as soon as completed. All are designed to be of basic as- 
sistance to all management and supervisory personnel. They are and will be 
written simply and present detailed instruction on how to proceed to effect a 
better type of management improvement. 

8. Planned for further education within the Far East Command is a series 
of courses for military and Department of the Army Civilians to train them in 
instructing management as well as supervisory personnel in how to go about 
their jobs. It is planned to devote a full two-day session highlighting practi- 
cal work and experience of others with theory as a secondary element. 

4. An indigenous training school was instituted in Japan for indigenous super- 
visors and foremen. A school for training indigenous instructors was estab- 
lished in Japan in June of 1951. These instructors will conduct management 
training conferences at the subordinate commands, depots, ports and other 
installations. It is too early to measure the results of this training program 
but it is anticipated that it will be productive in effecting greater savings in time, 
labor and materals. 

5. Control over the allocation of manpower spaces has been vested to a certain 
extent in the Management Divisions of Comptroller sections. At the present 
time the control of DAC spaces, as well as indigenous spaces, is already within 
the jurisdiction of the Comptroller, GHQ (for all the Far East Command). 
For military spaces, control is vested in either G—1 or G—3 throughout the Far 
East Command, except for Ryukyus Command, where the Comptroller has full 
jurisdiction. One of the aims of the Far East Command is to centralize such 
manpower control, preferably in the hands of the Comptroller. Decentralization 
of the control of the allocation of indigenous and DAC spaces has been com- 
pletely effected in the Far East Command and control is vested in the sub- 
ordinate commands’ Comptroller sections. This action frees GHQ of admin- 
istrative control over spaces for subordinate commands and places the respon- 
sibility for such control on the subordinate commands which are nearest to 
the local camps and thus in a better position to survey and review requirements. 

6. Organizition and methods types of surveys have been carried out in all 
the commands. Initially, major efforts were devoted to the clarification of the 
delineation of areas of responsibilities within the command as a whole, within 
each of the major subordinate commands, and in instances where functions 
and missions actually overlapped into more than one command. Internal surveys 
of the major subordinate commands were generally conducted by the Manage- 
ment Division of the local Comptroller's office assisted by the Management Unit 
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of the organization concerned. Representatives of GHQ Management Division 
were called upon frequently to consult and advise in many of these instances, 
Resultant findings in these surveys were in the main, matters of reorganization 
and clear delegation of responsibility of mission, occasional reduction in per- 
sonnel requirements, and the elimination of unnecessary and uneconomical 
functions. It should be noted that the survey operation is continuous and its 
main purpose is conservation and economy. 

a. Within Ryukyus Command reduction in headquarters support and service 
type units have been made during fiscal year 1951 which have resulted in a 
savings or diverting to other needs, of a total of 2,158 personnel spaces without 
a reduction in the mission. Further, a substantial portion of the money and 
time of the remaining service type units has been diverted to technical training. 
This figure includes the transfer of several units from the command without 
replacement, reduction of service for headquarters support units, and the loss 
of personnel spaces in service units through transfer to technical units. 

b. A review of the mission and development and publication of an organiza- 
tional manual for Headquarters Ryukyus Command was conducted which 
documents the mission of the command and establishes a program structure 
designed to achieve command and program objectives. This effected the reduc- 
tion of approximately 22 small organizational elements, headquarters staff 
sections, and should ultimately result in personnel savings and reduce adminis- 
trative effort. 

ec. A management survey of the Tokyo Ordnance Depot made during the height 
of Korean activities resulted in recommendations that made it possible to reduce 
the number of DAC positions from 137 to 75 without increasing the military 
strength or interrupting the essential mission of the depot. In addition, in 
another ordnance depot (Oppama), the number of DAC positions were reduced 
from the original requirement of 170 to 134 with an increased production which 
was sustained until the end of the fiscal year. Finally the Ikego.Depot (am- 
munition) survey resulted in considerable savings in indigenous personnel and 
a small savings in DAC personnel. 

d. A management survey of Post Exchange trains and Commissary trains 
recommended consolidations that will result in savings of over $100,000 annually 
in operating expenses of these trains. 

e. The Tokyo Post Quartermaster Comptroller survey has resulted in the re- 
duction of one officer, 21 enlisted personnel, 17 DAC’s, and 57 Japanese Nationals. 
This reduction in personnel will not hamper the Post Quartermaster in con- 
tinuing to accomplish his mission efficiently. 

f. A thorough management survey of the Japan Central Exchange is under way. 
This survey includes all aspects of the exchange system from headquarters 
through the depots to the numerous branch exchanges throughout Japan. The 
survey is considering over-all exchange policy, organizational structure, func- 
tions, methods and procedures, and manpower utilization. 

g. A survey of Electric Accounting Machine equipment and trained personnel 
utilization in the Far East Command revealed that a savings could be accom- 
plished by centralizing staff supervision over utilization, procurement, and dis- 
position of such equipment in one section of GHQ. The Office of Comptroller, 
GHQ, FEC, was charged with this responsibility. Performance reports regarding 
utilization of Electric Accounting Machine equipment by all activities are now 
submitted monthly to the Comptroller, GHQ. Although there will be a consid- 
erable savings realized in both personnel and rentals during the next fiscal year, 
an accurate estimate cannot be made at this time. 

h. A survey of the Tokyo Quartermaster Depot indicated an opportunity to 
more effectively utilize existing bread-baking facilities at that installation. It 
was recommended that these facilities be utilized to provide requirements for 
billet messes thus achieving a savings in the use of enlisted and indigenous per- 
sonnel employed for such purpose at unit and billet messes. 

i. As a result of the management survey conducted of the Public Information 
Office in June, a regrouping of functions into divisions and a revision of the 
organizational and functional charts were deemed necessary. Subject to such 
revision these charts will more accurately reflect and serve as a guide for actual 
activities. Although an estimated savings cannot be made at this time, this 
action will reduce the workload. 

7. A sampling of the effectiveness of Management Units within the Far East 
Command has shown that— 
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a. one depot Management Unit effected an indigenous personnel reduction of 
15% as a result of better employee utilization ; 

b. at another depot a 50% personnel reduction was effected in the Stock 
Accounting Branch as a result of a study that improved the manner in which 
manual stock record cards are filed and posted; 

ec. at one installation the Management Unit assisted in increasing the produc- 
tivity of major automotive assembly operation 33% during the second six 
months of fiscal year 1951, by consolidating various operations eliminating dupli- 
cation and establishing new procedures ; 

d. one Management Unit effected a 60% savings in personnel and 80% in 
man-hours through the use of a special tool designed to rewind heavy steel cable 
on spools ; 

e. in another instance, by eliminating trackage system in engine repair shop 
and substituting an overhead crane operation a personnel savings of 20% was 
effected in the number of laborers assigned to moving the engines from one 
processing point to another ; 

f. as a result of a thorough survey of reports being prepared at one depart- 
ment the number of internal reports was reduced from 19 to 12 and the number 
of reports to higher headquarters was reduced from 117 to 66; 

g. centralized control of utilization of electric accounting machine equipment 
has been established in the Management Division of the Far East Command. 
This was deemed necessary when the examination of the monthly reports showed 
a low percentage of machine utilization and additional requests were being proc- 
essed for new installations. No effective result can as yet be determined since 
this system was put into operation in June of 1951. 


B. Major areas in need of improvement for fiscal year 1952 


1. A primary area for improvement is in the training and orientation of per- 
sonnel to be assigned to management functions at all levels of command. There 
is a decided scarcity of trained personnel within the required MOS’s for this type 
of assignment. Hence, it is necessary at GHQ to disseminate educational 
material, personnel assistance, and conduct schools to permit them to effectively 
function in obtaining the aims or objectives of the Management Improvement 
Program. Since personnel who are being trained in Comptroller schools and/or 
civilian educational institutions in the United States are not coming to the Far 
East Command, such training becomes of even greater importance. 

2. Organizational structure and the examination of missions and functions 
of GHQ, FEC and those of the major subordinate commands will be studied 
during fiscal year 1952. Based on a pilot review and analysis program in 
Ryukyus Command, the experience gained will be of benefit to the promulgation 
of such programs in the other subordinate commands of the Far East Command. 
As the SCAP sections are being phased out and will so continue for the entire 
fiseal year, certain functions or portions of complete missions will be determined 
as essential and continued on a smaller scale, It is then necessary to determine 
where the logical location of that function should be placed. 

3. The remaining portions of the Management Manual as outlined in GHQ 
Circular 21, 12 May 51, will be completed. The need for the type of informa- 
tion to be included in the Management Manuel has been indicated by the personal 
contacts made with Management Unit personnel in the field. Its demand has 
prompted the rapid culmination of this Management Manual, however, the dearth 
of reference material and completed reference texts from higher headquarters 
has hindered that culmination. 

4. As a means of effecting management improvement GHQ, FEC will initiate 
action on a command-wide work-simplification program and work-measurement 
program. Although these at the present time are in the planning stages, it is 
believed that these will be fully effected within fiscal year 1952. 

5. The need for detailed up-to-date practical hints for the field exists. As a 
remedy, the Comptroller, GHQ, intends to institute a management bulletin on a 
monthly basis. It is intended to include some of the pertinent materials which 
are furnished in the monthly management improvement folder received from the 
Department of the Army Comptroller in addition to the results of actual field 
experience. : 
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IV. RECOMMENDATIONS 


A. Problems requiring action by higher authority. 

1. Provision should be made for the attendance of more officer personnel at 
schools conducting courses in management. On completion of such courses 
those officers should be given directed MOS’s and assigned to management offices 
in the field. 

2. Personnel serving in management functions in Comptroller operations in 
the major commands and major overseas commands should be given periods of 
temporary duty at Department of the Army level. In this way field Comptrollers 
will become thoroughly familiar with programs being carried on at Department 
of the Army level, thereby being able to integrate the field as well as depart- 
mental operations in the management field. 

3. The need for literature from higher headquarters suitable for dissemination 
to area commands’ Management Units at installation levels is evident. Since 
most of the personnel engaged in the management work in the field have had 
no formal management training and since time does not permit the detailed 
preparation of such literature, it is necessary that this literature be prepared 
at a higher level so that uniformity in operation will be maintained throughout 
the Army. 


Tokyo, JAPAN—EXHIBIT 9 
HEADQUARTERS 
JAPAN LOGISTICAL COMMAND 
OFFICE OF THE QUARTERMASTER 


APO 348 
28 OcToser 1951. 
Honorable Britt LANTAFF, 
Representative in Congress, 
% Imperial Hotel, Tokyo, Japan. 

Dear Mr. LANTAFF: Inclosed are the various items of information which you 
requested from Colonel Wm. L. Kay, Quartermaster, Japan Logistical Command. 

The first inclosure is a list of the various Quartermaster Depots, located in 
Japan. The mission, size, and other pertinent data is shown for each. Inclosure 
2 lists the quantity and cost of those items we withdrew from the Japanese 
Ministry of International Trade and Industry, for use in supporting operations 
in Korea. At the end of this list are comments explaining the origin of these 
stocks. 

An account of Quartermaster repair, reclamation, and salvage activities is 
contained in Inclosure 3. A copy of a list of excess items reported to Japan 
Logistical Command from another command of the Far East is attached as 
Inclosure 4. In this instance all items were shipped to Japan and placed in use. 

A copy of a letter on the subject of Air Force equities in Quartermaster Class 
II & IV depot stocks of common items is attached as Inclosure 5. An Air Force 
requisition form and an Army electrical accounting form, machine requisition 
blank, are attached as Inclosures 6 and 7, respectively. Inclosure 8 is in answer 
to your question regarding the proportion of petroleum issues among the three 
armed services in Japan and Korea. 

Colonel Kay instructed me to tell you that he regrets not being able to per- 
sonally deliver this information. I believe he mentioned that he had planned 
to take a week’s trip to Kobe last night. 

If this office can be of any further service, please do not hestitate to call upon 
us. 

Very truly yours, 
J. H. Coox, 
Colonel, QMC, 


Deputy Quartermaster. 
[Inclosure 1] 
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Estimated quantities and cost of items recovered from MITI by QM Section, JLC, 
from July 1, 1950, to July 1, 1951 





Quantity 


Total 





Jackets, HBT 
Trousers, HBT 
Suits, HBT 
Trousers, cotton 
Trousers, wool 
Shirts, cotton 
Shirts, wool 
Poncho 
Raincoats 
Trousers, rain 
Overcoats. - 


152,924 each 
158,122 pair 
49,455 each 


303,932 pair 
171,978 each 





559,230 each 
| 157,045 each 
| 140,521 pair 
66,295 each 


Jacket, wool and field (wool, od, M1950). .-.....-.-..---| 


Coats, wool (blouse) 

Sweaters, Hi-neck, mechanies-----.-.--.---- 
Uniform, nurses 

Drawers, cotton 

Drawers, wool 

Undershirt, cotton 

Undershirt, wool ape 
Belts, w ebb and leather (with and without a 
Hoods, jacket 

Muffler and scarves.........--.- 
Towels, bath and huck___- 

Gloves, all types, including mittens 
Boots, combat 

Shoes, service 

Leggings. 


Socks, all types (mostly WOON. 3 un ict Lis... rt 


Shoepacs. - 

Overshoes_-- 

Soles, rubber and leather 

Heels, rubber 

Blankets, wool, light weight M-1949 

Comforters, cotton 

Pillows, feather and cotton 

a a et 8c i ade naceek oe stensneerests 


Ce I SoS on ce son ndeoe mind Sige SL Be a | 


Sheets 

Pillow cases___- 

Cots, steel and canvas, folding 

Mosquito bars and insect bars 

Sleeping bags, wool, mountain and Arctic 
Case, sleeping bag 

Roll, bedding - 

Liner, bag, s sleeping : 

Insect repellent (2-ounce bottle) 
Insecticide, powder (pounds) DDT_----.-------------- 
Insecticide, liquid (gallons) DDT 

Fuel ration, heating (1}4-ounce cans). 

Fuel ration, heating (4-ounce cans) 

Bag, barracks 

Bag, duffel 

Liner, helmet 

Can, meat 

Canteens 

Cup, canteen -__- 

Spoon, fork and knife (ASTD). 

Cabinet, field range w/fire unit (pack B) 
Tarpaulin, assorted sizes 

Mosquito and insect netting 

Stove, tent, complete 

Top, stove, tent 

Bottom, stove, tent 

Center, stove, tent 

La0, SOW, GR oe oon eS cee ioe Ya sk acta 


| 68,401 each 

| 152,386 each. __- 
| 47,413 each 

| 136,186 pair 

| 263,638 pair__ 


__} 94,319 each 


280,674 each 
$1,906 each 
| 48,841 each 


__| 67,779 each 
_| 82,263 each 
| 411,950 pair 


336,941 pair 

306,120 pair___- 
| 325,018 each 
264,790 pair 


196,5 572 pair. 

| 1,143,261 pair 
49,654 pair 

| 113,763 OD 

| 39,940 each 

| 89,335 each 

| 23,406 each 

110,851 each 

54,371 each 

| 53,925 each... .-.- re 
31,330 each.....--- 

| 87,701 each 

| 49,911 each. ..----- 
10,945 eee ese 

| 7,843 each 

215 each. - 

| 2,504,980 bottles. 

| 26,300 pounds. - 

| 54,578 gallons 
613,268 cans 
86,630 cans 

| 251,290 each. ...-.- 


37,521 each 
55,548 each 
; 101,815 each 


9,600 each 


669,553 yards 
2,476 each 

13,881 each 
12,376 each 
12,356 each. ._.-- 
1,483 each 








_ 
« Peper pe orpem . pee. 


_ 








$584, 169. 68 
545, 520. 90 
240, 351. 30 
2, 163, 427. 65 
5, 030, 074. 60 

808, 296. 60 
3, 291, 962. 59 
7, 035, 113. 40 
2, 010, 176. 00 
1, 268, 904. 63 
2, 526, 502. 45 


| 13, 741, 329, 20 


2, 394, 035. 00 
1, 112, 417. 80 
227, 582. 40 
88, 488. 40 

s, 009. 36 

52, 818. 64 
580, 194. 62 
7, 676. 76 

, 796. 27 

0), 636. 23 

51, 003. 06 
HH, 133. 50 

. 717.78 

736, 712. 80 
, 793. 02 
23, 043. 80 
76, 496. 00 
. 676. 84 
~ 332. 67 

, 330. 46 

. 104.00 
297° 658. 00 
89, 335. 00 
. 874. 46 

3, 450. 82 

8, 646.05 
28, 041. 00 
699. 00 

. 314. 65 

3, 266. 63 
95, 659. 30 
19, 879. 38 
, 249. 00 
893. 00 

46 

3. 00 

57.10 

9.47 


87. 4. 76 

155, 776. 95 
87, 688. 80 
2, 208. 00 
29, 639. 67 
92, 567. 68 
937, 374. 20 
31, 248. 08 
33, 592. 02 
27, 227. 20 
8, 649. 20 
815. 65 








| 59, 656, 960. 66 





! Mountain. 


2 Average. 


Nore.—The above items were made available to the Japanese Government for 
relief and rehabilitation purposes under two programs, one called the “SIM” 
program (supply of incentive materials), and the other the “TOG” program (to 


other governments). 


At the beginning of the Korean conflict, 
further distribution of military-type items from the above stocks. 


SCAP froze 


From 


about the 15th of July 1950 on, items were shipped to Korea for United States and 


South Korean troops from these stocks. 
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The costs to the Army of recovery of these items consisted of a warehouse 
“outcharge,” plus any labor involved for loading onto rail cars or trucks. These 
costs average from $35 to $50 per ton of material handled. Since the Japanese 
Government was charged on a ton basis for the items turned over to them, a 
credit entry was, or will be, made in the final accounting after the peace treaty. 
Most of the clothing and equipage items were charged to the Japanese Govern- 
ment at from $800 to $1,200 per ton. A credit entry per ton balances the account 
and reflects the fact that the Army has taken back these items. 


{Inclosure 3] 


REPAIR AND RECLAMATION OF QUARTERMASTER ITEMS AND SALVAGE OF 
CRITICAL METALS 


1. Kobe Quartermaster Depot.— 

a. Cost of operations per day (approximate), $1,800. 

b. Value of items reclaimed per day (approximate), $196,000. 

(These figures are based on a recent study using as a basis 3 days’ operations, 
taken from each of three separate weeks, 1 week in May, 1 in July, and 1 in 
September. ) 

ec. Production in items for period July 1, 1950, through August 31, 1951: 








Citiee: (tne... ee cer eed each... 7, 410, 545 
SRS? RNS ie ee stoi pairs_. 692, 189 
Equipage items (personal equipment) —~----.-----_--_--_-___ each__ 3, 059, 328 
Typewriters and other office machines__-____-_-_-__---____- do_. .- 4,110 
Tentage, heavy duty (squad tents, etc.) _--------------__--- do___- 6, 774 


General supply items (such as methyl bromide, soap kitchen equip- 

ment, shoe soles, field ranges, office equipment, thread, mobile 
and permanent bakery equipment, foot and wall lockers, tentage, 
Mebt cloctvical anpliances, 00. ..o items_. 27, 281, 948 


38, 454, 894 





items__ 





2. Kobe QM Depot MHE and SPV Repair Shop.— 
a. Production, for period June 1, 1950, through August 31, 1951: 





MHE, powered, end items (forklifts, tractors, cranes) ~----.----~- each... _ 2, 451 
MHE, nonpowered, end items (roller conveyor, trailer, hand carts) do__... 5, 078 
MHE, major assemblies (engines, transmissions, drive axles______ do.... 5,970 

SPC, major assemblies (engines, power units, washers, tumblers, gaso- 
line dispensers) do 167 
SPPV, powered end items (laundry units, bath units)-----______ do___. 150 

Subassemblies and small units (generators, starters, carburetors, hy- 
draulic pusspa; Lift tabes,. etc. }a2 i ee do___. 50, 082 
I scisticssicaichilewcseoets Sec A items_. 63, 898 





b. Following is comparison of average new cost and cost of rebuild of MHE, 
computed during the month of August 1951. 

Average cost, new items of powered MHE equipment, $3,300. 

Average cost of repair of similar items, $875. 

(Includes overhead, spare parts, ard all labor, military, DAC and indigenous ; 
also, includes cost of subassemblies repaired by contract with local Japanese 
firms, for example, the straightening of axles.) 

e. Present monthly average production of powered MHE equipment in the 
Kobe MHE shop, 165 items. 

3. Reclamation of combat boots by contract with a Japanese shoe factory: 

a. Renovation by reduction in size ($1.98 per pair), 22,000 pairs. 

b. Complete rebuild for U. N. troops ($0.685 per pair), 50,000 pairs. 

ec. Conversion service shoes to combat boots ($0.325 pair), 90,000 pairs. 

Cost of new combat boots in the United States, $12.58 pair. 

4. Salvage of metals (July 1, 1950-August 31, 1951) : 

Nonferrous: 
Returned to United States, 2,128 long tons. 
On hand for return, 1,648 long tons. 
Ferrous: 
Sold, 64,800 long tons. 
On hand, 10,500 long tons. 
Miscellaneous scrap and salvage: 
Sold, 40,500 long tons. 
On hand, 2,634 long tons. 
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HEADQUARTERS, MARIANAS-BONINS COMMAND, APO 246 


Eaecess items required to be returned to ZI (Quartermaster) excess list No. 80 


56 
va 


vo 
58 
59 


{Inclosure 4] 





| 
| at 
E 








Stock Number 


| 
a. | 
Nomenclature 


Condi: | a.4 | 
tion Unit Amount 








17-C-3210 ! 
17-1-6155___. 
17-M-3265 
17-M-3283-886 1... 
91-B-2010 ! 
24-A-75 1. 
24--A-78 ! 

24-A-$ 

24-A-93 1 
24-B-NSN ! 
24-B-700 
24-B-1505 | 
24-B-NSN ! 
24-B-1171 ! 
24-B-1183.........- 


24- -[-514- 140! 
24-L-514-444 1 


24-L-5321 


24-L-543-45 1 
24-L-045 1__. 1... 


24- P-41-400._..---- 





Cap, attachment plug, non-polarized, 2 pole, 
10 amps, reg. size. 

Lamp, elect., desk, incandescent, adj. goose- 
neck, cart base, w/Parabolic shaped reflector. 

Motor, electric, AC 110-220 volt, 60 cycle, 4% 
HP, 1 phase. 

Motor, electric, 220 volt, 3 HP, 1 phase 

Burner, Hot water, heater 

Apron, Laundry, FWI, Inside, 6-roll, 120’ 
x21” x 5”. 

a a aundry, FWI, Inside, 8-roll, 120” 


Apron," "Laundry, FWI, Outside, 6-roll, 22’ 

x1 

Apron, Laundry, FWI, Outside, 8-roll, 120’ 
x 27’ x 

Bag, il Laundry, large 

Bag, Canvas, Mail, depth 133", width 736". 

Basket, Canvas, w/easters, 42” x 30’ 

Basket, Canvas, laundry, MD, hospital, ward 
type, w/rope & w/o frame. 

Bag, Canvas, water, sterilizing, Porous, sealed 
seams, complete w/suspension rope, w/cover. 

Bag, Canvas, valuables, numbered, w/tag, 
metal, identification. 

Body, Basket, Laundry, Canvas, Grey, 6 
bushel cap. 

Bucket, Canvas, folding, 8 qts_..............-- 

Bucket, Canvas, folding, 12 qts 

Case, Brief, Canvas 

Case, Canvas, dispatch, M-38 

— °3 Plate, Tent, Hospital ward & Pyra- 
midal. 

Fly, Tent, wall, small, khaki 

Fly, Tent, hospital ward, OD 

Fly, Tent, storage, OD Fr 

Fly, FR, Tent, wall, large, OD 

Fly, FR: tent, ‘wall, ‘small, oD 

Fly, tent, wall, small, OD, FMRT 

Hood, tent, FRT, OD, Hospital ward 

Hood, tent, FRT, OD, Pyramidal, M-34 

Lines, tent, footstop, 14" dia. rope 

oo Tent, 3 ft. 4’, Sewed- rend, 4” dia. 


Pceag ‘Tent, 3'4’", sewed, 2 ends, 4” dia. rope_- 
Lines, Tent, 4 ft., sewed, 1 end, 4” dia. rope_- 
Lines, Tent, wieye, 5ft., 4” dia. rope 

Lines, Tent, 4’6’’, sewed, 1 end, 4” dia. rope. 
Lines. tent, 6 ft., sewed, 1 end, Yr dia. rope... - 
Line, tent, ‘54’, ‘sewed i end, 6” dia 

Lines, tent, 8 ft., sewed 1 end, 4" dia awe. ee 
Line, tent, 8 ft., ‘sewed 1 end, 36” dia 

Lines, tent, 8 ft., wieye 4” dia. rope 

— tent, 9 ft. ., unfinished, 2 rn 14” dia. 


va ‘tent, 10 ft., 6”, sewed, 114” dia. rope.___-. 

Lines, tent, 10 ft., 6’’, w/eye, 6” dia. rope_- 

Lines, tent, 14 ft., sewed, lend, 4” dia. rope... 

Lines, tent, 11 ft., 6” , Wleye, 546!” dia. rope-- 

Lines, tent, 13 ft., w/eye, 546” dia. rope 

Lines, tent, 14 ft. w/eye {6”’ dia. rope 

Lines, tent, 15 ft., w/eye, 34” dia. rope 

Lines, tent, 3 ft., sewed, l end, 4” dia. rope___- 

Lines, tent, 19 ft., w/eye, 6” dia. rope 

Line, tent, 34 ft., sewed 1 end, 36” dia. rope___- 

Lines, tent, 45 ft., sewed 2 ends, cut, spliced in 
center, 46” dia. rope. 

Line, tent, 50 ft., sewed 3 ends, cut, spliced in 
center, 546" dia, rope 

Lines, tent, 85 ft. sewed 1 end, 44” dia. rope-_. 

Lines, tent, sectional, complete 

Lines, tent, sectional, end section, MRT 

Lines, tent, sectional, middle section, MRT-_-- 





Paulins, Canvas, FR, OD, small 
Paulins, Canvas, FMR, OD, small 


See footnote at end of table. 


} 
| A&CS__.. 


A&CS. 
A&CS_.__| 
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HEADQUARTERS, MARIANAS-BONINS CoMMAND, APO 246—Continued 


Excess items required to be returned to ZI (Quartermaster) excess list 
No. 30—Continued 


{Inclosure 4] ~ 





| t 


Stock Number | Nomenclature 


| 
Unit Amount 





24- P-44-100__...--.| Panlins, Canvas, nonfire resistant, medium, 
| -20x 20 ft. 
PERERA Pins, tent, wood, 16” 
-P-O x... 0 Pins, tent, wood, 24” 
24-P-65 Pins, tent, wood, 36” 
| Pole, tent, ridge, 11’ 1034’, complete, jointed __ 
Poles, tent, ridge, 14’ 2”, standard J 
Pole, tent, ridge, 1634’, complete, jointed - enna: 
Poles, tent, ridge, 17 ft., comp lete, jointed 
Poles, tent, ridge, 20’ 345"" , complete, jointed - - 
Poles, tent, upright, 4’ 9” 
Poles, tent, upright, 5’ 5’’ : 
Bo ee Sg ee aie eee | J 
Poles, tent, upright, 7 ft_- 
Pole, tent, upright, 7’ 2”, complete, jointed___. 
---| Poles, tent, upright, 8’ 3” 
--| Poles, tent, upright, 9 ft.. aac 
| Poles, tent, upright, 12’ 3 3’’, female. 
Poles, tent. upright, 12’ 3’’, complete, Jointed_- 
Sash, ventilation, tent, sectional, middle sec- 
tion, FMR. 
Sashes, window, tent, Command Post, M~42.. 
Sash, window, tent, flex, wtrn-film, 22 x 22” 
| Screening, tent, sectional, middle section MRT. 





24-S-1070 1! 
24-S-1250 ! 


24-S-1263-75 3._...- 


24-T-318-33 1_____. 
24-T-318-888 !_ ___- 


a T-319! 


Slips, tent, wire 

Square, tent, Pyramidal. GI____- | 

Stays, Cover, ventilation, tent, “command | 
post, steel, galvanized, stule-1. 


| Tent, FR, Command Post, M42, OD_........| A&CS 


ry. Ba 6B Ree A&CS 


Tent, FR, Hospital ward, OD. $3 Gin. door...) A&CS____| 


-3201 Tent, pyramidal, FR, M-34, OD en IF 
Tent, FR, Squad, M42, OD. pO EES, r 
Tent, FMR, maintenance, shelter_ 4 
| Tent. FM R. sectional, end section 41 
| Tent, FMR, sectional end section #1 
Tent, FMR, sectional, end section #2____. | J 
Tent, FMR, sectional, end section #2, complete | 
Tent, FMR, section, midd'e section 
} Tle FMR, sectional, middle section, com- A&CS. 
let 
24~-T-323-600 ! Tent, ° MR, Squad, M-42, OD, 6’ 2” door....; A&CS. 
24-T-323-750 ! Tent, FMR, wall large, OD |; A&CS 
24-V-8525.__......| Vestibule, tent, sectional, FMR-............. --| A&CS8...- 





“ms not required to be returned to ZI. 
{Inclosure 5] 
GENERAL HEADQUARTERS, Far East CoMMAND 


APO 500 
12 May 1951. 
AG 400 (11 May 51) QM-S 


Subject: Establishment of Air Force Equity in Quartermaster class II and IV 
depot stocks of items common to Army and Air Force. 
To: Commanding General, Japan Logistical Command, APO 343. 
Commanding General, Ryukyus Command, APO 331. 
Commanding General, Far East Air Forces, APO 925. 
1. References: 
= Special Regulations 700-40-10 and Air Force Regulations 67-59, 16 March 
1951. 
b. Special Regulations 32-400-10 and Air Force Regulations 67-60, 20 April 
1951. 
c. Quartermaster Corps Manual, 23-3-1, August 1950. 
2. It is desired that each addressee, within his respective sphere of interest, 
prepare a plan for split of subject stocks (including pipeline stocks) as provided 
by reference la. 
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3. Plans prepared by addressees will at this time consider only the establish- 
ment of separate credits for Army and Air Force. Actual assumption by the 
Air Force of storage responsibilities will be covered by separate instructions at 
the appropriate time. 

4. Air Force and Army agencies will make available to each other copies of 
work sheets and data required for review of the reasonableness of allocation 
of assets. Such data will include but not be limited to: 

a. An indication of basis of issue of items, such as references to allowance 
tables, replacement factor, consumption rates, ete. 

b. Programing data upon which the computations were based, such as strength, 
population of end items, etc. 

ec. Total assets available as of effective date of split for item concerned. 

d, Issue data for appropriate time periods if available and needed. 

5. Upon establishment of separate credits for Army and Air Force, requisi- 
tioning procedures will be as provided in reference 1a. The Air Force will be 
responsible for determination of requirements as expressed by requisitioning 
objectives and subsequent revisions thereto. 

6. Upon transfer of Air Force equities to account 71, no further transfers will 
be made between the respective accounts without specific instructions from this 
headquarters. 

7. Allocations may be adjusted by mutual dgreement when justified by— 

a. Inaccuracies in the original allocation. 

b. Future agreements between the Department of the Army and the Depart- 
ment of the Air Force. 

c. Future assignments of supply responsibility for special programs. 

8. Stock losses, inventory adjustments, etc. will be credited or debited to the 
accounts in the same proportion as stocks on hand in the Army and Air Force 
accounts as of the adjustment date. 

9. Personnel made available to determine percentages or other factors for 
division and allocation of stocks will be qualified and authorized to effect mutual 
adjustments as necessary. Disagreements will be referred to this headquarters. 

10. Additional criteria to modify and/or supplement the provisions of refer- 
ence la are: 

a. The division of stocks will be phased with due consideration given to daily 
operational demands of the QM depots involved. Priority will be given to assure 
that class 41, 55, 72, 73, and 74 will be completed not later than 1 July 1951. 

b. Division of each item to be made on stock position as of effective date of 
split for item concerned. 

c. Each quartermaster class will be separately considered and, where necessary, 
separate criteria will be applied to individual items within classes. 

(1) Only assets recorded in the following stock accounts as defined in 
reference 1c will be considered in the establishment of Air Force equities: 
Account 11—Theater stocks of class II and IV supplies 
Account 19—Stocks required for initial issue 
Account 21—Components to be assembled, converted or modified 
Account 61—Stocks obligated on directive of higher authority 
(2) Stocks recorded in quartermaster account 21 will be added to identi- 
cal items in quartermaster account 11 and the total quantity of such items 
considered for allocation. 
(3) Stocks held in account 19 or 61 specifically for the Army or Air Force 
will be allocated 100 percent to respective agency. 

e. Where a percentage factor developed on the basis provided in paragraph 
2b(2), reference la is not applicable in the division of a given item, actual issue 
experience for the calendar year 1 January-31 December 1950 may be utilized. 

f. Air Force strengths in Korea become an Army requirement in establishing 
factors, inasmuch as Air Force Korean requirements met from Army depot 
stocks in Korea are on a nonreimbursable basis. 

g. Air Force to receive no equity in items listed in reference 1b except as 
provided therein. 

h. Previous issues to Air Force not recouped through slant requisitioning as 
of effective date of split will be disregarded. 

i. Air Force to receive no equity in stocks excess to combined Army-Air Force 
level as of effective date of split. 

11. It is anticipated that a conference will be scheduled at the Tokyo Quarter- 
master Depot during the period 21-31 May 1951 to discuss and finalize plans 


94756—52 39 
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prepared by addressees. Exact time and expected duration of conference will 
be announced at a later date and representation requested of : 

a. Far East Air Forces and/or Far East Air Matériel Command and/or 
Twentieth Air Force. 

b. Quartermaster section, General Headquarters. 

c. Quartermaster section, Japan Logistical Command and/or Tokyo Quarter. 
master Depot. 

d. Quartermaster Section, Ryukyus Command and/or Ryukyus General Depot. 

By command of General Ridgway: 

Tuomas F.. WHALEY, 

Captain, AGC, Assistant Adjutant General. 


[Inclosure 6] 
Atm Force Liaison DETACHMENT 


TOKYO QUARTERMASTER DEPOT, APO 1051 





22 OcTOBER 1951. 
Cover sheet : Requisition EVIL*AIR-QMII-88 

1. Basis. To be used in Air Force bases located in southern Japan for the 
health and welfare of Air Force personnel. 

2. Justification—Upon division of stocks in the Tokyo Quartermaster Depot 
the Army requisitioning objectives for the Far East Air Force were dropped 
from the Army and assumed by the Air Force (liaison detachment from 
FEAMCOM stationed at this Depot.) The items in this requisition are com- 
ponent parts of tents due-out that cannot be issued because of lack of subject 
items. The urgency of this requisition is due to damage resulting from the 
recent typhoon “Ruth.” which damaged or destroyed a large percentage of the 
tents in use in the Air Force Bases located in Southern Japan; therefore, it is 
requested that shipment be made by the fastest available water. All items listed 
hereon are required to meet a bona fide emergency caused by nonavailability of 
these items and these requirements cannot be supplied by redistribution within 
this command. 


8. Delivery.—Request shipment be expedited to permit arrival by 6 December 
1951. 


M. B. Foearry, 


Lieutenant Colonel, QMC, Chief, Stock Control Division (for the Com- 
manding Officer). 


{Inclosure 7] 


HEADQUARTERS, TOKYO QUARTERMASTER DEPOT 






APO 1051 
WAR/sa 
13 Aueust 1951. 
TQSC . 


Cover Sheet: Requisition QMIV-Z-27 
Mark for J-400-DPO-57-52 “Special” 


1. Description of supplies—Nonregulated Spare Parts for Remington Super- 
Riter Typewriters. 

2. Basis.—Required for the support of the United States Forces in Japan. 

3. J ustification.—Spare parts requisitioned herein represents a six (6) months 
requirement necessary in the repair of the latest model typewriters of the Rem- 
ington Rand Company, presently deadlined in the Repair Shop, Classification & 
Reclamation Branch, Tokyo Quartermaster Depot. Parts are also required for 
the repair of machines within the area of responsibility of the Tokyo Quarter- 
master Depot and such other machines within the Far East Command that are 
shipped to this installation for 4th & 5th echelon repairs. 
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MCGREGOR CARBON FORME CO. 








AUTHORITY OR REQUISITION NUMBER CLASS SHIP FROM 








SHIPPING OFFICER'S VOUCHER NO. 
































































































EVIL-AIR-\u I-88 GM AF-901-CSD ee SS ee Ce 
DATE PREPARED DEADLINE DATE a 
- i &. © Saas J SAN FRANCISCO FOE 
ACCOUNTABILITY ® OAKLAND ARMY BASE Canmen 
BA 4CO-Acct 72 ss |) OAKLAND, CALIFORNIA 
BASIS FOR REQUISITION CAR NO. 
_ Special Ld 
PREPARED BY SEAL NO. 
_AF Livison Detechment {§% EVIL ya I1-AIR-AE-88 fc Baittb 
- DA i oKGS 
DATE OF ACTION STOCK RECORO CLERK 2 ACCUUNT 71 
—— f 
STOREKEEPER INSPECTOR 4 WEIGHT cuse 
JUSTIFICATION FOR RY. EXPRESS, AIR SHIPMENT PRIORITY NO. | SHIPPING ORDER NO eae BL NO. WIBNO. MAN NO. 
Bid x iia TOCK wi vila Waahhed Z DESCRIPTION oy Towa 
: a A Sele cove suippco | COST 














| 
nc T 


lace ‘ 
STOCK CON » 
| Teor Lever | OVE OUT | ON HAND | OUE IN Jum cost 


| REQUESTED RECEIVED 








a 


le} 2b-1-49 PIN TENT 16 INCH 
(8200 692008) 


2.| 24-F-59 FIN TENT 24 INCH 


(8200 692010) 
3e| 24-249 FOLE UFR 8FT 3 IN 
(8200 735288) 
he} 24-3 -253 FULE UlR 9 FT 
(8200 735290) 


5e| 24-F-675 
(820° 255957) 


FRAKE TNT MAINT COhT 











' gal 88226 






‘ Fal 68945 

















‘ pal 342 






































OFFICER 




















Me Be FOGARTY Lt. Col. it 
RECEIVING OFFICER'S VOUCHER NO 



























_TYPE OF CARGO RECEIVING DATA 
DISCREPANCIES NOTED ON REVERSE SIDE i 
GENERAL YELLOW LABEL 
sn INCHECKER (TRANS) STOMEKEEPER 

wer GREEN LABEL 
és pate DATE 
BED LABEL WHITE LABEL INCHECKER (WHSH POSTED By 
Ua 81 QUISITION AND SHIPPING DOCUMENT 
SF FOR toa WEY 1S MAY 48 DATS OATS 








tion. 


5. Delivery.—a. Request shipment be expedited to permit arrival by 15 October 


1951. 


b. Request direct shipment be made to the address shown below and a copy of 


the shipping document be furnished this Depot: 
Depot Property Branch 
J—400—DPO-57-52 
Tokyo Quartermaster Depot 
8080th Army Unit 
APO 1051 

6. Logistics —Not required. 


4. Packaging.—Standard export pack is desired ; however, non-standard and/or 
standard commercial pack may be substituted where necessary to avoid cancella- 


Chief Stock Control Div. 
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7. Markings.—This shipment is intended for direct delivery to the using 
installation. Accordingly it is requested all packages be marked for: 
Depot Property Branch 
J-400-—DPO-57-52 
Tokyo Quartermaster Depot 
8080th Army Unit 
APO 1051 
RAILHEAD: Shibaura 
RQN: EVIL-QMIV-Z-27 
8. Additional information.—These Parts numbers & nomenclature were taken 
from: Parts Catalog for Remington Super-Riter Typewriters, #SP-94-IM, 1950 
issue. 
For the Commanding Officer: 


M. B. Focarry, 
Lt. Col. @MO, Chief, Stock Control Division. 


[Inclosure 8] 
HEADQUARTERS, ‘TOKYO QUARTERMASTER DEPOT 


APO 1051 
WAR/es 
TQSC 8 October 1951. 
Cover Sheet : Requisition QMII-48 & FF 20 
For EVIL during “Y-Z” periods. 

1. Basis.—a. Nonregulated Clothing and Equipage requisitioned herein repre- 
sent requirements necessary to maintain a 30-day operating level plus a 30-day 
reserve level as authorized by WD letter AGAO-S-D-M 400, dated 21 October 
1946, for Department of the Army in United States Occupied Japan. 

b. Selected items (level code 7) represent requirements to maintain a 30-day 
operating level plus a 30-day reserve level as authorized by Commanding General, 
Japan Logistical Command for the support of United States Forces in Japan 
and Korea. 

c. Computations are based upon consumption rates and levels as submitted to 
OQMG. 

2. Justification.—All items are within the levels set; therefore, no further 
justification is required. : 2 

3. Due-In.—Quantities shown under the ‘“Due-In” column represent balances 
on edited and unedited requisitions not received in this command as of 21 Septem- 
ber 1951: 


Edited Unedited 

Requisitions Requisitions 
QMII-—A60 QMII-U22 QMII-—AB9 
QMII-F29 QMITI-U52 QMII-AB10 
QMII-G61 QMII-Y22 QMII-AB17 
QMII-M11 QMII-Y31 QMII-AB48 
QMII-M58 QMII-Y39 
QMII-M92 QMII-Y53 
QMII-N74 QMII-Y76 
QMII-N91 QMII-Y77 
QMII-U6 


4. The last ship, on which a like group of supplies was received this command 
was the SS Indian Bear, SF—A-1883 dated 8 September 1951—Requisitions EVIL 
QMII-M58 & 022. 

5. Additional information.—a. Reflection of items with quantities shown due- 
out and on hand is a result of combining the assets and liabilities of both Korea 
and Japan for purposes of this requisition. 

b. Request quantities of items designated for direct shipment to Korea be 
expedited to permit arrival not later than 15 January 1952, The balance of items 
should be scheduled for shipment to Japan during the period designated. 

For the Commanding Officer: 


M. B. Foearry, 
Lt Col QMC, Chief, Stock Control Division. 





So ae tee 


Par asy 
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{Inclosure 9] 


CAUTION — REMOVE PROTECTOR SHEET BEFORE TYPING — REINSERT BEFORE MAKING — CLAMP THIS END Of MASTER TO DUPLICATING MACHINE 


















































































































































AUTHORITY OR REQUISITION NUMBER CLASS SHIP FROM PRIORITY SHIPPING OFFICER'S VOUCHER NOL 
AB-56 EES ay See ae se: | OMe, |S ae ie NICS 5 
DATE PREPARED OT mc i am ai a aa a cam arma EE te Tee eae 
10/2/51 & FORT TRNSPORTATION OFFICER 
= ACCOUNTABILITY > SAN FRANCISCO FOE CARRIER 
4 8A 400-ACC. 71 1 OAKLAND AB, OAKLAND CALIF 
ae FASS FOR REQUISITION ° CAR NO. 
SFECIAL 
PREPARED BY SEAL NO. 
AF Liaison Det. mM TOKYO QUARTERWASTER DEPOT 
DATE OF ACTION | STOCK RECORD CLERK g EVIL Vil I-AIR DATE SHIPPED KGS. 
‘STOREKEEPER INSPECTOR 6 WEIGHT ‘Cuae 
TUATNICATION FOR BY. EXPRESS, Aik SHIPMENT PRIORITY NO, | SHIPPING ORDER NO. 8/L NO. W/8.NO. MAN NO. 
ee Ural TOTAL 
j om 4 7 MBER DESC! 
[M * ERS. $T OR PART NU! = RIPTION | or oem cose amie | cost 
ontnee iva] Due OuT | ON HAND | DUE IN | war cost RECEIVED 
ee. T 
le | 65-H-2510 RANGE, electric, domestic, table-top, : 
(6920 465200 4&-burners, 24 X 35 ins., 10-kwW, ' 
115-230-V., l-ph | EA} 176 
' 
2e | 65-H-2540 RANGE, domestic, 4-burners, apartment ; 
size, 20 X 26 $ ins., gas, ! 
manufactured ; EA} 45 
VALLE ST ITEM) ///////)/ 
TRANS. COND. accT, TYFE 
TYPE_OF CARGO RECEIVING DATA 5 REQUISITIONING OFFICER 
DISCREPANCIES NOTED ON REVERSE SIDE 
GENERAL YELLOW LABEL CHECKER CRANE) TTORLEEPER Maja, USAF 
M. B. FOGARTY Lt Col, iC 
“tl GREEN LABEL [3 ING OFFICER'S VOUCHER NO. 
. DATE DATE . 
RED LABEL WHITE LABEL INCHEGKER (WHE) POSTED BY 
wrote Ieee MSM aS DATE DATE 
{Inclosure 10] 
HEADQUARTERS, TOKYO QUATERMASTER Depot, APO 1051 
WAR/sa 
TQSC 27 Ocroser 1951. 


Cover sheet: Requisition QM II-AB94 
For EVIL during “A-—B” periods. 

1. Basis—a. Requisitioned herein represent requirements necessary to main- 
tain a 80 day operating level plus a 30 day reserve level as authorized by WD letter 
AGAO-S-D-M 400, dated 21 October 1946, for Department of the Army in United 
States Occupied Japan. 
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b. Selected items (level code 7) represent requirements to maintain a 30 day 
reserve level as authorized by Commanding General, Japan Logistical Command 
for the support of United States Forces in Korea. 

c. Computations are based upon consumption rates and levels as submitted 
to OQMG. 

2. Justification—All items are within the levels set, therefore, no further 
justification is required. 

3. Due-In—Quantities shown under the “Due-In” column represent balances 
on edited and unedited requisitions not received in this command as of 19 


October 1951. 
Edited Unedited 


Requisitions Requisition 


QMII-H69 
QMII-H73 
QMII-M10 
QMII-M52 
QMII-M87 


QMII-Y7 

QMII-Y11 
QMII-Y32 
QMII-Y80 
QMII-Ys1 


QMII-AB43 
QMII-AB47 
QMIT-AB94 


QMII-N5d6 
QMII-U3 
QMII-U49 
QMII-U50 
4. The last ship, on which a like group of supplies was received this command, 
was the SS Mayfield Victory, MA-2688, dated 18 October 1951—Requisition 
EVIL QMII-U50 
5. Additional information—Request all packages be marked EVIL QMII-AB94 
For: Account 11 
For the Commanding Officer. 
M. B. Focarty, 
Lt Col, QMC, Chief, Stock Control Division. 


{Inelosure 11] 
QUARTERMASTER PETROLEUM ISSUES IN JAPAN 


{Inclosure 12] 


HEADQUARTERS, TOKYO QUARTERMASTER DEPOT, 
OFFICE OF THE COMMANDING OFFICER, 
APO 1051, c/o Postmaster, 
San Francisco, Calif., 27 October, 1951. 
Mr. THomas A. KENNEDY, 
Imperial Hotel, Tokyo, Japan. 

My Dear Mr. Kennepy: The attached papers are forwarded in accordance 
with your request made during our conversation this morning. If we can be 
of further assistance, please do not hesitate to call on us. 

Sincerely, 
R. G. NoRMAN, 
Colonel, QMC, Commanding. 


HEADQUARTERS, TOKYO QUARTERMASTER Deport APO 1051 
WAR/sa 
TQSO 11 Octoser 1951 
Cover sheet: Requisition QMIT&IV—AD-24 
Mark for EVIL-HSC-3-Q-354-52 “Special” 

1. Description of supplies—Nonregulated Office Supplies and Spare Parts; 
Typewriter Electric IBM. 

2. Basis.—Required for the support of the United States Forces in Japan. 
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3. Justification.—a. Items requisitioned herein are a six (6) months require- 
ment for the period 1 January 1952 through 30 June 1952 for the Radio Branch, 
Adjutant General’s Section, General Headquarters, APO 500. Authority, T/A- 
10-100, 26 July 1948. 

b. Items prefixed by an asterisk (*) indicate the items which require special 
requisitioning action by the Quartermaster General, Washington, D. C. in ac- 
cordance with paragraph 19b (2), SR725—10-2, 8 June 1948. 

4. Packaging.—Standard export pack is desired ; however, nonstandard and/or 
standard commercial pack may be substituted where necessary to avoid cancella- 
tion. 

5. Delivery.—a. Request shipment be expedited to permit arrival by 1 Decem- 
ber 1951. 

b. Request direct shipment be made to the address shown below and a copy 
of the shipping document be furnished this Depot: 

Accountable Property Officer 
HSC-3-Q-354-52 

Quartermaster, Headquarters & Service 
Command, GHQ 

APO 500 

6. Logistics.—Not required. 

7. Markings.—This shipment is intended for direct delivery to the using in- 
stallation. Accordingly it is requested all packages be marked for: 

Accountable Property Officer 
HSC-3-Q-854-52 

Quartermaster, Headquarters & Service 
Command, GHQ 

APO 500 

Railhead: Shiodome 

RQN EVIL-QMII&IV—AD-24 

8. Additional information.—Items requisitioned herein are essential to assure 
uninterrupted operation of the Radio Branch, Adjutant General’s Section, GHQ, 
for the period of this forecast and must be available for issue to this office in 
January 1952. Request no substitutions of locally procured items, reduction 
of requirements or cancellation of item be made. 

For the Commanding Officer: 

M. B. FoGarry, 
Lt. Col. QMC, Chief, Stock Control Division. 


SUBCOMMITTEE MEMBERS VISIT KOREA 


(On Tuesday, October 30, 1951, the individual members of the sub- 
committee accompanied by Col. Barksdale Hamlett, Chief, Plans and 
Operations Division, G4, GHQ, Far East Command, flew to Pusan, 

orea, and spent the day interviewing Brig. Gen. Paul F. Yount, 
commanding the Second Pecistical Command, and other supply offi- 
cers and in inspecting supply functions. For security reasons no 
report of the proceedings has been included herein.) 
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FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


THURSDAY, NOVEMBER 1, 1951 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Okinawa, Shima, Ryukyus Islands. 

The subcommittee met Thursday, November 1, 1951, Hon. Herbert 
C. Bonner, chairman of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, 
Charles B. Brownson, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; 
John Elliott, State Department escort officer; and Brig. Gen. Clar- 
ence C. Fenn, Department of the Army escort. 

Military personnel present: Maj. Gen. Robert S. Beightler, United 
States Army, commanding general, Ryukyus Islands; Maj. Gen. Ralph 
F. Stearley, United States Air Force, commanding general, Twenti- 
eth Air Force; Col. Roy E. Moore, Infantry, assistant chief of staff, 
G-2, Ryukyus Command; Col. Thomas A. Lane, Corps of Engineers, 
district engineer, Okinawa; Col. Gares Garber, United States Air 
Force, deputy for matériel, Headquarters, Twentieth Air Force; Lt. 
Col. Robert J. Hoss, United States Air Force, director of supply, 
Headquarters, Twentieth Air Force. 

Officers from the following activities attended: G-2; G-4; Comp- 
troller, Rycom; technical services: Engineers, quartermaster, ord- 
nance, signal, surgery, transportation, and Rycom Gun depot; Colonel 
Banknight, Colonel Cunkle, Colonel Kohls, Col. J. A. Geraghty, Colo- 
nel Bridges, Colonel Holt, and Lt. Col. Lillian Harris. 


STATEMENT OF MAJ. GEN. ROBERT S. BEIGHTLER, COMMANDING 
GENERAL, RYUKYUS ISLANDS 


_Major General Bricutter. Our mission is primarily under the ju- 
risdiction and control of the Army with an important relationship to 
the Air Force. The relationship between the Army and the Air Force 
as well as the Navy, in this area has been most voluntary and cooper- 
ative on all parts. We operate now under the general jurisdiction of 


Nore.—Asterisks denote classified material deleted for security reasons. 
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RYCOM, who is General Ridgway, with an alternative plan callin 
fora unified command in the event of attack. I take over caieaeend 
of the area in that case. 


ISLANDS GOVERNMENT AND MILITARY COMMAND 


I have two functions as commanding general: as senior officer of 
this area from a military standpoint; and the other of governor of 
these islands. 

Our civilian mission here is to restore as rapidly as possible these 
people to a degree similar to their prewar standard of living, with 
the necessity of expanding the native interest in government. They 
have a municipal level government. They have a province-like 
arrangement for these islands roughly approximating that of the 
Japanese prefectures, only on a more broad scale. They have recently 
elected a governor of their assembly. They have recently constituted, 
also, an appointive central government. Early next month—that is, 
December 1951—they will vote to elect a new legislature. In October 
we will elect the new governor and will be doing away with the 
military government which has been regarded as a necessity for the 
government of these people. Therefore, shortly we will be one central 
government together with this municipal organizational make-up. 

These people on these islands have little aptitude for government 
or most business. They have been so held down and so subjugated 
for so many centuries, first by the Chinese and more recently by the 
Japanese for some 76 years, so that they are just not prepared to take 
over these higher positions of government. They know little but 
agriculture and fishing. They are among the most prolific people in 
the world. 


OPERATIONAL DEFENSE 


Our mission is to strengthen and maintain the island defenses in 
an effort to sustain and operate Air Force operation in this area. 
We will have to depend mainly on the Air Force for defense in these 
islands. We have here inthe Army ground forces, combat forces such 
as the Twenty-ninth Infantry Regiment * * *. 

x * * * * * * 


The Twenty-ninth Infantry would be employed in the case of an 
attack and we have been planning for over a year with service elements 
based up in the divisional level. We have certain divisional battalions, 
plus individual companies, which we have trained for long periods of 
time utilizing even Saturdays and Sundays and up 14 hours per day. 
I feel very strongly that the serviceman and the service units are the 
heart of our defending core and that they should know how to defend 
themselves whether he’s a recruit, a gunner or what not, and we have 
heard few complaints about working more than what is considered a 
regular week in garrisons. Many countries, as experienced in World 
War II, demonstrated that they have become used to that sort of thing. 

We have a very important job here logistically in the duties and 
responsibilities of RyCom working closely together with the Air 
Force and the Navy and other governmental units here on these 
"= = : 
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You will note as you go around an immense amount of construction. 
Some has been done in the past and being improved today and some 
is presently under way as new construction. We have done much in 
the way of highway and sewerage construction. You will note much 
open storage and under guard, and you will see something like $180 
million work in progress. Personnel has been difficult to retain espe- 
cially in construction where men only want to stay 1 or 2 years and 
then go away. 

Morale here in the Army, I believe, is very good for the time, loca- 
tion and distance from home, and the climate in relation to the number 
of personnel. In many cases the military personnel has been here for 
several years, and now that the rotation has been resumed, I think 
that the morale of the organization is of a high level. 

We are proud of our organization, its training, and its important 
minitnie<* .%% 

I will now call on several of my staff officers to present a picture of 
the history and militiary engineering and political aspects of these 
islands, 


STATEMENT OF COL. ROY E. MOORE, INFANTRY, G-2, RYUKYUS 
COMMAND 


RYUKYU ISLANDS HISTORY AND LOCAL CONDITIONS 


Colonel Moorr. The Ryukyus chain consists of approximately 116 
islands spreading from the thirtieth parallel down to within 65 miles 
TT. 

Some points which may be of interest to the subcommittee as far 
as location: We are approximately 335 miles from the farthest tip 
of Formosa. We are 400 miles from the nearest point to the China 
coast. We are 467 miles from Shanghai. We are here within a 500 
mile radius of many strategic far eastern points. 

The population of the Ryukyus is roughly a million people with 
600,000 or 60 percent of them natives of mixed Asiatic ancestry. The 
Japanese language is predominately spoken here. The Japanese 
customs and traditions are still prevalent. 

Since the onset of the American military occupation, the Ryukyus 
have been organized into four types of government. They follow the 
pa type with the name of the island and the word “gunto” fol- 
owing. The boundaries are indicated by the dark lines here [indi- 
cating on map]. These guntos are the political subdivisions of this 
area, ; : 

Starting in the north. * * *., 

Some islands have excellent roads and a sizable proportion of the 
population, while others are relatively uninhabited with little means 
of transportation from one coast to the other. Okinawa, which is 
the largest and most important of all the islands in the chain, is 65 
miles and varies in width up to 16 miles. There is a serious shortage 
of transportation facilities although the roads are numerous and ex- 
cellent. During the last war the island itself was subject to very 
severe damage. The southern portion of Okinawa, which involves 
the Naha region, is rugged hill country; however, not as rugged as 
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some other islands in the chain by comparison. Okinawa has, I 
should say again, an admirable road net. * * *. 

So much for the geography. A few words on the climate. Okinawa 
is located within the temperate zone. Okinawa enjoys a subtropical 
marine climate, relatively high of equal temperature throughout the 
year. The temperature in the Ryukyus varies from about 69° in the 
northern part to 74° in the western Ryukyus. The warm season is 
from June to September. The temperature ranges around 81° for the 
entire period. We have had temperatures as low as 38°. They have 
been reported. However, the average temperature for the islands 
range from 52° in the north to 58° down in the south. The rainfall 
here is quite heavy. At Naha on Okinawa the average annual pre- 
cipitation is 83 inches. In the northern Ryukyus we have an average 
annual precipitation of 125 inches. There are some reports that snow 
has fallen up in the northern Ryukyus, but to the best of our knowledge 
»roven claims have not demonstrated that there was snow in the 

yukyus. These islands lie within the typhoon belt. 

We have averaged about 400 typhoons of varying types per year. 
However, only three to six are expected to pass directly over Okinawa. 
The rest are diverted through atmospheric conditions at sea. I have 
hoped in this short space to give you some idea of the position of the 
geography of the Ryukus. Colonel Lane, our district engineer, will 
give you a brief summary of the construction program here on 
Okinawa. 


STATEMENT OF COL. THOMAS A. LANE, CE, DISTRICT ENGINEER, 
OKINAWA 


Colonel Lane. The interest of the United States in Okinawa is 
plainly reflected in the appropriation charts that I have placed before 
you. I will try to summarize a few and you will note that in 1946 
and 1947 after World War II there were sizable appropriations for 
construction programs at Okinawa. In 1948 and 1949 the appro- 
priation was still considerable although not by comparative analysis. 
In 1950 and 1951 we have again large appropriations for bases and 
construction in this area. I would like to take up at this time certain 
of our military constructions, if I might go off the record. 


CONSTRUCTION PROGRAM 
* * * * * * Bo 


I am showing you now on the map [indicating] a construction pro- 
grate: * Bok, 

_I have outlined these in heavy underlines on the map and dotted 
lines to show proposed construction. It is costing us approximately 
$90,000 a mile for our secondary roads * * *,— 

Here we have outlined the electrical system for the island. This 
consists of a power plant generating 36,000 kilowatts * * *  sery- 
ing air bases and other fields and installations. 

* * eS * * * * 


The sewerage system provides for * * * all the surrounding 


bases of the islands, * * *. In providing for innerconnection so 
that there can be reception and dispensing, this has been set up * * *. 
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* * * 


As far as construction, we have on Kadena Air Base: 
and certain storage and warehouse facilities all under contract. The 
value of these installations in terms of dollars and cents is approxi- 
mately * * *, The round figures represent our estimate. Our 
1952 expected additional funds are about * * *. Weestimate that 
our present over-all construction program for the base is * * * 
additional requirements. The house units average around * * *. 
This is a three-bedroom house, common entrance, duplex, concrete, 
flat-roofed type. Here is a plan [indicating] where we have 24 bar- 
racks under construction; 345 houses in these two areas * * *, 

* * * * * * * 








* * * We have a laundry and open shop also. Also, we have 
plans for barracks of officers’ quarters. These is no housing provided 
at the post or depot. It appears better to build the houses within the 
confines of the activity. 

At the port of Naha we have the main port which is being dredged 
deep enough to receive our largest ships on the south side. The south 
side contains the principal administrative and nonoperation offices. 
* * *. We have provisions for a number of ship berths and a small 
boat base. A big base at this point fiiidicating], a rescue boat and 
crash-boat installation possibly here [indicating]. ‘The Army in- 
stallation at this point has two bases under contract and five more in 
process of negotiation bids. This is the Army Port Authority. The 
subport will be dredged to a greater depth and take quite a bit of 
traffic from the larger port. 

*% » * * * * * 

The Naha Air Base on the southern end of the island * * *. We 
now have under contract * * * _ bachelor officers quarters, general 
drill halls. The present project is under contract and calls for the 
expenditure of about * * *. They are open-hand contracts and 
will be a permanent part of the base. In total it will run about 
* * * over the next couple of years. 

The barracks under construction are the Army-type barracks, gen- 
erally company-size barracks. If I may go off the record at this 

0Int-—— 
Mr. Bonner. You may. 

(Discussion off the record.) 

* * * * * * * 


Colonel Lanr. I would like to present Colonel Garber of the Air 
Force. 


STATEMENT OF COL. GARES GARBER, UNITED STATES AIR FORCE, 
DEPUTY FOR MATERIEL, TWENTIETH AIR FORCE 


Colonel Garser. In view of the foregoing discussion, I am going to 
limit my remarks to Okinawa. I think you all are aware of the use 
of Guam as an Air Force station by the Twentieth Air Force. How- 
ever, our problems down there are different problems and are con- 
siderably lies than those facing the Air Force on Okinawa. The Air 
Force supply picture on Okinawa has been, in my opinion, remark- 
ably good. Especially is this particularly true when you consider 
94756—52——40 
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some of the adverse factors which have affected us here. I believe that 
a large measure of the successful support of Korean combat operations 
by the Twentieth Air Force has been due to the magnificent coopera- 
tion we have had from General Breighteler and his Ryukyus Bon. 
mand. This cooperation, in fact, is so close that my. friend, General 
Sherman, is always asking me when I am going to move my desk 
down to this headquarters from General Sterling’s headquarters. 
Seriously though, on Okinawa the cooperation existing between serv- 
icemen is the finest example I have seen yet of unification. 


AIR FORCE SUPPLY PROBLEMS 


Now we do have some problems in Air Force supplies, but we here 
on Okinawa believe that these problems largely originate back in the 
States, and most of them are due to the fact that here we are 10,000 
miles out at the end of the supply line with the corollary that it takes 
a long time to get material here to us. This cooperation is all the 
more remarkable when you consider that—take, for instance, the 
B-29’s, which are bombing Korea now, the F-83’s and F-82’s, are 
all of modern production. * * * It appears to us that Okinawa 
has a rather low priority supplywise in relation to, for instance, the 
Middle East, the African bases, the aid to Europe program, the expan- 
sion of state-wide facility and the support rendered to the combat 
units now in Korea. This, of course, 1s a military decision on the 
very highest level. We know also the terrific production battle that 
is going on in the States now in order to produce and distribute the 
required amounts and types of supplies. That is fine, but it makes it 
a little rough here in Okinawa. wide 

Now I propose to go into a discussion, if I may, of features which 
so greatly complicate our supply and maintenance picture. It is, 
however, a very real problem and an ever-present one. We believe 
that with a completion on this construction program, which Colonel 
Lane has just discussed with you, that within the next 2 or 3 years 
our problem in this regard will have been solved, because we will 
have a permanent construction which it takes to do our job on 
Okinawa. Even with that, we will have an adverse effect on economic 
operations because of the high humidity, the excessive rainfall, and 
so forth, which is beyond our power, of course. I understand that 
your subcommittee, Mr. Bonner, is interested in the proper utiliza- 
tion of natural and mineral resources, and, as one who digs into his 
pocket taxwise, I would like to assure you that all here agree with 
you in your aims. And with no spirit of levity at all, I should like 
to say that the waste here on Okinawa is at a minimum, because we 
just don’t have the waste, gentlemen. Our status here is comparable 
to austerity and in no categories of supplies and equipment were we— 
and I say “we” as the Army and the Air Force—below our authorized 
allowances. We can see much relief for that in the foreseeable future 
because of the necessary expansion of the national defense program. 
The only solution, then, is to rebuild and repair and reuse this mate- 
rial. I think we can say that this is a result of the growing pains, the 
changing from the Army supply line to the Air Force channels. 

Mr. Lanrarr. Colonel, I wonder if you could develop that phase a 
little, especially with regard to the availability of quartermaster- 
supply items? 
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Mr. Bonner. Do you think this represents a shortage of quarter- 
master-supply items available for your use? 

Colonel Garper. I think, Mr. Bonner, this situation has been the 
result of growing pains of the changing supply lines from Army to 
Air Force channels. 







ARMY AIR FORCE SEPARATION OF STOCKS 






Mr. Lantarr. What types of quartermaster items do you need that 
the Army cannot furnish you ? 

Colonel Garser. Not any, sir. They have furnished us, in fact, 
until the separation of the stocks on hand. We were depending on 
the Department of the Army for all our quartermaster items. Within 
the past few months there has been a division of assets, and this I men- 
tioned in my presentation. 








* * * 





* * * 





* 







Now that is something I think that will take care of itself as we gain 
more experience. It is normal that when one goes into a new phase, 
there will be certain bugs that, as time goes by, will come out. As to 
the separation of stocks, Mr. Bonner, we have made the division of 
assets here; however, it continues to be stocked by the Army. Now we 
do not have an Air Force depot here on Okinawa. These are Air 
Force stocks even though Army continues to store them. In regard to 
this separation of stocks, since we do not have an Air Force depot, 
arrangements have been made to take them into the Air Force depot 
system so, of course, General Beighteler’s command stocks them and 
we all draw from that source. 

Mr. Bonner. Do you have much in the way of Corps of Engineer 
items ? 

Colonel Garser. Corps of Engineer items? We do have in the Air 
Force a great deal of construction equipment and Corps of Engineer ; 
for instance, survey instruments and some construction supplies. As 
far as I know, and I think General Sterling knows more about that 
than I do, but as far as I know there is no intention of setting up an 
Air Force supply agency. 

Major General Berenreter. I should like to introduce now Colonel 
Goss, of our G-4 section, who will continue this supply discussion. 


STATEMENT OF LT. COL. ROBERT J. HOSS, UNITED STATES AIR 
FORCE, DIRECTOR OF SUPPLY, TWENTIETH AIR FORCE 






















REQUISITIONING PROCEDURES 






Lieutenant Colonel Hoss. I think I should cover briefly a few of the 
points brought out by Colonel Garber. The Ryukyus Command requi- 
sitions overseas many items; some are requisitioned and channeled from 
oversea’s supplying of Japan, Korean, and Far East Command. The 
Army requirements both as to the need of the Army and the Twentieth 
Air Force are obtained by requisitions on the United States or in 
some instances directly from Japan. All Far East commands assist 
each other to ease the burden of supplying needs. Stock loads for 
RYCOM are generally set at 60 days for supply. The normal lead 
time—the time it takes to get supplies from the States from the time 
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you submit a requisition—is normally about 120 days. Nonavail- 
ability and the raw-materials scarcity teemuattly are factors in having 
this time take longer. Since there are no local sources from which 
supplies can be purchased, it is necessary to foresee all needs and 
have the supplies on hand and available for distribution. Any clog 
in the pipeline means that in supply support the picture must be im- 
provised. Stock levels previously mentioned are based on maintain- 
ing the existing program. There are no stocks on hand for contem- 
plation of any initial steps in any new or unforeseen program. 


UNIFICATION OF SUPPLY 


The Army supplies RyCom and the Twentieth Air Force with all 
items used by both services, known as the common items. Since uni- 
fication the United States Air Force has progressively moved toward 
establishment of their own separate supply system. Many common 
items have already been transferred such as lumber, vehicles, and 
class 2 and 4 quartermaster supplies. This program is in a transi- 
tional stage, and there is considerable confusion and frustration in 
the supply of transferred items to the United States Air Force areas. 
Locally, these troubles may be placed in four general groups. — First. 
there are the instances where the USAF has taken over only a part of 
the commodities as is the case of, for instance, vehicles. The Air Force 
gets its own vehicles, for instance, but still looks to the Army for 
spare parts and the pipelines that are necessary for that part. This 
requires expert coordination in the supplying of spare parts. Only 
the able cooperation existing between the Army and the Twentieth Air 


Force has enabled us to accomplish this. 
* * * * * * * 


Second, the Twentieth Air Force has not had personnel, funds, or 
storage facilities for handling any of these transferred items. The 
Army, therefore, out of necessity comes in and aid the Air Force to 
this degree. 

Fourth * * * Engineering spare parts are an example. Last 
year it was necessary to place $2 for every $1 for spare parts. The 
parts on hand in ZI were paid for out of pocket, while those that were 
not on hand were paid for from other funds. Therefore. we have to 
cite $2 for every $1 spent. Many of the parts in the ZI depots are 
paid for out of one fund while many that have to go out are paid for 
from another. Right now another impossible situation exists. The 
ZI will not accept Army requisitions for the Twentieth Air Force 
requirements transferred items, while the Twentieth Air Force has 
been instructed by the Far East Matériel Command to place the de- 
mands uponthe Army. Locally the Twentieth Air Force would have 
been in dire need for engineering supplies had not these supplies been 
filled from stockpile without particular regard—to supply Twen- 
tieth Air Force you have involved Chemical Corps, Medical Corps, 
Signal Corps—the Army supplies these, and there are no duplications. 
Transportation Corps has some responsibility. The Ordnance—the 
Army supplies all ordnance items. There is no difficulty in obtaining 
ordnance through the corps in the United States. The Engineers—the 
Army is furnishing all engineering requirements. Spare parts, tires, 
assemblies, and so forth, are furnished through Army channels by a 
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complicated set of rules. Recently a number of items had been trans- 
ferred tothe USAF supply. There is little difficulty in the supply of 
items of this type which remain the responsibility of the Department 
of the Army. Geceteesnantin items—recently all of the quartermaster 
supply .items have been transferred except subsistence and POL. 
Army continues to requisition or to issue Twentieth Air Force per- 
sonnel. There is no physical segregation of stocks. 

Master planning for Army warehousing in similar facility is based 
on logistic agreement existing at the time of execution. Therefore, 
the construction projects under contract will provide adequate storage 
for common items, both for the Army and the Twentieth Air 
Foree; °*  % *%; 

Both storage areas in the Army are only a little less than planned. 
Army can store any common item for the Twentieth Air Force with- 
out additional physical construction. Army operates the port of Naha 
and White Beach and can handle all sea-borne spare parts. Delivery 
of Air Force cargoes to the proper Air Force bases is an Army re- 
sponsibility. But since the Army has long been short of trucks, 
especially the special duty facilities, the Twentieth Air Force has 
cooperated by hauling large portions of ordnance. There are no 
commercial telephone facilities here—the Army supplies all telephone 
and communication service, except some local service on the base. It 
is easy to see that there is little parallel establishment of facilities. 
All water, of course, is furnished by the Army. 


SEGREGATION OF STOCKS 


Mr. Bonner. Mr. Lantaff? 

Mr. Lantarr. Do you think that the segregation of stocks at this 
time was timely ? 

Colonel Garser. The Army was divested of responsibility at a time 
before the Air Force was successfully set up to completely administer 
this program. I believe that I understand the import of your ques- 
tion but don’t believe that the change has reduced combat effective- 
ness. 

SCRAP AND SALVAGE ACTIVITIES 


* * * * * * * 


In dealing with the scrap and surplus matters, the discussion falls 
into two classes; each should be considered separately. The distinc- 
tion here is nonferrous, being of a critical nature, is required to be 
returned to the United States whereas the ferrous metal has been 
authorized to be sold in the Far East Command. War scrap or battle 
scrap has been generated from war stocks particularly here for the 
invasion of Japan during World War II. This is referred to as “roll 
up stocks.” ‘The earliest disposition of this took place in 1946. This 
was done on invitations to purchase. Subsequently, the Army, on its 
own act, sent shipments of salvage items to Japan for repair and 
rehabilitation for the purposes of further utilization. In 1947 and 
1948 two large sales of marine salvage were conducted here. These 
were negotiated by the Foreign Liquidation Commission and the 
Maritime Commission. These sales involved a number of small boats 
and eight liberty ships. Ship breakers bid on the contract and their 
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men came to break them up. These successful firms are still engaged in 
the performance of construction on this island. It is anticipated, how- 
ever, that they will complete their contract January 31 of this coming 
year. In the fall of 1950 it was proposed to dispose of the remainder 
of scrap on this island. Accordingly, we invited for sale all] the re- 
maining land and marine scrap available, available at that time. On 
February 6, of this year we opened the bids and made the awards to 
two firms. First of all, the land scrap was disposed of by sale to E. A. 
Griffis Co., located in Tokyo. This sale involved 61,810 tons of land 
scrap. The marine scrap is of a much smaller quantity being 10,900 
tons sold to the Sin San Sho Co., a Japanese firm. The disposition of 
this scrap was to be used in Japan. The contract stipulated that dis- 
position might be made to either the United States or Japan. We were 
assured by the two Governments that the dispositions to these two 
firms was satisfactory at that time. With reference to nonferrous 
scra 

Mr. Bonner. Could you give us an estimate of how much you re- 
ceived for that scrap? 

Colonel Garser. Yes, sir; I have that figure right here. It was $16 
a ton for land scrap and around $9.18 a ton for marine scrap. These 
bids circulated in the United States and in Japan. With regard to 
the nonferrous scrap, as I have mentioned for return to the zone of 
the interior, we have limited that to a service type contract with the 
Navy charged with organization and collection of this material on 
the island. This has consisted of brass shell casings left over from 
the war, both Japanese and American. To date, this firm has col- 
lected almost 4,000 tons of scrap alone, and we believe that we shall 
release over 15,000 tons by June of 1952. An over-all program for 
scrap and such has been vigorously administered in this headquarters. 

Mr. Lantarr. Is there much scrap on the rest of these islands? 

Colonel Garner. I don’t know, sir. There was some reported to be 
on Guam. 

Mr. Lantarr. What is the obstacle to salvaging this scrap ? 

Colonel Garser. The sheer physical job of gathering it up. 
*« * * * * * 
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General Bricutter. This completes our briefing of the activities 
of RYCOM. We are now available for a survey and inspection if 
that is the wish of your subcommitee, Mr. Bonner. 


BACKGROUND ON UNIFICATION ACT 


Mr. Bonner. General, and members of your staff, I would like to 
make a statement. Our House committee drafted the original Uni- 
fication Act of 1947. Our subcommittee has been interested for 4 years 
since that time in one of the most important phases of our military 
problem—supply management for the armed services. We have vis- 
ited the zone of the interior and its military installations. We have 
issued reports and hearings on matters touching on surplus property 
and military supply. We are here today in the field because of 
the serious concern this problem of military supply presents to the 
American taxpayer. We are in effect at the end of the supply pipe- 
line as it reaches you folks in the field. We are now in a better position 
to evaluate the policies and programing of the Pentagon echelon, 
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and the activities of the zone of the interior which serve as your 
sources. We are interested in the strategy and tactics employed on 
this island; we are interested in the method of supplying our forces 
here. The presentation of your staff, General, has been thorough and 
rewarding. 

I have divided our subcommittee into teams—each to be accom- 
panied by a staff member. These gentlemen will separate and in this 
manner be able to visit many of the activities and observe the installa- 
tions at work. This survey we have found is the most important part 
of the conferences, because it gives a view of actual operations, pro- 
vides the element of evaluation and emphasizes the point of presenta- 
tion. Mr. Kennedy has a list of the teams, which I know he will be 
glad to make available to your staff, unless there is some other matter 
awaiting your attention. We can terminate this meeting now and 
begin our survey. The hearing will stand adjourned. 
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THE SECRETARY OF DEFENSE, 
Washington, October 19, 1951. 





Hon. HERBERT C. BONNER, 
House of Representatives. 

DeEaAR Mr. BONNER: I understand that you have requested my views concerning 
the travel of your subcommittee to Pusan or other points in Korea in connection 
with your pending visit to the Far East. 

The visit of American congressional groups on inspection trips to the combat 
zone could not fail but to immediately suggest to other interested nations that 
similar groups from their countries make similar inspection trips. As you know, 
our efforts both in Korea and in Japan have been and continue to be international 
in character. 

Conditions in Korea are, at best, unsafe, and insecure, and visits such as 
mentioned in the preceding paragraph would impose a burden and an obligation 
on our fighting forces which would be a distinct handicap to their primary 
mission. Appropriate facilities in that area for the care of even a few high 
officials of any one of the participating nations are simply not available. 

The Department of Defense for the foregoing reasons has been forced to 
decline authorization for such trips since the beginning of the Korean hostilities, 
and there has been no change in the situation which would warrant reconsid- 
eration of this decision at this time. General MacArthur during his tenure as 
supreme commander was in agreement with this policy. General Ridgway, as the 
present supreme commander, is likewise in accord with it. 

The Department of Defense appreciates the sincere and earnest efforts of your 
subcommittee to improve the military supply problem in our overseas areas and 
regrets that it is impracticable to authorize the visit of your subcommittee to 
the combat zone. You may rest assured that every other appropriate assistance 
will be rendered your subcommittee in its inspection trip. 

Very sincerely yours, 
























Rosert A. Lovett. 
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FRIDAY, NOVEMBER 2, 1951 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE OF INTERGOVERNMENTAL RELATIONS, 
OF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Clark Air Force Base, Philippine Islands. 

The subcommittee met Friday morning, November 2, 1951, at Clark 
Air Force Base, Philippine Islands, Hon. Herbert C. Bonner, chair- 
man of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, 
Charles B. Brownson, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff mem- 
ber; Ray Ward, Bureau of the Budget; John Elliot, State Depart- 
ment escort officer; and Brig. Gen. Clarence C. Fenn, Department of 
the Army escort. 

Clark Air Force Base representatives present: Brig. Gen. Ernest 
Moore, USAF, commanding general, Philippines Command; Col. 
Jack N. Donohew, deputy for comptroller, inlippines Command; 
John D. Taylor, executive assistant to the deputy for matériel, Head- 
quarters, Philippines Command; Col. Clarence F. Snyder, command- 
ing officer, Six Thousand Two Hundred and Third Port Squadron, 
and the United States Military Port of Manila; and Col. Carl E. 
Rankin, deputy for matériel, Headquarters, Six Thousand Two Hun- 
dred and Eighth Depot Wing. 

The subcommittee met at Clark Air Force Base, Philippine Islands, 
2:15 p.m. November 2, 1951. 

Brigadier General Moore. Mr. Chairman and members of the sub- 
committee, we are very happy to welcome you at Clark Field which 
we understand is your first stop in the Philippine Islands. We have 
arranged quarters for the hearing which we hope will be comfortable 
enough to conduct your inquiries during this intense heat. The staff 
of our headquarters has been assembled here, and we are ready to 
make available to you any information which will assist in your study 
of supply management. I will call on Colonel Donohue to make the 
first presentation concerning our operations here in the Philippines 
Command. 


Note.—Asterisks denote classified material deleted for security reasons. 
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STATEMENT OF COL. JACK N. DONOHEW, DEPUTY FOR COMPTROL- 
LER, PHILIPPINES COMMAND AND THIRTEENTH AIR FORCE 


* 





* * 





* 





~ * 


* * *, Subsequently, in June of this year, those logistic support 
responsibilities above base level previously assigned to Philcom (AF) 
for Army and Air Force units in the Philippines, were transferred 
to FEAF and subsequently reassigned to FEAMCOM. 

Another recent and important logistic development in the Philip- 
pines was the Army-Air Force agreeemnt of January 10, 1950, which 
yrovided that all items of depot stocks common to Army and Air 

orce, in the Philippines would be allocated to the Department of 

the Air Force, with the exception of subsistence, petroleum, and 
ammunition. Accordingly, the bulk of the supplies and equipment 
sane stored by the Six Thousand Two Hundred and Eighth Depot 

ing are now owned by the Air Force. Air Force owned items 
issued by the depot to Army units are included on a report of issues 
which is prepared quarterly by the depot and coordinated with this 
command prior to submission to the Air Matériel Command, and the 
appropriate Army technical service in order that reimbursement may 
be effected. Subsistence and petroleum are handled in another 
manner. A separate report covering the total bulk subsistence fur- 
nished Army units and the total number of meals furnished Army 
personnel in Air Force messes is prepared by this command in co- 
ordination with Six Thousand Two Hundred and Eighth Depot Wing 
and forwarded to the Army Quartermaster General, for reimburse- 
ment at departmental level. 

The sub-area petroleum officer on the staff of the Commanding Gen- 
eral, Philippines Command (Air Force) and Thirteenth Air Force, 
is the agent having responsibility for the supply of petroleum prod- 
ucts to all three services: Army, Air Force, and Navy, in the Philip- 
pines. He is responsible for the coordination of all matters pertain- 
ing to the petroleum supply program, including the supply, distri- 
bution, and quality surveillance of all activities under the cognizance 
of the United States Armed Forces in the Philippines. This is a 
good example of unification. We have one depot storage terminal, 
the Bataan Oil Terminal, and we issue from that one terminal to 
each of three services. Quantities transferred, and issues of petroleum 
products are reported on the Area Petroleum Office monthly slates 
for reimbursement at departmental level. 


STATEMENT OF COL. CLARENCE F. SNYDER, COMMANDING OFFICER, 
SIX THOUSAND TWO HUNDRED AND THIRD PORT SQUADRON, 
AND THE UNITED STATES MILITARY PORT OF MANILA 


Colonel Snyper. T assume the subcommittee is familiar with mili- 
tary ports. Ports are normally operated by the Army, however, we 
have the only Air Force operated port in the world, and consequently, 
the operation of this port is a little different from normal, because of 
our latitude in the application of commercial practices. The United 
States Military Port of Manila is not only a port; it is an installation 
that lends logistical support to all military units in the Manila area, 
in addition to the Commanding General, Thirteenth Air Force, in his 
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contacts with Philippine governmental agencies. It has also served 
to cement Philippine-American friendly relations through our recre- 
ational facilities. We have our own communications, finance, and we 
have our own mortuary. The port is a complete installation with 
approximately 20 different functions. These different activities 
within the port include fefrigerated intransit storage, which has a 
capacity of 130,000 cubic feet, for storage of chilled and fresh cargo 
used by all military units in the Philippines. These supplies are off- 
loaded at our port where they are issued to the consuming units under 
the direction of the Six Thousand Two Hundred and Eighth Depot 
Wing. The port is directly subordinate to the Commanding General, 
Thirteenth Air Force. However, we do have some responsibilities 
performed for the Six Thousand Two Hundred and Eighth Depot 
Wing in the interest of economy. 


PILFERAGE 


The port earned an enviable reputation in that our pilferage has 
been reduced to a very bare minimum. Pilferage from July 1950 
to October 31, 1951, amounted to less than $1,000 in the United States 
Military Port of Manila. Pilferage from over-the-road transporta- 
tion from port to Clark Air Force Base and other Army units 
amounted to $1.499 for the same 16-month operation. These are 
almost unbelievable figures for port pilferage. 


AIR FORCE SERVING OTHER AGENCIES EFFECTIVELY IN PHILIPPINE ISLANDS 


We have no particular problems at our port. I think it is a very 
fine example of unification in that we do serve the Army, we serve 
the State Department, we serve the Navy to a degree; and all those 
functions are being carried on with the most amiable relations. 
Our supply problems are taken care of through Thirteenth Air 
Force and Six Thousand Two Hundred and Eighth Depot Wing. 
We depend upon them for all issuance of supplies and again, we at 
the port have very little supply difficulty except for a few items and 
those particular difficulties are being rapidly ironed out. 
* * * * * * * 


STATEMENT OF COL. CARL E. RANKIN, DEPUTY FOR MATERIEL, 
HEADQUARTERS, SIX THOUSAND TWO HUNDRED AND EIGHTH 
DEPOT WING 


Colonel Ranx1n. Ladies and Gentlemen, the depot, Six Thousand 
Two Hundred and Eighth Depot Wing, is an Air Force depot, and 
operates under the control of FEAMCOM in Japan. We have the 
direct logistic responsibility for support of all Air Force and Army 
units in the Philippine area. We also support units that were men- 
tioned here a while ago, such as, the air sections of MAAGS, the air 
attachés, and air liaison offices at Rangoon, Bangkok, Saigon, Hon 
Kong, Melbourne, Singapore, and Formosa. The organization o 
the wing is comparatively simple. We operate through a depot sup- 
ply group and a depot maintenance cee Our sources of suppy 
on Air Force items are through FEAMCOM, Japan, to the Air Force 





614 FEDERAL SUPPLY MANAGEMENT 


depots in the States, mostly the one located at Sacramento. Generally 
speaking, our tech service supplies are requisitioned directly to the 
overseas supply depot at San Francisco. 

We also have considerable responsibility in the supply of POL 
items to all units including the Navy in the Philippine area and this 
is accomplished through our operation of the Bataan POL terminal 
located on Bataan Peninsula. We also have stocks of POL in Pan- 
dacan commercial terminal, located in Manila. We have a consider- 
able supply pipeline, as you can well imagine. The items furnished 
us from Japan, we receive in about 30 days; that from the States in 
about 120. 

Very little of our supplies come from Japan. We do some business 
up there with the Eight Thousand and First Transportation Corps 
depot. * * * Cross-service agreements have been entered into 
with the Navy at Subic Bay for the use of their repair facilities for 
the vessels that belong to the Army and Air Force. 

In support of these operations we have a more or less centralized type 
of operation in this depot. We have only one purchasing and con- 
tracting unit. The depot handles all purchasing and contracting for 
the Air Force and Army units in the Philippines. We have only one 
salvage and disposal unit that handles all such business for the Air 
Force and Army units in the Philippines. We have one statistical 
services unit that accomplishes that business for the Army and Air 
Force in the Philippines. * * * We have approximately 275,000 
line items in our depot. 

Brigadier General Moore. Ladies and gentlemen, we made this in- 
tentionally very brief, and to the point along many lines. Mr. Chair- 
man, do you have any questions? 

Mr. Bonner. No, sir. 

Mrs. Harven. I should like to ask General Moore if there are any 
Wafs, Wacs, or Waves stationed here? 

Brigadier General Moore. I can’t speak forthe Waves. The answer 
is that about a year ago, it was determined we could utilize 300 Wacs 
in this command. About a month ago we were informed that there 
were not enough of them available to us. However, we did indicate 
that we could use about 300. 

. * e * = . a 


Mr. Lanrarr. How is class 1 subsistence provided ? 

Colonel Rankin. It is provided through—you are talking about ? 

Mr. Lanrarr. Class 1 subsistence. 

Colonel Ranxry. It is provided through the agency from Japan and 
from the States. As far as this agency is concerned, it comes through 
the military port of Manila, and is distributed by our depot. (Later 
corrected to: “direct requisition on San Francisco Port, on subsis- 
tence.”) 3 

Mr. Lanrarr. So the Air Force here handles all supplies including 
subsistence ? 

Colonel Ranxrn. Not entirely. The Navy brings in most of their 
own subsistence items. 

Mr. Lanrarr. You are just talking about Army and Air Force? 

Colonel Ranxry. The only responsibility we have with the Navy 
is the POL and we have a cross-service agreement with them on vessel 
repair. 
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Mr. Lantarr. You mentioned that a very small percentage comes 
from FEAMCOM. Where are requisitions for supplies submitted ? 

Colonel Ranxin. They are submitted to FEAMCOM who extracts 
them to our depot in the States, or on tech service items direct to San 
Francisco Port. 

Mr. Lanrarr. What about class IT items? 

Colonel Ranxrn. Class IT, sir, always goes to Japan. 

Mr. Lanrarr. To FEAMCOM? 

Colonel Ranxrn. Yes, sir; for Air Force clothing; QM class II 
goes to OSDSFPOE. 

Mr. Lantarr. So that in general, your requisitions go through 
FEAMCOM and are processed by them from their warehouse stocks 
or supplied directly from the States ? 

Colonel Ranxrn. That’s correct. The overseas supply depot ships 
them to us for Air Force port credits or they will go out and purchase 
if we cite funds. 

Mr. Lantarr. How would you requisition for a specific item like 
drafting equipment needed by the Topographical Battalion ? 

Colonel Ranxrn. They would requisition on us and we would con- 
solidate all the requisitions and send that to the San Francisco Port. 

Mr. Lantrarr. You have one requisition form for the same requisi- 
tion? 

Colonel Ranxrn. Right. 

Mr. Lanrarr. You find that works satisfactorily for supplying 
Army and Air Force personnel? 

Colonel Ranxrn. Well, I would be saying my business—— 

Mr. Lantarr. I am not talking about your administration, I am 
talking about the system. 

Colonel Rankin. We are making it work here except you run into 
some items you have no requisition source for. 

























COMMON ITEMS HANDLED BY AIR FORCE FOR ARMY 






Mr. Lanrarr. How many common items do you handle for Army 
and Air Force? 

Colonel Ranxrn. I would say it would be about two-thirds of the 
line items of the 275,000. 

Mr. LantraFr. About 200,000 common items? 

Colonel Ranx1n. In this type of depot here and through the past 
history, we have accumulated a large number of tech service items, 
and items common to both Army and Air Force. Our stock of peculiar 
Army items is very small. About 70 percent of our items are so- 
called Army-Air common items. 

Mr. Lantarr. Are they excess service items? 

Colonel Ranxtn. Yes. 

Mr. Lantarr. Have they been reported as excess items ? 

Colonel Rankin. Yes, sir. 

Mr. Lantarr. How long ago? 

Colonel Ranxrn. As long ago as 6 months. 

Mr. Lantarr. What is the value of those excess items? 

Colonel Rankin. I don’t know the value ofit. * * * 

Mr. Lantarr. Are they stored locally here? 

Colonel Rankin. Yes, sir. * * *. 
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Mr. Lanrarr. In your supply depot you have stated that two-thirds 
of your items are common-use items. Can you give us a breakdowi, 
showing the percentage that belongs to the Air Force and Army, or is 
it all just lumped together as Air Force property ? 

Colonel Ranxrn. In most cases, it is reported as our property. In 
some cases, we carry a card where an item is completely owned by 
the Army. 

Mr. Lantarr. What about common-use items such as shorts, khakis, 
and things like that? 

Colonel Rankin. Those are all carried as Air Force property, and 
carried as Group I clothing on Army records. 

Mr. Brownson. And may be issued to this Engineer Battalion ? 

Colonel Ranxrn. Yes. 

Mr. Brownson. What responsibility do you have here toward these 
MAAG groups—we are going to visit the MAAG group in Singapore. 

Colonel Ranxrn. What responsibility we have toward MAAG and 
JUSMAG is limited by current Air Force regulation which limits our 
logistic support to JUSMAG in the Philippines and the air sections 
of MAAGS. In other words, any Air Force property or equipment 
needed within a MAAG, we will be responsible for supplying them; 
but not responsible for supplying other service organizations. Actu- 
ally, we supply tech items to both MAAG and air sections. 

Mr. Brownson. Can you give me a breakdown? Take Singapore. 
What supplies have you furnished them and what are you authorized 
to furnish them ? 

Colonel Ranxrn. In the case of Singapore, that is United Kingdom, 
and we only have a liaison officer there in the Air Force section. A bet- 
ter example is Saigon. We have an air attaché there, and also an 
air section of MAAG. We furnish them administrative supplies, 
transportation, and just about any item you can name for aircraft, 
engineering items, and medical supplies. 

aes Brownson. How many Army Air Force vessels are there in the 
area ? 

Colonel Ranxrn. There are about—I am not sure about Port. | 
thing Colonel Snyder could furnish that information. There are, I 
would say approximately * * *, 

Mr. Brownson. Mostly crash boats? 

Colonel Ranxry. No, sir. There are oceangoing vessels, LCM’s 
for beach landing, crash boats—and others, I would say maintenance 
type vessels. 

Mr. Brownson. Were most of those ships taken over by formal 
agreement with the Army? Was that the agreement when you took 
over responsibility ? 

Colonel Rankin. Yes, sir. 

Mr. Brownson. Who would be concerned with the elimination of 
scrap, both ferrous and nonferrous? 

— Rankin. The depot would handle all the surplus and 
salvage. 

Mr. Brownson. Did you have a roll-up program in the Philippines 
before the Air Force took over? 

Colonel Rankin. I have not been here long enough. I believe that 
did occur. Do you know, Colonel Rose ? 
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STATEMENT OF COL. ELMER P. ROSE, COMMANDING OFFICER, 
SIX THOUSAND TWO HUNDRED AND EIGHTH DEPOT WING 


Colonel Rosp. I was here during °45 and came back in 1950. I 
was informed they did have a roll-up program. However, the roll-up 
program was not completed and it is not completed as yet. It is 
being completed however. 

Mr. Brownson. Who was in charge of the roll-up program ? 

Colonel Ross. The roll-up program came when the transfer was 
made from the Army to the Air Force. We assumed accountability 
and responsibility for all this property. Recently 6 months ago, 
we made a complete inventory of all the items in this area and the 
result of that was the report of these surpluses. 

Mr. Brownson. By “this area” do you mean here on Luzon ? 

Colonel Rost. Yes, sir, in the Philippine area. 

Mr. Brownson. We have had hearings on the subject which indi- 
cated that vast quantities of material were turned over to the Philip- 
pine Government immediately after the war; some of the material 
being utilized by the Philippine Government and others sold in com- 
mercial channels finally reached the States and were resold in the 
States. Has any directive been issued to you here to explore the pos- 
sibility of regaining some of this material from the Philippine 
Government ? 

Colonel Rosr. Mr. Taylor has been here for quite some years. This 
sale of scrap or any kind of salvage is a very lucrative business. 1942 
Chevvies—you average almost $900 for staff cars. 


STATEMENT OF JOHN D. TAYLOR, EXECUTIVE ASSISTANT TO THE 
DEPUTY FOR MATERIEL, HEADQUARTERS, PHILIPPINE COM- 
MAND 


Mr. Taywor. The roll-up program in the Philippines was com- 
pleted prior to the final transfer of logistic responsibilities to the 
Air Force in October of 1949. This program was divided into two 
parts; the disposition of excess stocks and the disposition of surplus 
stocks. Excess stocks were those supplies and equipment excess to the 
needs of Phileom, Army, but required by other commands of the Far 
East Command or by the zone of interior. Approximately 2,430,000 
long tons of excess property were outshipped during the period V—J 
day to August 1949. This property had an estimated over-all pro- 
curement value of $2,536,000,000. Stocks which could not be used 
by the United States military forces, which were not desired in the 
zone of interior, or which might deteriorate beyond usable condition 
prior to any requirement, therefore fell into the surplus category. 
Approximately 1,743,000 long tons of surplus property, with an esti- 
mated over-all procurement value of $1,204,000,000 were disposed of 
during the period V-J day to July 1949. This included some 900,000 
long tons transferred to the Philippine Government. We can give 
you further information on this program if you would like to have 
it. I wish to point out, however, that the surplus disposal program 
in the Philippines was the direct responsibility of the State Depart- 
ment, and not that of the Army or of the Air Force. 
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Mr. Brownson. Well, our interest is not so much what has happened, 
but in a brief for drafting new regulations and revising legislation 
and correcting some of the mistakes made after World War II. We 
are not crying over spilled milk. We are interested in developing as 
much detail on this point with the view of answering our responsibili- 
ties as a committee in drafting legislation in this field to straighten 
out some things that have gone wrong. I would like to ask Mr. 
Chairman that this information be procured that can be screened, and 
put in the record. I think it would be very important in subsequent 
dealings. This is the first place we have found something pertaining 
to large quantities. Frankly, much of the testimony is very conflicting. 
If you have those actual extract records they will be of very great 
value to us. 

Colonel Ranxrn. I would like to correct one of my statements. Al] 
our subsistence comes from San Francisco Port. 

Mr. Lantarr. Is that by requisition on FEAMCOM, or direct requi- 
sition ¢ 

Colonel Ranxiy. Direct requisition. 

Mr. Brownson. Along that line just a little bit further, they tell 
me there isa lot of scrap in the Philippines. Is that right? 

Colonel Rosr. I would say no. 

Mr. Brownson. You would say it has been pretty well cleaned out ? 

Colonel Rose. Yes, sir; I would like the subcommittee to ask the 
depot personnel on that. They handle scrap, but I would say it is 
comparatively low. Very, very little scrap is brought in from va- 
rious activities in the Philippine area to a centralized disposition and 
some very good prices are obtained in selling on the Philippine mar- 
ket. 

Mr. Brownson. What about automobiles? The Philippines have 
no great steel industries. 

Colonel Rosr. They repair them, sir. They are still in the salvage 
stage. It would be scrap back in the States. A jeep that we would 
just haul to the junkyard, they take it and work on the darn thing 
and sell it for the equivalent of $1,000. 

Mr. Brownson. How about the scrap that has no repairable value, 
how do you dispose of that? 

Colonel Rosr. It is sold on bids to the highest bidder. We get higher 
bids than in the States or Japan. 

Mr. Brownson. Do you have any idea how much the past few con- 
tracts ran? 

Colonel Rost. We can obtain that information for you. That was 
on scrap alone? 

Mr. Brownson. Yes, we would like to see that. Where is that scrap 
going when you sell it ? 

Colonel Rosz. To 8 or 10 small business firms. There is a small steel 
mill that just recently started operation and they use scrap for every 
conceivable purpose. 

Mr. Brownson. Do you place any limitations in your contract to any- 
thing going to the Philippines to keep it out of Chinese hands? 

Colonel Rosr. No, sir. We believe that the laws of the Philippine 
Republic are sufficient. 

Mr. Brownson. Their laws on export of scrap are very rigid? 

Colonel Rosr. Yes, sir. 
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Mr. Brownson. Are they still conducting salvage operations to 
recover marine scrap in the harbor of Manila ? 

Colonel Rosr. I don’t believe they are. I have been here 10 months 
and I have never seen anything working out there. In the last year 
and a half I have seen no salvage of marine scrap in the Manila 
Harbor. 

Colonel Snyper. A contract is being negotiated for early action. 
You can get that information from Mr. Wright of the attaché. 

Mr. Meaper. I understand the Philippines have 500,000,000 long 
tons. Does anyone know if they have disposed of that? 

Mr. Taytor. The Philippine Government has released some of it. 
It is my understanding that some has been shipped from here. To 
give you an example, there has been a French purchasing commission 
in Manila for the last 5 years. I believe it is still there, and that they 
have made some purchases of surplus equipment from the Philippine 
Government. 

Mr. Bonner. Have we bought anything from the Philippine Gov- 
ernment that was surplus? 

Mr. Taytor. I don’t know of any such purchases. 

Mr. Bonner. Does anyone here purchase from them ? 

Colonel Rose. There is a purchasing and contracting officer for the 
Philippine area and for the past 15 months has been under Depot 
Wing. I believe any local procurement, other than limited items due 
to the high cost. Lumber is an exception—and other items, I believe 
it would be undesirable to try to reclaim any item from the Philippine 
Government, due to the high cost. 

Mr. Bonner. As far as you know those items have been transferred 
to them or sold to them as surplus? 

Colonel Rosr. I know of no instance where they disposed of them, 
and know of no one making such a statement. 

Mr. Warp. What is the extent of your local procurement? 

Colonel Rankin. We are locally purchasing more recently than we 
have previously. We have gone into maintenance contracts lately 
which we had not before. However, that is because of the so-called 
Air Force-Navy that we are supporting, the topographical vessels. 
Items along that line in local purchasing, are not in our stocks, and 
don’t exist in the service in the Philippines. We purchase lumber. We 
purchase some services, the repair of machines—our complicated office 
machines—some of that is local service contracts. Some engineer items 
that we feel, in view of the cost involved, and the length of time in get- 
ting from the States, we buy some of those. 

Mr. Bonner. Colonel Rankin,isthat * * * inventory inclusive 
of the excess? 

Colonel Rankin. The estimate of the last inventory taken, and it 
would include a large majority of the excess. 

Mr. Warp. What would be the value of the excess, just roughly ? 

Colonel Ranxin. Strictly a guess— I would say it would perhaps be 
one-fifth of that value. That is just an off-hand guess. I really don't 
know. 

Mr. Warp. What are your monthly receipts? ; 

Colonel Ranxrn. I can’t answer that in regard to value. 

Mr. Warp. What about issue? 
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Colonel Ranxin. We run about 40,000 line items a month. 
Mr. Warp. That is issue? : bt 

Colonel Rankin. That would be issues on requisitions. 


SERVICE BY LARGEST USER 





Mr. Warp. Then, one other question—you feel that it is better for 
you as the largest user to furnish the Army under a reimbursement 
basis rather than have a segregation of stocks? Do you think it is 
better ? 

Colonel Ross. I would rather conduct the business on a reimburse- 
ment basis. 

Mr. Warp. The way you are doing it now, rather than segregating 
the stocks ? 
Colonel Rosr. Yes. 


REQUISITIONING FROM CONTROL DEPOTS 






Mr. Warp. Where do you get your medical supplies? 

Colonel Rose. From the San Francisco Port Overseas Supply 
Depot. 

Mr. Warp. Where do they get them ? 

Colonel Rosz. I don’t know. A large portion may come from the 
Medical Depot at Louisville. 

Mr. Warp. You mean they don’t come from the Army at Alameda 
or at Oakland? 

Colonel Rose. I assume that some come from that area. 
Mr. Warp. From your point of view, it doesn’t make any differ- 
ence { 

Colonel Rosr. It doesn’t make any difference to us. 

Mr. Warp. Does the Navy have any depots of their own near 
here ¢ 

Colonel Rosr. No; except in Japan. They get support from Japan 
as well as the Frisco area. 

Mr. Warp. How much do they get from you annually? 


Colonel Rosr. I suppose about several hundred thousand dollars. 
That is emergency items. 



















LOCAL PROCUREMENTS 


Mr. Kennepy. Can you give us how much you purchase by local 
procurement ? 

Colonel Rankin. I would say the last 6 months local procurement 
ran about $120,000. 

Mr. Kennepy. What percentage of that amount of local procure- 
ment contributes to your pipeline of supply ? 

Colonel Ranxrn. I would say it contributed very little. 

Pcs Kennepy. Would you say most of that was emergency pur- 

chases ¢ 

Colonel Rosr. Mostly emergency purchases and purchase of items 
that we cannot wait more than 120 days to get from the States. 


Mr. Kennepy. You can’t get items from the States in less than 
that time? 
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Colonel Rosr. I would say in most cases items that we get in the 
Philippine area from the United States, the least time is a 30-day 
period that we can get them from marine shipment or the least period 
of time, 2 weeks—through air shipment. 

Mr. Kennepy. This interim arrangement is in the field of local 
procurement ? 

Colonel Rosz. We have Air Force and Army units and we have the 
only purchasing and contracting office in this area. The Navy has 
their purchasing and contracting. 

Mr. Kennepy. Do you have cooperation between the Navy and Air 
Force? 

Colonel Rosr. Yes, sir; quite a bit. 

Mr. Kennepy. Is it mostly centralized procurement or is quite a 
bit contracted by phone? 

Colonel Rosr. I would say the latter. 

Mr. Kennepy. Do you do purchasing in Japan? 

Colonel Rosr. We ourselves don’t do it in Japan. Any local pur- 
chases in Japan would be done by FEAMCOM. 

Mr. Kennepy. For how long a period have you had that excess? 
In your statement I believe caurnaid 6 months. 

Colonel Rosr. To my knowledge, we haven’t received any disposi- 
tion instructions to make disposition to the Philippine Government 
and I don’t know of any disposition to any local agencies. 

Mr. Brownson. Where do you get disposition authority ? 

Colonel Rosr. My understanding of that is: The agency of the 
branch of the service that has the control of the item will give disposi- 
tion after it has been cross-referenced to the different branches of the 
service. That is done in Japan. 

Mr. Brownson. You don’t report that? 

Colonel Rosr. Our reports do eventually get to Washington on 
through Air Force channels. 

Mr. Brownson. General, I would like to ask you one question. 
Do you have a unified command here? 

Colonel Rosr. Except on an emergency basis. 

Mr. Bonner. What was the basis of determination that the Air 
Force would be the branch of the service in charge of this unified 
command ¢ 

Colonel Rosr. The basis of that decision was, I believe, priority of 
interest here * * *. The Army, Air Force, and Navy all agreed 
to this type of arrangement; however, the Navy isn’t under my com- 
mand except under emergency conditions. The basis was primary 
mission. 

Mr. Bonner. And the majority of personnel ? 

Colonel Rosr. Yes, sir. 

Mr. Bonner. Gentlemen, we thank you for your courtesy and 
kindness. 
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old Donohue, W. J. Bryan Dorn, Cecil M. Harden, Charles B. Brown- 
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taché, United States Embassy; Richard R. Ely, attaché; Thomas K. 
Wright, first secretary and consul; George S. Roper, first secretary 
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Albert Pierson, USA, chief, MAAG; Capt. H. N. Williams, USN; 
and Col. Herbert H. Tellman, USAF; vice president Fernando Lopez; 
and Eugenio Lopez, Manila publisher. 


STATEMENT OF HON. MYRON M. COWEN, UNITED STATES 
AMBASSADOR TO THE PHILIPPINES 


Ambassador Cowen. I am very happy to welcome the subcommittee 
to the Philippines. This area is one of the most important in the 
world. The American interest in this island is of a deep and abid- 
ing nature. This is an area where Americans fought with the people 
of this island for a long period of time; where the most cordial rela- 
tions are enjoyed; and where an American community has taken deep 
root. 

I realize, Mr. Bonner and gentlemen of the subcommittee, that you 
are here for the purpose of examining the supply activities in the 
field as well as to note the lessons that might be learned for remedial 
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a Ni from the actions stemming from dispositions of wartime 
surplus. 

t have assembled the Embassy staff here this morning and they 
will concentrate their discussions in the phases of supply manage- 
ment, surplus property, and scrap material that are particularly sig- 
nificant at the present time. Later I hope to be able to have the 
military representatives present to you an outline of the work of 
MAAG program in the Philippines. 

I should caution that much of this material which will be discussed 
this morning is of a highly classified nature; and in many regards 
during discussion it might be necessary to go off the record or to have 
that material classified by a later review. 

Counsetor. I think the Ambassador’s suggestion is an excellent 
one. He suggests that we briefly outline the three fields in which wo 
are operating and then ask each of these gentlemen if his particular 
activity touches on that field; then I think we can develop questions 
very quickly. 

Well the first thing to do is to explain to these gentlemen what they 
are interested in, very briefly, and then, just the three fields, the supply 
management, surplus property field, and the scrap metal, ferrous and 
nonferrous. 

At this point it would be pertinent to give a statement on surplus 
and scrap. 

Mr. Bonner. Give your name as a reference, please. 


STATEMENT OF H. K. MAY, COMMERCIAL ATTACHE, UNITED 
STATES EMBASSY 


Mr. May (Treasury attaché of the United States Embassy). What 
area do you want to concentrate on in surplus property? I mean, it’s 
a rather broad subject matter, Mr. Bonner. A brief fill-in on the 
whole thing, a background 

Mr. Bonner. May I say this, Mr. Ambassador: In the States we 
have had numerous investigations concerning surplus-property transs 
actions in the Philippines. Much of that surplus property has found 
its way back through commercial trade channels into various govern- 
mental agencies and commissions and even has been sold back and 
brought back by the Department of Defense. We are first concerned 
whether or not at the termination of the present mobilization effort, we 
should follow the policies which we did at the end of the last war, 
whether or not the laws with reference to the disposition of surplus 
property should be changed, whether or not they protect the interest 
of the American taxpayers. So what we are particularly interested 
in from the constructive standpoint is whether or not that program 
in the Philippines was one that was carried out to the best interest of 
the American taxpayer. 

Mr. May. At the hazard of reviewing information which you al- 
ready know, there were tremendous amounts of surplus here at the 
end of the war. They were turned over, after a short period, to the 
Philippine Government. The Philippine Government then set up a 
system of sale and distribution. After they had taken from the de- 
clared surplus what they thought would be necessary for their own 
military use and for rehabilitation purposes. Specifically their de- 
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partment of public roads and construction [unintelligible]. You are 
dealing with a government which had just been born. You are dealing 
with an inexperienced people, in many cases both businesswise and 
politically. At the same time you have a tremendous amount of mate- 
rial on hand. Whether or not the Philippine Government took suf- 
ficient amounts to meet their needs is something I don’t think anybody 
can answer. They did have tremendous amounts which they offered 
for sale. The sales were more or less in the pattern of a public auc- 
tion. Depots were auctioned off on an as-is basis—on a square-meter 
basis. The depots in many cases, the purchase people buying them did 
not know what was in them. So after they bought them they were 
required if there were any classified items in that to turn those back 
to the Philippine Government for which they received a remittance. 
The balance they were free to sell as they chose. Now at the end of 
the war, having been in the Pacific myself, I know exactly what sur- 
plus property meant. It meant that when the United States Congress 
passed the law which prohibited the return of matériel at that time 
to the United States, then it shut off a big market. It meant that the 
people who bought surplus property, knowing that it was saturated, 
there was no possible way in which the matériel could be used in these 
islands; they would have to sell it elsewhere; and so they did. They 
sold it as you and I, the former businessmen would sell it, so that you 
could get the most money for it. Britain secured here tremendous 
amounts of its equipment for South Africa; so did Indonesia, Aus- 
tralia, and New Zealand. All of them secured tremendous amounts. 
Now, whether or not they were sold at what looks like an exorbitant 
profit I am in no position to tell. When you take a piece of equip- 
ment which is a drug on the market, and the market has to be where 
the equipment is, you pay a price for it. If you are fortunate enough 
to find someone 10,000 miles away who wants that item, you can sell 
it for twice as much, 10 times as much, 15 times as much. That is the 
way I used to make money, because of the hazards of business and 
profit. 'The market is rather limited. 

Now, that is exactly what happened. Up until and after the Korean 
war, at which time, through the device of the ruling of the Secretary 
of Commerce, certain amounts of matériel and short supplies strategic 
were permitted to be returned to the United States. Then the situa- 
tion was reversed. Then the United States and all the people in it 
immediately clamored for the very things that we had been permitting 
to go all over the world. And that is, frankly, where I came in. De- 
mands for * * * transportation. The type of equipment which 
had been surplus for 5 years became overnight in short supply, and 
overnight it was permissible to send it back to the United States. 
But 5 years had made a lot of changes here in the islands. 
Five years in this climate and matériel left to the exposure 
of the climate and weather deteriorates very rapidly. So, there 
was a big problem of overhaul and the so-called surplus * * * 
undertook it and they did ship back to the United States substan- 
tial amounts of equipment which they were only too anxious to 
get. Now, what happened there we would not know here. If they 
were sold and purchased by some defense or United States Govern- 
ment agency, we would not know it here. I can only tell you this: 
As soon as the ban was lifted, substantial amounts were shipped to 
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the States. They were shipped on a commercial basis; they were 
shipped to meet what we understood was an urgent demand. And 
one thing more: I have been trying to persuade the Ambassador here, 
who has done everything he possibly can, to impress on the Philippine 
Government the need for certain equipment we still have here. We 
have not been particularly successful. We have found, at least in our 
own opinion, substantial amounts of equipment needed i in the United 
States which the Philippines have refused to export on the ground 
that they need it for their national and industrial development. Com- 
petent engineers prove that such is not the case. And the President 
only yesterday issued an Executive order which absolutely forbids 
export of nonferrous and ferrous scrap from the islands to any coun- 
try, including the United States. You people in Washington who 
have followed the Ambassador’s activities there know how hard he 
has worked to try to get the scrap out of here. We have been in need of 
scrap in the United “States to aid the position of our steel industry. 
We have done everything to get it out; but, ladies and gentlemen, we 
are dealing with a sovereign power "which is ver v jealous of its 
nationalistic rights, and we can only go so far. I feel that the Am- 
bassador has gone that far. 


SURPLUS-PROPERTY AGREEMENT 


Mr. May. Would you care to comment on the surplus-property 
agreement! Would you care to take that up, Mr. Ely? You are 
more familiar with it than Mr. Wright. 

Mr. Bonner. There is a question which the subcommittee would 
like to take up at this time. 

Mr. Lanrarr. Relating to the shipping of surplus property out of 


the Philippines, were there any other restrictions or was there a recap- 
ture clause in the agreement ¢ 

Mr. Wrieut. Well, let me say I wasn’t here when the agreement 
was instrumented. We understand that there are no recapture clauses. 
There was a recapture clause between the Philippine Government and 
its purchasers but not between the United States Government. That 
is a general over-all surplus-property agreement. 

Mr. Brownson. You said that there were some items of surplus in 
the hands of the Philippine Government at the present time that you 
thought the United States could use. Would you care to give us a 
concrete idea of some of those categories ? 

Mr. Wricut. I am afraid I did not make myself clear. I said there 
are some—I should have said there are some items of surplus prop- 
erty in the Philippines. You see, the Philippine Government divested 
itself of everything which it did not have requirement for. But to 
answer the question, the tentative question, it is the same thing— 
marine engines, spare parts, fork-lift equipment. In other words, the 
type of equipment you need around the dock to unload vessels, to move 
cargo. That would be the principal. Outside of scrap, scrap I leave 
as an item, I don’t think you can call that surplus. That isn’t surplus. 
That’s a special category by itself. 

Mr. Lanrarr. And the Philippine Government does have a recap- 
ture clause in its contract with the people to whom it sold this equip- 
ment. 
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Mr. Wricut. It did, but from the practical application of that it has 
outlived its usefulness since the items in question frequently passed 
through seven hands during the course of a week, because the people 
who were buying the stuff did not have any technical knowledge of 
what they were nig Pa and what they were selling. It is impossible. 

Mr. DononvE. Is there an existing Philippine export regulation 
by which merchandise can be bought today in the open market by the 
United States or by American traders and brought back to the United 
States or is export prohibited ? 

Mr. Wricut. Export is absolutely prohibited. Up until yesterday 
it was absolutely prohibited from May, only from May of this year, 
applicable to the things we are interested in, surplus-property equip- 
ment and ferrous scrap. Nonferrous scrap, for which you know there 
exists a critical need, could be exported by and with the special con- 
sent of a special committee made up of the Secretary of Defense, the 
Secretary of Agriculture, which is currently the Vice President and 
the Secretary of Economic Coordination, on recommendation of the 
President. From the practical standpoint, that did not work out 
either because it took the unannmous vote of the three in the commit- 
tee plus the approval of the President. From a practical business 
standpoint, it is just too expensive and takes too much time. You can’t 
wait 9 months to get a load of scrap out. 

Mr. Brownson. Mr. Wright, the primary interest of this subcom- 
mittee in studying supply management surplus and the scrap and 
salvage field at the present time is to mold legislation for the future 
which would correct some of the mistakes which we have made in the 
past. We realize that much of this material is gone. We can’t help 

ut regret, in the light of the Korean situation, that it is gone. The 
problem becomes urgent now that we are generating surplus again as 
we fill the military pipelines all over the world. This subcommittee’s 
responsibility is to look to new legislation and to look to amending 
existing legislation. On the basis of your experience, what suggestions 
do you have that might be helpful to us? 

Mr. Wricut. In the first place, I think that that is a technical ques- 
tion which I am not competent to answer, but I will give you one ot 
two views. First of all, you have got to convince American people, 
that is both management and labor, that it is to their best interest 
in the long run to permit the return of items when manufactured with 
United States labor and United States matériel to be returned to the 
States and to run the hazard of competition in the domestic market. 
If you overcome that objection, then you can embark on a different 
program as to the conservation of matériel you have received. But 
simply taking an item that is in excellent shape and useful in 1941 
and storing it away carefully, with all the preservatives you care to 
put on it, does not mean they are going to be able to use it effectively 
in military or other operations 10 years later. The technical advances 
in military and other lines outlaw the storage of matériel in dead 
storage. Certain items, say military men more competent than I, 
would lend itself to that; surplus will be generated, surplus must be 
disposed of within a reasonable amount of time if you are going to 
do it and have any economic value to it. 

* * * * * * * 


Mr. Bonner. We thank you gentlemen for the courtesy and kind- 
ness you have shown us here today. 
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MANILA—EXHrsit 1 


STATEMENT oF Hon. Myron M. CowrEn, UNITED STATES AMBASSADOR TO THE 
PHILIPPINES 


As a result of many years of experience, with countries in different parts of 
the world, my Government has come to certain conclusions concerning the most 
effective ways in which one country can aid another. These conclusions are as 
follows: 

First. The type and amount of such aid should be determined in light of the 
needs of the receiving country and the ability of the contributing country to meet 
these needs. As the predominant needs of a country change with the passing of 
time, the types of aid by the assisting country must change correspondingly if 
the best interests of the beneficiary nation are to be served in each of the sue- 
cessive stages of its development. 

Second. The most permanently beneficial type of aid for a nation as for a 
human being, is that type which is so planned and administered as to promote 
growth and self-development toward the ultimate goal of complete self-reliance. 
Aid which tends to prolong immaturity and dependence, in any phase of a 
nation’s life, will prove, in the long run, to be more of a curse than a blessing, 
regardless of its immediate benefits. 

Third. Aid by the contributing nation should not be a substitute for, but a 
supplement to. self-help by the beneficiary nation itself. It should be accom- 
panied by vigorous, sustained, local effort to utilize in maximum degree its own 
natural, human, and capital resources. It should be the marginal increment 
which represents the differenee hetween complete and partial success of the 
beneficiary nation, after it has done all it can for itself. 

Mv Government, in its programs of aid to the Philippines in the past, has fol- 
lowed these three principles to some extent. In its future aid programs it is 
planning to follow them more closely. 

United States aid to the Philipnines in the past can be divided roughly into 
three types. corresponding to the paramount needs of your country in the three 
general periods of its history. 

The first period, I have in mind, runs from March 16, 1900, when President 
McKinley appointed the Second Philippine Commission for the nurnose of insti- 
tuting civil government in the Philipnines, to the invasion of the Philippines by 
Janan in December of 1941. 

We might call this the trusteeship period, during the last 6 years of which, 
the country, as a Commonwealth, enioyed virtual independence except for mili- 
tarv and foreign affairs. 

During this 41-vear period. the over-all purposes of American aid were first 
to help the Philippines establish a democratic form of government and way of 
life suited to its needs and desires and second to prepare the country through 
enidance, training, and experience to hecome a stable, prosperous, independent 
state. Specifie tyvnes of aid during this period included: Protection of the terri- 
torial integrity of the country: protection against excessive immigration from 
neighboring countries, ruidance in the drafting of a constitution and the devel- 
opment of a governmental structure with execntive, legislative, and iudicial 
branches: assistance in the development of a civil service to provide a perma- 
nent hody of efficient publie servants canable of administering the Government in 
a tanner to contribute to netional stability and progress: assistance in the 
establishment of a svstem of nnublie education which we considered indisnensable 
to snecessful self-rovernment: and assistance in the establishment of modern 
systems of public health and social welfare to reduce disease, increase length 
of life, and promote that physical health and energy on which alone could be based 
a sound and sturdy national development. 

These different tyvnes of ossistance the Tnited States eontrihuted to the hest 
of its ability. through the services of some of its leading statesmen. jurists, 
economists, edneators, engineers and technicians in many fields. 

The second neriod. covers thet nichtmare period of Japanese occunation which 
heran with the arrival of the first enemy troons in Anarri in December of 1941 
and ended with the unconditional surrender of the Japanese Imperial Army in 
taenio on Sentemher 3, 1945. : 

During this 4-vear period, the tvne of assistance overshadowing all others in 
urgency was military aid in liberating the country from the yoke of a brutal and 
oppressive conqueror. This assistance was forthcoming as soon as adequate 
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men and material could be made available and the intervening island groups 
reclaimed. 

To liberate the Philippines and defeat Japan involved, in addition to the in- 
domitable aid of Filipino guerrilla groups and the invaluable assistance of the 
Australian armed forces, a fighting force of more than 5 million United States 
Army, Navy, Marine Corps, and Air Force men. Victory in the Pacific was won 
at a cost of 300,000 United States casualties and the expenditure of many billions 
of United States money which, for years to come, will constitute a tremendous 
debt to be carried, and ultimately amortized, by the United States taxpayer. 

Thus did the United States fulfill its promise to use its manpower and re- 
sources to help liberate the Philippines. 

The third period, we might call the period of reconstruction running from 
1945 through 1951. 

During this 6-year period, which is now drawing to a close, the predominant 
need has been for United States money and technical assistance to supplement 
Philippine funds, natural resources and manpower in the reconstruction of your 
war-shattered country. Public buildings and private homes had to be rebuilt; 
bridges, roads, and docks reconstructed; public services reestablished; and the 
wheels of the economic life of the country set in motion. To this great recon- 
struction undertaking the United States, by the end of 1951, will have contributed 
under present authorizations, 1,244,000,000 pesos and the services of nearly 200 
technical experts. 

In addition to the foregoing amount of money which covers only the total of 
outright grants and relief, the United States Government will have spent over 
214 billion pesos in the Philippines from VJ-day through 1951. This money 
which has been and still is being spent for wages, purchase of local supplies, 
and miscellaneous military expenditures has gone, and will continue through 
1951 to go, into the nation’s total economy, thus assisting very matertially in the 
postwar task of setting in motion the economic processes of the nation. 

A third type of aid received from the United States, which has received little 
public attention, consists of the sums of money received by various church 
groups, organizations such as the Boy and Girl Scouts, YMCA and YWCA, and 
fraternal orders. These funds, which have been received either directly or in- 
directly from private donors, total more than 20 million pesos to date and are 
still coming in. 

Thus the people of the United States, both through their Government and in 
person, have contributed substantial assistance to this country during this 
period of postwar reconstruction, which is now drawing to a close. 

My purpose in thus briefly reviewing the history of United States aid to the 
Philippines to date has not been, I assure you, a desire to boast or to invite 
public praise for the aid my country has extended to your country during the 
last half century. Whatever the United States has done to help the Philippines 
down through the ages has been motivated by a genuine devotion to the welfare 
and progress of this country and its people. The consistent aim of the American 
Government in all its relations with the Philippines has been, as expressed 
by the Schurman Commission in 1898, to promote, to the best of its ability, “the 
well-being, the prosperity, the happiness, and the advancement of the Philippine 
people.’ 

My real purpose in reviewing the history of American aid to the Philippines 
has been to focus attention on three simple facts, first that aid, in one form 
or another, has been continuous for the past 50 years; second, that this aid has 
been varied from period to period to meet the predominant needs of your 
country in each stage of its development; and, third, that this aid has been 
so planned as to promote national growth toward the ultimate goal of com- 
plete self-reliance. 

So much for American aid, past and present. Now let us consider the future. 
And may I open this second phase of my discussion this afternoon by reassuring 
you of the deep affection and the great respect which the American people will 
always hold for the Filipino people. The unprecedented welcome your President 
received in the United States is eloquent testimony to this fact. May I also as- 
sure you that my Government is keenly desirous of continuing its aid to this 
country in future years, within the limits of its ability to do so, and with 
due regard to the independence and sovereignty of your nation. 

In view of the long-standing policy of my country to furnish that type 
of assistance most needed at a given time, the following question naturally 
arises: 
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“What type or types of aid, which the United States is in a position to render, 
will be most needed by the Philippines in the years that lie ahead?” 

From my talks with governmental officials and leaders in both countries, it 
appears that there are two types of aid which my country is in a position to 
render and which your country will urgently need in the years ahead. These 
are (1) assistance in economic development, and (2) military assistance to aid 
in equipping, training, and maintaining armed forces adequate to the country’s 
needs. 

So far as military aid is concerned, legislation is now being considered by 
the United States Congress to authorize such assistance. This was one of the 
measures I worked hardest for during my recent sojourn in Washington. I aim 
confident of the passage of this enabling legislation. 

Now let us turn our attention, in the remaining moments at my disposal, to 
the subject of the economic development of the Philippines, and what the United 
States can do to assist in this all-important, long-range undertaking. 

Few subjects excite the imagination more than economic development. To 
most people these words signify more of the better things of life for more 
people, fuller and richer lives, social betterment, a higher standard of living 
for all. 

Economic development, in the broadest sense of the term, implies the in- 
creasingly effective use of a nation’s total resources—human resources, natural 
resources, and capital resources. It involves the production of more food, more 
clothing, more and better homes, and more mechanical power to lighten people’s 
burdens. It applies to farms as well as to factories; to intellectual advancement 
as well as physical health; to habits of work and habits of leisure; to the saving 
of capital, and to its constructive investment. 

There is no uniform pattern of economic development applicable to all coun- 
tries. Different countries have different needs and different potentialities. 
Development should take into account and be adapted to local resources, atti- 
tudes, social and legal structures, customs and practices. In some countries basic 
improvement in health, literacy, and vocational skills may well be prerequisite 
to increased production and improved standards of living. In other countries, 
agriculture, rural and small-scale industry, and transportation may stand in 
most need of improvement. 

May I emphasize the fact that economic development, as I am discussing it 
this evening, is not limited to industrialization in the narrow sense of manu- 
facturing. While the development of manufacturing enterprises is usually a 
necessary part of economic development, it is not the whole story and frequently 
not even the most important element therein. Economic development embraces 
advances in agriculture, mining, transportation, communications, power, and in 
the skills and capacities of the people. It requires the expansion of the distribu- 
tion system and the full machinery required for the exchange of goods. All 
these economic activities are mutually reinforcing elements in the process of a 
nation’s economic development. 

Next let us consider for a moment the purely domestic problems of economic 
development which are numerous and difficult, as they involve basic changes in 
the economic, political, and social institutions and habits of a country. 

By and large, down through the ages, the habits and attitudes that have most 
effectively fostered economic development have been those of work, saving, ven- 
turesomeness, and adaptability. The need for work extends to all groups. The 
working, self-disciplined business manager is as important to the expansion of 
production as the self-discipline and hard work of the farmer and laborer. Saving 
is the basis for capital accumulation. It can take place whenever people have 
hope and confidence in the future of themselves and their country. Venturesome- 
ness is perhaps the most difficult of all new habits to acquire. The farmer must 
be willing to abandon the habits of father and grandfather and use new methods 
that appear to him to involve risk and danger. Domestic capital must be-ven- 
tured in productive enterprises rather than put into real estate or hoarded in 
jewels, gold, and strong boxes. Finally, there must be adaptability to changing 
concepts. Old forms of status and caste, archaic systems of land tenure and 
resistance to science and technology usually retard economic development. 

In addition to the habits and attitudes of the people, economic development 
depends upen such normally unspectacular functions of government as the estab- 
lishment of internal order, security, and justice; the creation of money, credit, 
and a sound fiscal system; the development of basic systems of communications 
and transportation; the spread’ of literacy and higher learning in the arts and 






























FEDERAL SUPPLY MANAGEMENT 631 


sciences; the provision of basic health and social services; and the assessment 
and conservation of natural resources. 

No country that aspires to economic development can say that it cannot afford 
these duties of government. It cannot afford not to educate its children. It 
cannot afford not to build up the health of its people. It cannot afford not to 
give aid and encouragement to art and science. It is the function of a govern- 
ment aspiring to economic development to establish and maintain the institu- 
tions which enable its citizens to become resourceful. 

The bulk of the capital for the economic development of a country must come 
from its own people. There are important reasons for this. In the first place, 
the amount of funds that can conceivably be obtained from foreign sources will 
always fall far short of a nation’s capacity to use capital. Larger amounts of 
capital have been moving across national boundaries since the end of World War 
II than at any time in the past, but the demands still far exceed the supply. 
Secondly, a country which imported too large a proportion of its capital would 
be faced for a long time with heavier carrying charges than it can readily meet 
in foreign exchange. Many industrialized countries, including the United States, 
have been developed in part by foreign capital, but in every case, the bulk of their 
capital investment is the result of their own savings. These considerations un- 
derline the importance for a government to create a climate and devise incentives 
which will stimulate and mobilize domestic savings, and then channel these sav- 
ings into productive investment. 

Thus have I indicated some of the functions of government, which are basic, 
indispensable ingredients to economic development. To discharge these functions 
effectively calls for government personnel trained in the art of administration, 
devoted to the public service, and scrupulous of the public welfare. 

In my discussion of economic development thus far, I have reviewed the maim 
factors which a nation should keep in mind in planning and developing its eco- 
nomic life. In so doing I have attempted to emphasize the basic principle, appli- 
cable to every country in the world today, that national development must be 
based primarily on national resources and must come largely from the effort of 
the people concerned. 

With regard to assistance which a foreign country can furnish to aid and accel- 
erate another nation’s economic development, my Government has decided to 
place chief emphasis on— 

First. Assistance in finding ways and means of tapping the reservoirs of for- 
eign capital, to supplement local capital, in the creation and expansion of 
productive enterprises. 

Second. Assistance in providing scientific and technical “know-how” and 
“show-how” in the various fields of activity directly related to a nation’s eco- 
nomic development. 

I have briefly discussed up to this point what a nation must do for itselt 
and what assistance it is reasonable to expect from a foreign country in a 
wide-ranging, long-term program of economic self-development. Now let’s apply 
this general information to the question at hand: The eeonomic self-develop- 
ment of the Philippines and what the United States can contribute to this great 
undertaking. 

The conditions my Government considers essential before assistance to a 
country can be justified have been clearly defined in connection with the Euro- 
pean recovery program. These conditions, whieh will apply also to aid under 
the “Point 4 program,” have been inherent in all I have said thus far about 
economic development. Specifically they are: (1) practical and realistic plans 
of action, (2) maximum self-help, by the nation itself, and (8) existence of 
internal conditions favorable to economic development. 

Let’s think about these three conditions for a few moments, as they relate 
to the economic development of this country. 

1. Agriculture——The wealth necessary to support a prosperous nation exists 
in Philippine soil and waters. For this reason, the foundation of the country’s: 
economic structure must be agriculture. Increase in agricultural productiow 
is essential today to relieve the drain on foreign exchange from food imports 
and to maintain an expanding industrial population. Agricultural production 
ean be increased by the use of better seed and fertilizer, irrigation, improved 
methods and techniques of farm operations, the more extensive use of mech- 
anized equipment, improved marketing facilities, adequate credit at low rates 
for small farmers, a program of continuous research and experimentation, and 
by bringing under cultivation a larger percentage of the arable lands. 
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Is the country at present doing all it can to increase its agricultural produc- 
tivity in these and other ways? If not, what more can it do in terms of its 
own resources? 

2. Industrialization—While I feel that primary emphasis should be placed 
on agriculture, it would appear that Philippine economy has developed suffi- 
ciently to warrant the launching of a carefully planned program of industrial 
development to produce products for home consumption, which otherwise would 
have to be purchased in foreign markets. New, small-scale rural industries, 
including handicrafts, could be developed which would furnish farm laborers 
with work during those periods of the year when they are not engaged in agri- 
cultural activities, thus increasing both their total productivity and their stand- 
ard of living. Mining could be further developed and the processing of ores 
advanced to increase their sales’ value in foreign markets and to form the basis 
for more advanced industrialization in the future. Of particular importance 
is the manufacturing of items to promote agricultural development, such as 
fertilizer. Progress in the field of industrial development will, of necessity, 
be slow. It must, however, be built on a sound foundation, in proper balance 
with an expanding agricultural program. 

Does this country have plans for industrial development? If so, is it using 
its own resources, in maximum degree, to implement such plans? 

3. Power—Basic to both industrial and agricultural development is, of course, 
the use of the nation’s water resources for light, power, and irrigation. Is the 
country at present doing all it can to utilize its water resources for economic 
development? 

4. Public health—The economic development of your nation will depend to 
a considerable extent on the health and physical strength of the people. Every 
effort must be made to strengthen the nation’s health by the development of 
effective physical-training programs in the schools and by the eradication of 
those diseases, such as malaria and tuberculosis, which today are depriving 
the country yearly of millions of man-hours of productive labor. The United 
States Public Health Service has demonstrated by its work on Negroes and 
elsewhere what can be done to eradicate malaria and other disabling diseases, 
Is this country doing all it can for itself in the fleld of public health? Hasita 
future program leading eventually to the complete elimination of serious health 
hazards? 

5. Education—aAlil phases of economic development depend to a large extent 
upon education. The schools of a democracy such as yours and mine must 
produce men and women who have strong bodies, good minds, stable emotions, 
sound character; they must be able to read and write and think straight; 
they must possess the knowledge and skills essential to productive effort in 
the fields of agriculture, industry, and commerce, and in the professions. Is 
the country doing all it can, within the scope of its own resources, to so train 
its youth as to make possible for the Nation a maximum use of its human 
resources? 

6. Financial stability—Financial stability is a prime requisite for economic 
development. In this connection consideration must be given to whether 
financial stability is being maintained by holding budgetary expenditures to 
a level that makes it possible for the Government to meet the genuine needs 
of the country. The percentage of the national income that can be taken 
through taxation, without acting as a drag on the economy, is an open question. 
It is somewhat difficult, however, to establish the need for outside assistance 
for internal expenditures if the percentage of national income taken through 
taxation is much lower than that of most other countries and particularly 
lower than that of the country from which assistance is asked. It would 
appear equally difficult to establish the need for foreign-exchange assistance 
unless the maximum effort is being made with what is available internally in 
the Philippines. Is the country providing and maintaining essential govern- 
ment services at an adequate level? If not, what more can it do within the 
scope of its own financial resources? 

7. Domestic capital.—I said earlier in this speech that the bulk of capital for 
the economic development of a country must come from its own people. I 
understand that there is a considerable amount of local capital here in the 
Philippines today that could be used for capital investment. If this is true, 
what is being done, and what more can be done in the future to increase the 
flow of such capital into productive enterprises? 

8. Foreign exchange.—A country that desires to use all the resources available 
to it to promote economic development, should make the most judicious use of 
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its foreign exchange. By this I mean, the use of as large a portion of such 
exchange as possible for capital imports and agricultural equipment and sup- 
plies that will help to increase productivity, and, conversely, as small a portion 
as possible for goods that would be immediately consumed. How is the foreign 
exchange of your country used at piesent? What can be done in the future to 
inerease still further the percentage of foreign exchange used for those types 
of imports that will directly contribute to increased productivity? 

9. Internal conditions.—If United States private capital is to come to the 
Philippines in larger amounts in the future than it is at present, the Govern- 
ment must establish internal conditions and devise incentives which will stimu- 
late such investments. This involves among other things, law and order, a sound 
financial system, and an effective program to alleviate social unrest by promot- 
ing a higher standard of living for those of your people who for generations 
have been able to eke out only the barest possible existence. 

Is your country doing everything it can to.establish internal conditions favor- 
able to economic development such as the maintenance of law and order, de- 
velopment of a sound fiscal system and raising the living standards of its lowest 
economie groups? 

10. Production costs.—Another internal factor vitally affecting the inflow of 
foreign capital for industrial development is the question of production costs, 
which must be low enough to insure the investor a reasonable profit on his invest- 
ment. I discussed this matter a few weeks ago while I was in Washington. 
Unfortunately, my words were misquoted and my meaning misunderstood. Let 
me make myself clear on this matter once and for all. Production costs in the 
Philippines today are high—in fact substantially higher than in many countries 
currently seeking United States private capital. If the Philippines is to com- 
pete successfully with these other foreign countries for United States capital, 
such costs must be reduced. I want to make it very clear, however, that I am 
not talking about employee wages, which constitute only one element in the total 
cost of production. I want to make it clear, also, that I am definitely prolabor 
and confidently looking forward to the day when the standard of living of the 
laborer will be materially higher than it is today, as productivity increases. In 
referring to a reduction in production costs I have in mind such factors as the 
more efficient use of manpower through better planning, training, and super- 
vision, more attention to employee health and welfare and the development of 
more efficient production methods and techniques. The reduction of labor costs 
in Negros, as a result of the mataria-control program of the United States Publie 
Health Service, is a good example of what I mean by reducing production costs 
without reducing the wages of the laborers. What can be done to reduce produc- 
tion costs in other areas of the country without lowering wages? 

From the answers to such specific questions as I have just raised should 
come the answers to such general questions as: Is the Philippines making a 
maximum use of its own resources to promote its own economic development ; 
if not, what more can it do for itself? 

With the answers to these questions in hand, the next Step will be the formu- 
lation of a concrete, specific, realistic plan of action, based upon what appears to 
be the wisest course of action in terms of the most urgent immediate needs, as 
well as the long-range needs of the Nation as a whole. 

Long-range projects necessary to the most beneficial development of the coun- 
try’s resources must be carefully formulated. On the other hand, today’s needs 
are urgent. Without prejudice to the plans for long-range development, top 
priority should be given to economic development projects which can be under- 
taken promptly and which will make the greatest net contribution within a 
reasonable period of time. In brief, a proper balance should be kept between 
long-run objectives and short-run realities. 

The members of my Embassy staff will be glad to assist, to the extent desired 
by your Government, in the drafting of a plan of action such as I have just 
discussed. 

As soon as a plan has been completed, which provides for maximum self- 
help on the part of your country itself, my Government stands ready and willing 
to cooperate in carrying out the plan by assistance under President Truman’s 
point IV program, when necessary funds are made available. Under the point 
IV program two types of assistance will be available— 

1. Assistance in finding ways and means of tapping the reservoirs of United 
States private capital, to supplement local capital, in the creation and expansion 
of productive enterprises. 
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2. Assistance, by furnishing scientific and technical knowledge and skill] 
through such activities as training in administration, in industry, and in agri- 
culture; health programs, broad technical missions, and the supplying of indi- 
vidual experts; experiment stations; training fellowships and local technical 
training institutes; dissemination of information through conferences, seminars, 
and publications; provision of laboratory material; demonstration services and 
equipment; advice concerning particular industrial and agricultural projects; 
resource surveys and general assessment of development potentialities ; analysis 
of methods of production, marketing, and management; and advice on steps de 
signed to mobilize domestic savings for constructive investment. 

In addition to the foregoing types of assistance under the point IV program, 
I shall be willing to recommend to my Government, from time to time, other types 
of assistance which might be required to supplement maximum effort by the 
Filipino people in order to enable them to build a sound balanced economy. 

In closing may I say, as strongly as possible, that the Filipino people have every 
reason to have full confidence in the future of their country. You have vast re- 
sources and an intelligent population and the United States stands squarely 
behind you today, asking only that you do all in your own power to develop your 
own economy to the end that a steadily increasing percentage of the Filipino 
people may realize their aspirations for a happier, healthier, and more prosperous 
life. 
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House or REPRESENTATIVES 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DeparTMENTS 
Phoenix Park, Singapore. 

The subcommittee met Monday, November 5, 1951, in the American 
consulate general’s office, Union Building, Singapore, Hon. Herbert 
C. Bonner, chairman of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; Har- 
old Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, and 
Charles B. Brownson. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; 
John Elliott, State Department escort officer; and Brig. Gen. Clar- 
ence V. Fenn, Department of the Army escort. 

American Embassy personnel present: Gordon L. Canada, general 
services officer; John Goodyear, consul; James D. Hurd, vice consul: 
Stanley R. Kidder, administrative officer; Joseph H. Rogatnick, Chief 
Economic Section; Josephine D. Wharton, disbursing officer; Elmer 
Newton, director (consul) ; Lt. Comdr. W. Gordon Cornell, assistant 
naval attaché; and Lt. Edgar F. Luckenbach, assistant naval attaché. 


STATEMENT OF STANLEY R. KIDDER, ADMINISTRATIVE OFFICER, 
UNITED STATES EMBASSY, SINGAPORE, MALAYA 
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Mr. Kipper. I should like to take this opportunity to welcome the 
subcommittee to Singapore. We are indeed happy to have you and 
I know that in view of the work schedule of which you have apprised 
us that your visit will be productive. 

Mr. Bonner. We should like especially, sir, to meet with the British 
agencies here for an informal discussion of their supply problems. 
This visit should include, we believe, not only the military but any of 
the British civilian agencies in this region. 

Mr. Kipper. I have been apprised of the subcommittee’s wish, and 
arrangements have been made for a conference tomorrow with the 
Commissioner General and the British military and civilian agencies 
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where the handling of their supplies will be discussed at length. Now 
I just thought that I would say something briefly about the set-up in 
Singapore because it is complicated. Tomorrow, by the way, the 
meeting will be in Phoenix Park where you will have this conference 
with the representatives of the Commissioner General for Southeasteri 
Asia and his aides. 

Mr. Bonner. The three branches of the military ? 

Mr. Kipper. Yes sir. The thing about Singapore is this: Singa- 
pore is a crown colony with a colonial government; within that colo- 
nial government there are still two other governments, the municipal 
and the rural governments. 

In addition to that, and on top of the whole thing, is Mr. McDon- 
ald’s office, Commissioner General for Southeastern Asia. He covers 
all British interests from the limits of Japan on down and as far as 
India. He merely happens to have his office here. He is of Cabinet 
rank; he is the senior man. His office, however, is up above the oper- 
ating level. He is really the British policy coordinator for this re- 
gion of the world. He has certain functions which precede even those 
of the Governor, but actually is not a part of the administration of 
Singapore itself. He is more or less a superimposed Federal unit 
merely —— to have residence here. In addition, Singapore 
happens to be the base for all British military forces in this area— 
the commander in chief of the army, navy, and air force. You 
have those elements here as well. In addition to the army, navy, and 
air units which have been assigned to Malaya in any case. So you 

‘an perceive that it is a rather complic: ated set-up, but I believe if you 
keep those principles in mind you will understand the set-up there. 
Now I will call upon Mr. Joseph Rogatnick. 


STATEMENT OF JOSEPH H. ROGATNICK, CHIEF, ECONOMIC SECTION, 
UNITED STATES EMBASSY, SINGAPORE, MALAYA 


Mr. Rocatnickx. Tomorrow your conference will be held in Phoenix 
Park with the Commissioner General. Following that there will be 
a meeting with the associated chambers of commerce of Malayan 
and eastern Indian areas, and the trade associations of Singapore. 
Immediately following that, as you have requested, we will meet with 
the representatives of the Office of the Colonial Secretary for Eco- 
nomic Affairs, to discuss the civilian aspects of supply as well as the 
economics of this region. Following that there will be a meeting at 
the University of Malaya led by Dr. Allen, vice chancellor of the 
university. It is understood by these officials of these governmental 
agencies that the conferences will be of informal nature and that no 
transcripts will be taken. Previous to these meetings we will meet 
at the centrally located Office of the Consul General. 

Mr. Kipper. If there are any questions at this time that my statf 
and myself can answer, we are at your service, gentlemen. 

Mr. Warp. Ishould like to ask'a question. 

Mr. Bonner. Mr. Ward, a member of our staff. 

Mr. Warp. Is there a representative of the Ministry of Supply itself 
in this area? f 

Mr. Kipper. No, sir. The Deputy Secretary for Economic Affairs 
of His Majesty’s Government has informed me that the Ministry does 
not, have such a representative here. He further stated that the mat- 
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ters of supply would best be discussed with the consumer agencies 
located here. This will afford an evaluation of the work of the Min- 
istry of Supply. I should like to add that at the meeting with the 
British military officials our own armed services attachés will be pres- 
ent. They are acquainted with the British military people here and 
should prove of invaluable assistance to you during the conferences. 

Mr. Ronin Mr. Ward and Mr. Kennedy, do you feel that the 
arrangements that have been made are of a satisfactory nature so as 
to bring out the points we seek in our visit here? 

Mr. Warp. In a way I think that it will be most helpful since we 
will be able to concentrate our questioning on the consumer agencies 
of the Empire rather than representatives of the British Ministry of 
Supply. 

Mr. Kgnnepy. The arrangements are satisfactory for our purposes. 


* * * * * * * 


Mr. Bonner. On behalf of the Committee on Expenditures I should 
like to thank you for your arrangements here and for your briefing 
of the situation in this area. These facts are not easily available to 
the Congress. We especially appreciate the courtesies you have 
shown us. 

(Conference was held Tuesday, November 6, 1951, at Phoenix Park, 
Singapore, on field functions of British Ministry of Supply, Rt. Hon. 
Malcolm McDonald, Commissioner General for the United Kingdom 
in Southeast Asia, and staff present.) 

(British military officials of supply present: Capt. R. H. Rump, 
R.N., fleet supply officer, Far East Station; Brig. C. P.S. Bright, Dep- 
uty Quartermaster General, Far East Land Forces; Air Vice Marshal 
H. L. Patch, air officer in charge of administration, Far East Air 
Force; Brig. C. H. McVittie, Director of Ordance Services, Far East 
Land Force; Group Capt. V. H. B. Roth, senior equipment staff of- 
ficer, Far East Air Force; P. Boyle, naval stores officer, H. M. Dock- 
yard, Singapore; T. F. Brenchley, First Secretary (Economic) ; A. D. 
Stutchbury, Deputy Secretary for Economie Affairs; Col. L. C. C. 
Harrison, Head of Secretariat; and Maj. L. G. Flanders, secretary, 
principal administrative officer, Committee (Far East).) 


SINGAPORE—EXHIBIT 1 


ORGANIZATION OF THE CONSULATE GENERAL 


The post consists of the consulate general, the United States Information Serv- 
ice, and the service liaison offices—Army, Navy, and Air. 

The consulate general, has four main sections, of which there are three opera- 
tional—political, economic, and consular, with the administrative section doing 
the “housekeeping” for the operational sections, as well as USIE and posts at 
Kuala, Lumpur, and Penang. The consul general is ordinarily the head of the 
political section, responsible for political reporting. This normally consists of 
two officers and two secretaries. The economic section, responsible for econonric 
and commercial reports, consists of four officers and two secretaries, plus two 
local reporters and analysts. The consular section, responsible for passports, 
births and deaths, visa and seamen affairs, invoices, etc., consists of two officers 
‘ind three local clerks and typists. The administrative section, is responsible for 
personnel, inventory, disbursing, housing, transportation, general administration 
and communications, consists of three officers, four American secretaries or 
specialists and normally about 10 local employees. 

The United States Information Service regional and local offices are both in 
Singapore. The former consists of the Director, Assistant Director, liaison 
officer, and three American specialists. The local office consists of five American 
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officer personnel and 58 local technicians, specialists, reporters, editors, photo- 
graphic and other media experts. A library is maintained and a mobile unit is 
available for dissemination of recordings and film-trip operation material. 

The service liaison offices comprise two officers and three American staff in 
the Office of the Assistant Naval Attaché, an officer and a warrant officer and an 
enlisted specialist in the Army Liaison Office, and three officers, four American 
specialists in the Air Liaison Office—which maintains and operates the Air 
Liaison Office’s aircraft, in addition to its other duties. 


SINGAPORE—EXHIBIT 2 
THe CAMPAIGN OF TRUTH IN MALAYA 


The Voice of America in Singapore, the Federation of Malaya, and British 
sorneo territories is the United States Information Service section of the Ameri- 
can Consulate General here. This Voice speaks not only with radio but with 
press material and publications, motion pictures, libraries, and exchange of 
people, and efforts are under way to find other, indigenous ways of telling the 
American story to this troubled and strategic part of the world. 

This rich area, spread across nearly 1,500 miles of land and area in Southeast 
Asia, is one of the world’s most racially diverse, comprising Malays, Chinese, 
Tamils (South Indians), Europeans, Eurasians, and other racial groups. The 
Straits of Malacca constitute a great commercial transportation bottleneck 
through which pass the cargoes of Europe and Asia. Within a few hundred 
miles of Singapore lie the sources for most of the world’s tin and natural rubber. 

The Communists are well aware of these facts and have tried to make the 
most of them. Now, thanks to support from the United States Congress, the 
original aim of the American information program—to tell foreign peoples the 
true story of our country—has been expanded by the “campaign of truth,” a 
positive psychological offensive against vicious Red propaganda. 

The United States Information Service is tripling the scale of its many-sided 
campaign to help the free world win this battle against evil. For this purpose 
United States Information Service has established three posts in the principal 
cities of the area: Singapore, Kuala Lumpur, and Penang, staffed by American 
specialists and local people representing all the diverse races and language 
groups. This expansion is only just taking place, and its full effects will not be 
felt overnight. We are dealing with capable experienced opponents who have 
been many years on the job. 


SEVENFOLD CAMPAIGN OF TRUTH 


An expanded sevenfold campaign of truth is now in the hands of a staff of 
American specialists assisted by Asians representing the diverse races and lan- 
guages of the area. It includes the following operations: 

1. American libraries, one of which has 16,000 registered members and a 
reading room stocked with approximately 6,000 American reference, technical 
and vocational texts and fiction of a highly cultural level. 

2. Film libraries and a mobile projection unit that brings American films on 
health, nutrition, world affairs and American community life, as well as anti- 
Communist ideas, to industrial workers in the cities and to farmers and fisher- 
men in the rural villages. Some 20 mobile projection units owned by British 
Governments also show our films. 

38. An exchange of scholars and community leaders to foster a growth of 
mutual understanding among Americans and Asians, 

4. A press service to supplement commercial services in the form of a daily 
bulletin transmitted from Washington by wireless, publicizing and interpreting 
official acts of the United States Government and other news of interest which 
promotes the campaign of truth. 

5. A program of distribution of magazines, pamphlets, posters, brochures and 
other informational material designed to advance the American point of view. 

6. Distribution of “Voice of America” programs and broadcasting schedules 
and of Voice of America transcriptions to local radio outlets. 

7. A theater where motion pictures drawn from the film library are shown in 
regular free programs to local audiences. 

At Singapore, and Kuala Lumpur, capital of the Federation of Malaya, the 
United States Information Service maintains the only major free public libraries 
in this country. Both libraries have more borrowers than books. Thirty-four 
percent of the readers are youths—the same group the Communists are trying 
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to reach. The United States Information Service has presented American books 
to several leading institutions in Malaya, including the newly founded Univer- 
sity of Malaya. 

The film library, the United States Information Service audiovisual unit main- 
tains a large collection of 16-millimeter motion pictures, film strips, musical 
recordings, and radio transcriptions to demonstrate the American way of life 
and American culture. Through close liaison with the Federation of Malaya 
Government, the United States Information Service films are shown throughout 
Malaya, even in the most remote villages, and the program is to be extended to 
Sarawak, Brunei, and North Borneo. 

Pictures are available in four languages, English, Chinese, Mandarin, and 
Cantonese, Tamil (south Indian), and Malay. They deal with such subjects as 
science, medicine, and public health, education, history, geography, American 
family and community life, defense of the free world and international co- 
operation. 

The exchange-of-persons program affords a unique opportunity for telling 
America’s story abroad. This year for the first time a small but significant 
group of Malayan students of high attainment both as scholars and leaders are 
going to the United States on Smith-Mundt Government scholarships to study in 
American universities. 

Under the Fulbright program an American professor came to Malaya to help 
establish an adult education system here for illiterates. In addition an im- 
portant and respected Singapore labor leader and an inspector of Chinese schools, 
both Asians, are now in the United States on leader grants to observe American 
methods and opinions in their respective fields. 

The Daily Wireless Bulletin and its supplements and the Foreign Service 
Digest are the daily publications of the press section of United States Informa- 
tion Service in Singapore. The wireless bulletin, received daily by radio from 
Washington, is a digest of important events involving official acts and policy of 
the United States and such other news as will interpret and explain the American 
viewpoint. In the hands of a local staff, supervised by Americans, the bulletin 
is edited to meet the interests and needs of the area and is then mimeographed 
in English, Chinese, and Jawi Malay. 

The bulletins are then circulated to some 38 newspapers and press services in 
Singapore, the Federation of Malaya, Sarawak, Brunei, and North Borneo, and 
to a selected list of 900 community leaders. The Chinese bulletin is also circu- 
lated to all Chinese-language newspapers in Indonesia. 

The Foreign Service Digest is designed for American consumption only for 
Malaya’s sizable American colony and the officers and staff of the American 
Foreign Service in Malaya. There is issued in addition a weekly Economic Letter. 

Other publications of the press section include kits of stories and photographs 
prepared in Washington for the use of local newspapers. 

Effectiveness of these efforts may be judged in part from the fact that during 
a recent month newspapers of all languages in the Federation of Malaya, Singa- 
pore, and British Borneo used a total of 9,250 column inches of news stories, 
articles, and photos prepared and disseminated by United States Information 
Service. 

The publications program, involving the creation and distribution of pam- 
phlets, magazines, folders, and posters, is one of vital tactical importance and 
one upon which increasing emphasis is being placed by United States Informa- 
tion Service in Singapore. 

Schools and institutions and professional groups are the principal targets of 
this program which seeks to distribute large quantities of publications tailored 
to the local standards. 

So popular is the Chinese-language magazine issued by the United States 
Information Service that it is distributed even to the most remote outposts in 
North Borneo where it is delivered by canoe. Teachers and students have been 
shot down in cold blood for possessing anti-Communist literature in many rural 
areas, and the fact that school principals continue to request our material is an 
index of the importance of this program. 

The campaign of truth is growing. In Malaya, where the British Army has 
been fighting for over 3 years a bloody war against a Communist military force, 
the Voice of America—through broadcasts, movies, publications, and the words of 
America’s friends—is the strongest voice raised in the psychological battle be- 
tween communism and the free world for the minds and loyalties of Asia’s 
masses, 
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SINGAPORE—ExusIT 3 


Brier RESUME OF POLITICAL SITUATION IN THE FEDERATION OF MALAYA AND THE 
COLONY OF SINGAPORE 


I, POLITICAL STRUCTURE 


Singapore is a Crown Colony, the chief executive being a Governor appointed 
by London. The highest executive body is the Executive Council, which consists 
of the Governor as chairman, four ex-officio members, two additional official 
members, four unofficial members (all of whom are appointed by the Governor), 
and two members elected by and from the Legislative Council. The Legislative 
Council consists of the Governor as chairman, three ex-officio members, five nomi- 
nated official members, four nominated unofficial members, nine members elected 
by popular vote, and three members representing the Singapore (British), 
Chinese, and Indian chambers of commerce. There is thus an unofficial majority 
of 16 out of 25, although the elected members (including the three chambers-of- 
commerce representatives) constitute a minority of 12 out of 25. In addition to 
the above bodies, there is a city council which handles administrative matters; 
it consists of an appointed president and 27 councilors, 9 of whom are appointed 
by the Governor and 18 of whom are elected by popular vote. 

The Federation of Malaya consists of the nine Malay States of Perak, Selangor, 
Negri, Sembilan, Pahang, Johore, Kedah, Perlis, Kelantan, Trengganu, and the 
Settlements of Penang and Malacca. It is, in effect, a British protectorate, its 
relationship to Great Britain being defined in the Federation Agreements of 1948. 
The chief executive is a High Commissioner, appointed by London, and in the 
Federation Agreements the rulers of the Malay States agreed “to accept the 
advice of the High Commissioner in all matters connected with the government 
of the Federation” excepting those of Muslim religion and Malay custom. The 
High Commissioner has an advisory bedy in the form of an Executive Council, 
consisting of the High Commission as chairman, three ex-officio members, four 
official members, and seven unofficial members. Legislative functions are per- 
formed by the Legislative Council, which consists of the High Commissioner as 
President, 3 ex-officio members, 11 State and Settlement members, 11 official 
members and 50 unofficial members (representing the various interests and com 
munities in the country). In 1951 a modified “Cabinet” system was introduced, 
with members of the Legislative Council appointed as “Ministers” in charge of 
various departments, the portfolios being approximately equally divided between 
officials and unofficials. , 


If. 





BACKGROUND ON THE POLITICAL SITUATION 


The essence of the political situation in the Federation of Malaya and the 
Colony of Singapore is implicit in the following population statistics: 


Population (June 30, 1951) 
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From this it will be seen that Singapore is essentially a Chinese city, with al 


most SO percent of its population of the 


Chinese race. 





In the Federation, the Malays account for almost 50 percent of the population, 
the Chinese almost 40 percent. These figures are misleading, however, since the 
Malays are by nature an indolent if charming people, while the Chinese are in- 
dustrious and vigorous, their influence far exceeding their population percentage, 
particularly in the economic field. 
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The British are making a sincere and conscientious effort to shift the “white 
man’s burden” onto brown shoulders in Malaya, but they are well aware that 
if the transfer is made too swiftly, the native will only fall to his knees under 
the weight of his load, and may very likely be assisted to his feet by the Red 
hand of the beguiling Communists from the north. 

Unfortunately, the centrifugal forces in the Federation—the loyalty of the 
Chinese element to its motherland, the allegiance of the Malays to a ruler in one 
state rather than to an abstract Federal Government, etc.—equal if not exceed 
the centripetal forcees—those which tend to bind the inhabitants of the lower 
end of the Malay Peninsula together. In attempting to weld this heterogeneous 
mass into a cohesive union, the British authorities have had to tread a thorny 
and narrow path. On the one hand, they must be vigilant to protect the best 
interests of the Malays in order that they might not be submerged by their more 
virile Chinese neighbors; while on the other, they must do justice to the 
Chinese element which has contributed so much to the economy of the country. 
All political issues, except that involving the so-called emergency, hinge on the 
delicate Malay-Chinese relationship. It is implicit in the problems of citizen- 
ship, and of education, the two most complicated ones now before the civil ad- 
ministrators of the Federation. 

Following World War II, the British authorities inangurated a Malayan Union 
under whose constitution the Chinese element was given a relatively favorable 
position. This irritated the Malays, whose political consciousness was for once 
alerted, and who fought for constitutional changes under the astute leadership 
of the only Malay political leader of note, Dato Onn bin Ja’afar, who organized 
his political party, the United Malays National Organization (UMNO), in order 
to bring about these changes. Dato Onn, who had been Mentri Besar (Chief 
Minister) of Johore, was successful in his endeavors. In 1948, the Malayan 
Union was abolished in favor of the present Federation of Malaya, under a con- 
stitutional system that gives a more favorable position to the Malays than was 
so under the Malayan Union. . 

The leading Chinese political party is the Malayan Chinese Association 
(MCA), under the leadership of Dato Tan Cheng Lock (The Sage of Malacca). 
Generally speaking, however, so far as internal affairs are concerned, the 
Chinese are politically apathetic. It has been said that ‘‘they do not care much 
who holds the cow as long as they can milk it.” On political questions the 
Chinese are considered to be “fence sitters.” Their dislike of active participa- 
tion in polities is illustrated by the fact that in Singapore, whose population is 
about 80 percent Chinese, they hold only 3 of the 9 elective seats in the legislative 
council, and only 3 of the 18 elective seats in the city council. 

There is also a party representing the third most important political element 
in the Federation, the Indians, who represent approximately 10 percent of the 
total population. This party is the Malayan Indian Congress (MIC.) The 
Indians are far more mature politically than either the Chinese or the Malays, 
and take a proportionately greater part in party politics. This is particularly 
true in Singapore, where 4 of the elected legislative councilors and 10 of the 
elected city councilors are Indians. 

Implicit in the very names of these political parties is the fact that they are 
communal in character. A recent political development of great potentiality 
is the formation in September 1951 by Dato Onn of an entirely new political 
party, the Independence of Malaya Party (IMP). Membership in IMP, whose 
basic aim is the establishment of a sovereign independent state of Malaya aim- 
ing at the well-being and enhancement of the people based on equality of oppor- 
tunity and of political, social, and economic rights and obligations, is open to 
any person over the age of 18 who has resided in Malaya for 10 years, regardless 
of race, color, or creed. In general, this statesmanlike move has been criticized 
by the Malays (who feel that they will be engulfed by the Chinese in any po- 
litical party, or any independent state, where artificial controls are not applied), 
and praised by the Chinese and Indians (for the very reason that they believe 
that such a party will serve to enhance their importance in Malaya). Enlight- 
ened British officialdom, working toward the goal of unity and increased self- 
government in Malaya, give the new party at least their tacit blessing. 

It will be obvious to anyone who has glanced over the brief exposé set forth 
above that the heart of the problem in Malaya is the cryptic factor of the 
Chinese. They are in but not of the country. The following generalities must 
constantly be kept in mind when assessing the influence of the Chinese in this 
area: 
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(1) The Chinese are Chinese in appearance, in thought, and in action. They 
have always been, and left to their own devices or desires, they always will be. 
They are universally known as, and often call themselves, overseas Chinese, 
They are proud of their heritage and feed superior to other races, including the 
white race. 

(2) A corollary of (1) is that the Chinese cleave to the motherland of China. 
“Decaturism”—the conviction of “Our country, right or wrong’—is strong with 
them. A wave of pride surges through them merely at seeing the name China 
in the headlines of the world’s great newspapers, regardless of what those head- 
lines say. 

(3) To the Chinese, theoretical communism is not the horror that it is to 
the average westerner. Their initial reaction to the Communist regime in China 
was that it was merely a new government, perhaps motivated by a new social 
theory, which may be better, and probably could not be worse, than those under 
which they have suffered for centuries in their own country. There are indica- 
tions that overseas Chinese are becoming increasingly disillusioned with the 
Communist regime, but this change results less from ideological considerations 
than from events which more directly affect them through their relatives and 
friends in China, such as the purges, discriminatory land reform, and heavy 
taxation. 

(4) The Chinese are eminently practical, and avoid taking sides, on internal 
or external issues, until they can see some definite benefit to themselves in 
doing so. 

Ill. The emergency 

The political picture in Malaya is complicated by a bitter war which has been 
going on since the middle of 1948. * * * 

Immediately after World War II, an armed force known as the Malayan 
Peoples’ Anti-Japanese Army (MPAJA), which had worked closely with the 
Allies against the Japanese, and which was largely Communist-controlled, re- 
mained in Malaya fully armed, and fully expecting to take over political control 
of the land. When it became apparent that the British authorities were not 
going to grant them what they believed to be their due, the MPAJA went under- 
ground and since that time, as the Malayan Races Liberation Army (MRLA), 
under the over-all control of the Malayan Communist Party (MCP), have offered 
bloody resistance to their British masters. Based in the jungle, they emerge 
briefly for ambushes, raids, and sabotage, then retreat again into the protective 
denseness of the jungle. Their activities are supplemented in the cities by 
assassination, arson, and extortion perpetrated by “killer squads.” At first the 
British hoped against hope that the extermination of these so-called bandits 
would be purely a police affair, but it soon became evident that sterner measures 
were required. Many thousands of United Kingdom and Gurka troops were 
brought to the country, while the local police force was vastly expanded and a 
home guard created. In 1950 a distinguished British soldier, Lt. Gen. Sir 
Harold Briggs, was appointed as Director of Operations in Malaya. General 
Briggs evolved a “plan’’ which was appealing in its very simplicity; it involved 
rolling the bandits up the peninsula, from the southern state of Johore up to 
the Siamese border, like fleas in a carpet. The plan also involved the resettle- 
ment of some 500,000 Chinese “squatters” who, living as they did on the fringe 
of the jungle, and unprotected by the police, were subject to intimidation and 
extortion at the hands of the Min Yuen (“People’s Movement’—the underground 
semicivilian counterpart of the MRLA) who used them as sources of food, money, 
and other supplies. Some 310,000 Chinese have so far been resettled, and this 
is believed to be one of the most efficacious measures used against the ban- 
dits. * * * reports indicate clearly that resettlement has had a serious 
effect on bandit food supplies, and that they are turning to rubber tappers and 
tin mine workers as an alternate source. 

* * * There are no signs of abatement in their campaign of terror; in 
October 1951, in fact, Sir Henry Gurney, High Commissioner in the Federation, 
was killed in an ambush while en route from Kuala Lumpur to a nearby resort 
in the hills. Although some 2,400 bandits have been killed and many more cap- 
tured and surrendered their strength remains constant. Recruitment appears 
to be limited only by the amount of arms and ammunition available to them. 
Since none is believed to come from abroad, this in turn is also strictly limited. 

On the other hand, a curious fact is that the production of rubber and tin, 
the two great resources of the country, which account for the fact that Malaya 
is the greatest dollar earner in the British Empire, continues at high levels. 
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Most of the larger rubber estates and tin mines operate like armed camps; guer- 
rilla terrorism and sabotage have failed to curtail seriously the production, al- 
though replanting and prospecting are limited, with a resultant probable detri- 
mental effect on future production. 





SINGAPORE—EXHIBIT 4 


{For your information. Source not to be credited or quoted] 


Basic DATA AND CURRENT TRADE INFORMATION ON DISTRICT IN TERRITORY OF 
AMERICAN CONSULATE GENERAL, SINGAPORE 


Prepared by Joseph H. Rogatnick, Chief, Economic Section 


AREA COVERED AND VITAL STATISTICS 
Territories 

Colony of Singapore.—The Colony of Singapore consists of Singapore Island 
with some adjacent islets, and distant Christmas Island in the Indian Ocean. 
Cocos (Keeling) Islands, also in the Indian Ocean and still a part of the Colony 
of Singapore, are currently being transferred to control by Australia, since they 
form an important air link between Australia and the United Kingdom. 

Singapore Island is situated at the southern extremity of the Malay Peninsula. 
It extends some 27 miles in an east-west direction and about 14 miles north and 
south, having an area of approximately 217 square miles, including the small 
adjacent islands. A causeway carrying a road and rail line joins it to the main- 
land. The town of Singapore (31 square miles) comprising the municipal area is 
on the southern side of the island and for administrative purposes is distinct 
from the remainder or rural-board area. The former is primarily a business, 
shipping, and residential area, and the latter predominantly agricultural, al- 
though agriculture in a measure is giving way to suburban housing development. 

Christmas Island is about 190 miles south of the western extremity of Java 
and about 600 miles from Singapore. The island, which is densely wooded, has 
an area of about 60 square miles and contains extensive deposits of phosphate 
of lime, which are worked and exported. 

Federation of Malaya.—The states and territories comprising the Federation of 
Malaya include the former Federated and Unfederated Malay States and the 
Settlements of Malacca and Penang with Province Wellesley. The Federation 
is bounded on the north by Siam, on the east by the South China Sea, on the 
south by the Strait of Johore (which separates the peninsula from Singapore 
Island) and the Strait of Singapore, and on the west by the Straits of Malacca. 
The area of the Federation is approximately 50,660 square miles and is a little 
larger than the State of New York. The Federation of Malaya technically is a 
protectorate. The Government has its seat at Kuala Lumpur. 

American consulates function at Kuala Lumpur and at Penang. 

Colonies of North Borneo and Sarawak and State of Brunei—While North 
Borneo and Sarawak are crown colonies, the State of Brunei is a sultanate under 
British protection. 

The Colony of North Borneo is 29,500 square miles in area, situated in the 
extreme north of the island of Borneo. It is about 1,000 miles from Singapore. 
The colony is about half the size of the State of Georgia. It is bounded on the 
south by Indonesian Borneo and on the southwest by Sarawak. The island of 
Labuan, incorporated into the Colony of North Borneo, lies off its southwestern- 
most tip. 

The Colony of Sarawak stretches for about 450 miles along the northwest 
coast of Borneo in the South China Sea and extends inland 100 miles or more. 
Its northwestern boundary is North Borneo, and its southeastern border consists 
of Indonesian areas of Borneo. Sarawak’s area is about 47,000 square miles. The 
Colony is, therefore, nearly as large as the Federation of Malaya. 

The State of Brunei, comprising an area of 2,226 square miles, has a coast line 
of about 100 miles on the South China Sea and is surrounded by Sarawak on its 
land frontiers. 

All of the British regions described above as well as the Crown Colony of 
Hong Kong come within the coordinating and advisory sphere of the Commis- 
sioner General for the United Kingdom in Southeast Asia, who holds a rank 
equivalent to a Cabinet Minister under the Prime Minister of the United King- 
dom. The colonies have individual governors and the Federation has a High 
Commissioner, all uuder the Colonial Office, London. The Governor of Sarawak 
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acts also as High Commissioner of Brunei. The Commissioner General is the 
Right Honorable Malcolm MacDonald, P. C., son of the late James Ramsay 
MacDonald, Prime Minister of the United Kingdom in 1924, and from 1929 to 1935. 


POPULATION 


Official statistics give the population of the Colony of Singapore and of the 
Federation at thé end of 1950 as follows: 
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Most recent available population figures for the other territories are: Colony 
of Sarawak, 546,385 (1947) ; Colony of North Borneo, 351,000 (1949); State of 
Brunei, 40,670 (1947). 


CURRENCY AND EXCHANGE 


The basic unit of currency in the Colony of Singapore and the Federation of 
Malaya is the Malayan dollar. Since the end of the war in the Pacific, Malayan 
currency has been increasingly used in North Borneo, Brunei, and Sarawak 
where it circulates side by side with local currencies which it is gradually replac- 
ing. Silver was demonetized in the latter part of 1949 and the former large 
Straits-coined silver dollar no longer is in circulation. Malayan money is now 
all paper currency except some 5-, 10-, and 20-cent pieces of cupronickel and some 
copper 1-cent pieces. The Malayan dollar is linked to the pound sterling at 2 
shillings 4 pence. The United States dollar equivalent of the Malayan dollar is 
computed at the official London/New York cross rate, and is M$1 to US$0.32667. 

Currency in circulation is nearly six times the prewar level (1939) but pre- 
vailing prices and wages are in general also much above prewar. The value of 
notes in circulation during April 1951 in the Federation of Malaya, the Colonies 
of Singapore, North Borneo, and Sarawak, and the State of Brunei, amounted 
to M$720,600,000 (approximately US$240,200,000). There was an increase of 
more than M$300,000,000 (approximately US$100,000,000) between June 1950) 
and April 1951 following the outbreak of hostilities in Korea and the resulting 
boom in Malaya’s principal exports, rubber and tin. In the postwar period 
through June 1950 the amount of currency notes in circulation varied little and 
averaged slightly more than M$400,000,000 (US$133,300,000). The securities 
held as backing for the currency include United Kingdom war,and savings bonds, 
other national bond issues, municipal issues in the United Kingdom, and sterling 
issues of various British Commonwealth areas. 


PRODUCTION 


Agriculture 


Agriculture is the basic industry of the entire area. Under normal conditions, 
agricultural products in Malaya account for more than two-thirds of the total 
value of exports. It is estimated that agriculture, including forestry, fishing, 
and hunting, account for approximately 60 percent of the gainfully employed 
population. 

The principal crops grown for world markets include rubber, oil palm (palm 
oil), coconut (copra and oil), pineapples, tea, and other jungle produce. The 
more important good crops grown are rice, tapioca, sweetpotatoes, sago, sugar- 
cane, groundnuts, maize, yams, and bananas. 


Forestry 


Many areas of Malaya are heavily forested and produce valuable woods used 
for building construction, ship building and repairing, furniture manufacturing, 
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and other purposes. The lumbering and sawmilling industry is an extensive 
one but, because of the dispersion of stands of commercial types of timber, it is 
made up primarily of a large number of comparatively small and generally self- 
contained units. At the end of 1949 there were 11,357 square miles of forest 
reserves in the Federation of Malaya. 
Fisheries 

Despite its long coast line, Malaya’s fishing industry is of small importance. 
This is due largely to the lack of the use of modern equipment, a factor which 
in turn is related to the small demand and to limited competition from other 
producing areas. Effort is being made to step up fish consumption and plans 
are under way to mechanize fishing operations to the extent which experience 
will deem most practical. . 


Minerals 

Tin.—Malaya’s second major industry is tin mining. Prewar Malaya was the 
world’s largest producer of tin ore, accounting for approximately one-third 
of world production. Production of tin ore in 1950 totaled 57,722 tons as com- 
pared with 45,552 tons for 1949, or an increase of about 27 percent. Had the 
country been free of Communist-instigated banditry further expansion likely 
would have occurred, particularly after mid-1950 when extremely favorable 
prices prevailed. 

Coal.—Coal is produced for local demand, but because of its low calorific con- 
tent it is not exportable. 

Other minerals.—Before the war, Malaya produced other minerals such as 
bauxite, tungsten, manganese, iron ore, ilmenite, and gold. Quantities never 
were large. The activity has been resumed and production of miscellaneous 
minerals is now approaching prewar levels. 


Industry 

Malaya has no large-scale manufacturing industries, but does have many 
secondary industries which play a minor role in the economy. The processing 
of agricultural products, tin smelting, rice milling, oil (essential) mills and 
refineries, pineapple canneries, rubber milling, and the manufacturing of sago 
and tapioca are the primary manufacturing industries. There are also count- 
less small handicraft workshops, and, in Singapore, a variety of small factories. 
Many of these, such as breweries and distilleries, soft-drink bottling works, 
engineering and foundry works, shoe factories, asbestos, concete, and steel-pipe 
industries, and a plant for the manufacture of dry batteries, depend almost 
entirely on imported raw materials. 

The postwar era has seen a considerable growth in industrial activity prin- 
cipally in the Singapore area, owing in part to the prevalence of a sellers’ market 
and in part to the attraction of capital by anticipated economic prosperity of 
the country. Furthermore, because of greatly increased ocean-freight rates since 
1946 and the absence of competition from Japan, local industries have become 
more competitive in the Malayan market. The local governments have en- 
couraged the establishment of secondary industries in the hope of expanding 
and developing new lines of export commodities to lessen the dependence upon 
rubber and tin and decreasing the country’s dependence upon imports. American 
capital has been attracted to Malaya since the end of the war, but the United 
States dollar shortage within the sterling area has compelled local govern- 
ments to resist the establishment of American manufacturing enterprises unless 
it is possible for them to show that they will be able to provide either a United 
States dollar saving or a United States dollar earning capacity. American firms 
which are established within the area are permitted to remit profits to the 
United States. 

FOREIGN TRADE 
Malayan trade with the world 

Foreign-trade statistics of the Federation of Malaya and the Colony of Singa- 
pore (referred to collectively as Malayan trade) are compiled in a central office 
and apply to both as a single unit, but do not include movement of goods between 
the two areas. Exports from the Colony of Singapore and the Federation of 
Malaya to British areas of Borneo are listed as foreign exports, i. e., counted 
as foreign trade. Most of the area’s trade flows through Singapore, followed 
in importance by Penang and Port Swettenham. In 1950, for example, 63 per- 
cent of Malaya’s exports and 72 percent of its imports cleared through Singapore. 
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Malayan eeports and imports 
{In thousands of Malayan dollars !] 





Exports 








759, 200 628, 100 1, 387, 300 

720, 148 792, 935 1, 513, 083 
1, 294, 900 1, 367, 500 2, 662, 400 
1, 730, 043 1, 791, 202 3, 521, 245 
1, 678, 933 1, 840, 190 3, 519, 123 
4 847 2, 915, 074 6, 2 














1 Prior to Sept. 19, 1949 (use only when predevaluation statistics are given): US$1 equaled approximately 
M$2.10; M$1 equaled approximately US$0.48. Since Sept. 19, 1949: US$1 equals approximately M$3; M$1 
equals approximately US$0.33. 


Malaya, a creditor country prewar, had a postwar adverse balance of trade 
until 1950 when exports once again commenced to exceed imports. The adverse 
balances for 1948 and 1949 were due mainly to abnormal imports of rehabilita- 
tion goods and to the fall of rubber prices during 1948, while the negative trade 
balances for 1946 and 1947 were accounted for entirely by the large volume of 
rehabilitation goods imported during that time. The reversion to a creditor 
position in 1950 was the direct result of increased rubber and tin prices which 
followed the outbreak of hostilities in Korea. 

Rubber is the principal export item followed by tin, copra, palm oils, pine- 
apples, sago, and other indigenous products. In 1950, shipments of rubber 
amounted to 1,106,500 long tons, accounting for 61 percent of the total value of 
the year’s export trade; shipments of tin metal were 81,801 long tons and ac- 
counted for an additional 12 percent of 1950 exports by value. 

Imports for consumption consist mainly of foodstuffs followed by textiles, 
iron and steel, machinery, petroleum products, vehicles, ete. Rubber, tin ore, 
and copra are imported from Indonesia and. other nearby countries for processing 
and reexport. Indonesia furnished approximately one-third of the rubber ex- 
ported from Malaya (including Singapore) in 1950. Foreign sources furnished 
about 12 percent of the tin ores treated in Malaya in 1950. Burma was a principal 
supplier. 


Malayan trade with the United States 


Malaya is a large dollar earner for the London “pool”, exporting considerably 
more to the United States than it imports from that country. Net dollar earnings 
in 1950 totaled approximately US$320,300,000. During that year, Malayan ex- 
ports to the United States (chiefly rubber and tin) amounted to M$1,048,150,245 
(approximately US$350,000,000), roughly 25 percent of the total exports. In- 
ports from the United States in the same period amounted to M$89,045,433 
(approximately US$29,700,000), roughly 3 percent of the total. The United 
States is Malaya’s principal customer while the United Kingdom is the main 
supplier of goods for consumption. Malayan imports from the United Kingdom 
in 1950 totaled M$505,836,000 (approximately US$168,612,000). 

A primary factor in the relatively low level of Malayan imports from the 
United States is the sterling area import control, in effect in Singapore and the 
Federation of Malaya, which curtails imports from the United States of non- 
essential products and goods obtainable from sterling area sources. 

Tariff structure 

The position of Singapore as one of the world’s greatest centers of entrepdot 
trade has been developed to a large extent through the provision of free-port 
facilities. The only duties chargeable on imports into Singapore are actually in 
the form of excise taxes in wines, spirits and brewed liquors, tobacco, cigars and 
cigarettes, and gasoline. Motor vehicles of non-British manufacture, although 
allowed entry free of duty, can be licensed only upon payment of a registration 
tax of 15 percent ad valorem. 

The Federation of Malaya imposes customs duties on a variety of imports. It 
also levies export taxes on a large number of domestic commodities. 


Controls on trade 


Malayan export-control regulations require licenses for most articles exported 
and confer on the control authorities “absolute discretion” to issue general and 
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special export licenses, to impose the terms and conditions to which they are 
subject, and to cancel or revoke them. 

A license is required for all imports entering the Federation of Malaya and 
Singapore. n 










EXPLOITABLE AREAS AND RESOURCES 










North Borneo, Brunei, and Sarawak are pioneering areas. Large sections of 
3 the Malay States are also capable of development. In the former, an acute 
® shortage of labor currently is the main deterrent to developmental activities. In 
a the latter, Communist banditry is as much a negative factor as is the lack of 
sufficient employable hands. These areas are unusual among Asian areas in 
being underpopulated rather than overpopulated. For, perhaps, political reasons 
British policy appears to be to support and back the Malays as the dominant race 
in the area and not to encourage a large Chinese influx which would overwhelm 
and eclipse the former and transform all of Malaya into a Chinese province. 
Indian immigration is strictly controlled and severely restricted by the Indian 
Government. Private Chinese interests, however, cannot be ignored. Many 
s Chinese are among the principal traders and owners of land and productive 
a facilities. It must be admitted that Chinese enterprise has played an important 
s part in bringing about the rich production in Malaya. On the other hand, a 
significant portion of Malaya’s earnings are drained off in remittances to China 
(and to a lesser extent India) to support relatives in the home country, and 
represents a constant outflow of Malayan capital. It is estimated that the 
equivalent of about US$16,000,000 a year flows in remittances from Singapore to 
China both through regularized and clandestine channels. These sums could 
Ss well be used for investment in development projects although there cannot be 
. any great expansion in production without a larger labor supply. In the Singa- 
pore area proper, a shortage of electrical power facilities, which may take from 
14 to 2 years to relieve fully, is a short run additional bar to some development 
schemes. 

In Sarawak, Brunei, and North Borneo, there are areas which have never been 
explored, surveyed, or prospected for their mineral resources. Oil is being 
exploited by British interests exclusively. Coal, gold, and possibly other metals 
might be feasible to consider for new enterprise. Timber cutting on modern, 
efficient lines offers good promise. Fisheries can be developed and exploited to 
a greater degree. At present rubber, copra, pepper, rice, sago, pineapples, to- 
bacco, and hemp are being produced and a little timber is being cut. There is 
room for expansion. Hydroelectric power could be developed on the short, steep 
rivers in North Borneo to furnish power for development projects. 

Thus far, rather than attempt extensive expansion, the British seem to have 
concerned themselves mainly with rehabilitation to prewar status, raising living 
conditions from the current primitive level and improving the quality of the 
products being produced in the territories. Physical and social improvements 
for the native population are being considered and put into effect. Health and 
sanitary aspects are being studied and improved. Agricultural departments 
have programs upon which they are working. A plan for rehabilitating the 
harbor facilities of the British territories in North Borneo was announced re- 
cently. Under the plan the United Kingdom Government has allocated US$1.9 
million of which one-half will come from ECA grants. The money will be used 
to improve wharf facilities which were badly damaged during the war. 

If any considerable scale of development is to take place in Sarawak, Brunei, ; 
and North Borneo, the British will have to take active steps to augment the 
existing relatively small labor supply. On the other hand political conditions 
in the principal surplus population areas of the Asiatic mainland preclude the 
encouragement of a labor influx from those regions (China in particular) at the 
present time. In brief, facilities are few and labor is a problem, short in supply 
and untrained. Most new undertakings would have to be tackled from scratch. 











































SINGAPORE—EXHIBIT 5 






THE FEDERATION OF MALAYA 






The territory comprising Malaya is at present divided as follows: 

The Federation consists of the Malay States of Perak, Selangor, Negri Sem- 
bilan, Pahang, Johore, Kedah, Perlis, Kelantan, Trengganu, and the Settlements 
of Penang (including Province Wellesley) and Malacca. The total area is ap- 
proximately 50,000 square miles. 
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Letters are frequently received in Malaya addressed to, and referring to, the 
“Straits Settlements,” “Unfederated Malay States,’ and “Federated Mala) 
States.” Those terms refer only to the country as it was prior to the Japanese 
invasion in 1942, and there are no such territories at the present time. The 
Malayan Union is also no longer in being. It lasted from 1946 until it was super- 
seded by the Federation of Malaya on February 1, 1948. 


THE COLONY OF SINGAPORE 


The Colony comprises the island of Singapore and Christmas Island, and has 
an area of approximately 300 square miles. 


ADMINISTRATION 


The Federation of Malaya is administered in Kuala Lumpur by a High Com- 
missioner, and Their Highnesses the Rulers of the Malay States have under- 
taken to accept the advice of the High Commissioner in all matters connected 
with the government of the Federation excepting those of Muslim religion ani 
Malay custom. He is assisted by an Executive and Legislative Council. The 
Constitution of the Legislative Council is at present as follows: 

The High Commissioner as President. 

Three ex-officio members (the Chief Secretary, the Attornay General, and 
the Financial Secretary). 

Eleven state and settlement members (one from each state and settlement). 

Eleven official members. 

Fifty unofficial members (representing the various interests and communi- 
ties in the country). 

The unofficial members have a clear majority in the Council. In April 1951 
11 members of the Council were appointed “Ministers” in charge of various de- 
partments, as follows: 

Officials: Member for Economic Affairs; Secretary for Defense; Secretary 
for Chinese Affairs: Member for Industrial and Social Relations; Member 
for Railways and Ports. 

Unofficials: Member for Agriculture and Forestry; Member for Health; 
Member for Education; Member for Lands, Mines and Communications; 
Member for Works and Housing; Member for Home Affairs. 

The Colony of Singapore is administered by a Governor, assisted by an execu- 
tive council and a legislative council. The first session of the legislative council 
was held on April 1, 1948. Elections were held for nine unofficial members in 
April 1951, when six seats were obtained by members of the Progressive Party, 
two by members of the Labour Party, and one by an Independent candidate. 
The constitution of the Legislative Council at present is as follows: 

The Governor as President. 

Four ex-officio members (the Colonial Secretary, the Financial Secretary, 
the Attornay General, and the president of the Municipal Commission). 

Five nominated official members. 

Four nominated unofficial members. 

Nine elected unofficial members from electoral districts. 

The unofficial members thus have a majority in the Council. 

The Vice President is an unofficial member. 

There is in the Colony a Supreme Court having unlimited civil and criminal 
ee eR It is a Court of Record and consists of a High Court and a Court 
of Appeal. 

The administration of ordinary affairs, subject to the direction of the Governor 
in matters requiring submission to him, is carried on by the Colonial Secretary. 
an officers are stationed in Christmas Island and in the Cocos or Keeling 

slands. 

On September 22, H. E. the Governor on behalf of H. M. the King, presented 
to the municipality the Royal Charter conferring on Singapore the status of a 
city. The municipality of Singapore is now the city of Singapore and the Muni- 
cipal Commissioners are now city councillors. The city council is presided over 
by a president who is a permanent civil servant. It consists of 27 unofficial 
members, 18 of whom are elected on a franchise similar to that for the legislative 
council, and nine are nominated by the governor. The rural areas of Singapore 
are administered by the rural board, all of whose members are nominated. In 
addition the rural area is divided into seven rural districts each of which has a 
rural district council of nominated unofficials. 
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There is in the Federation of Malaya a Supreme Court having unlimited civil 
and criminal jurisdiction. It is a Court of Record. and consists of a High Court 
and a Court of Appeal. 

Municipalities already exist in Georgetown, Penang, in the town and fort of 
Malacca and in Kuala Lumpur. These are administered by a President who is 
a senior officer of the Administrative Service. Municipal Commissioners in 
Penang and Malacea are nominated partly by the Resident Commissioner and 
partly by representative associations, and are appointed by the High Commis- 
sioner. In Kuala Lumpur representative associations are asked to submit names 
and the Municipal Commissioners are appointed by the Ruler in Council. The 
Municipal Commissioners impose rates and administer such matters as town 
planning, street lighting, town cleansing and conservancy, fire services, and the 
licensing of theaters, lodging houses and certain trades. By the end of 1951 the 
majority of Municipal Commissioners in each municipality wm be elected by 
popular suffrage. 


COMMISSIONER GENERAL 


The Commissioner General for South East Asia is the senior representative of 
His Majesty’s Government for the whole South East Asia. His jurisdiction 
extends to Brunei, the Colonies of North Borneo and Sarawak as well as Singa- 
pore and the Federation. His office is located at Phoenix Park, Singapore. 


HISTORICAL 


Before the war Malay'a was divided into the Straits Settlements, the Fed- 
erated Malay States and the Unfederated Malay States. The Straits Settlements 
consisted of Singapore (including Christmas Island and the Cocos-Keeling 
Group), Penang (including Province Wellesley), Malacca, and Labuan. Labuan 
is now incorporated in the Colony of North Borneo. The Federated Malay 
States were the States of Perak, Selangor, Negri Sembilan, and Pahang. The 
Unfederated Malay States were Johore, Kedah, Perlis, Kelantan, and Trengganu. 

From 1941 the country was occupied by the Japanese until 1945 when the 
sritish Military Administration took over. Civil government was resumed in 
April 1946 when the Malayan Union came into being under the Malayan Union 
Order in Council dated March 27, 1946. There were certain objections to the 
system of government proposed and after various committees had examined the 
matter, the Federation of Malaya was proposed, and came into existence on 
February 1, 1948, under the Federation of Malaya Order in Council dated January 
26, 1948. New State and Federation agreements between His Majesty the King 
and Their Highnesses the Malay Rulers were signed in Kuala Lumpur on January 
21, 1948. 

THE “EMERGENCY” 


Since mid-1948 a “state of emergency” has existed in Singapore and the Fed- 
eration of Malaya. The Communists, thwarted by Government action in their 
plot to seize complete control of the trade-unions went underground, to begin 
a campaign of murder, violence, and terror. Police and the military forces are 
in action against them, but as yet there are no signs of an early release from 
“emergency” conditions. 

In Singapore the campaign of the Communists takes the form of arson, mainly 
of vehicles and rubber warehouses, and violence against persons, mostly Chinese, 
who have run contrary to their wishes. 

In the Federation the Communists are established in gangs in the jungles. 
They carry on a campaign of murder against planters, miners, and estate, and 
mine staffs with ambushes of military and police personnel. Arson, particularly 
of busses and lorries and derailment of trains is not infrequent. Government 
action in resettling “squatters” from isolated districts in more secure areas is 
depriving the Communists of their food supply, and the campaign against them 
is continuous. 

To conform to regulations, travelers are advised to have their passports with 
them at all times unless they have been issued with a local identity card. The 
possession of firearms of any sort without a police permit is a capital offense. 
Consorting with Communists carries heavy penalties. 

Travelers in the Federation are advised to follow any police or military in- 
struction or advice exactly. Many areas are “protected places” and are well 
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guarded. There are in some places restrictions on travel at certain times, ani 
in others on the carriage of goods. Details of local restrictions can always be 
obtained from the nearest police station or army post. 







POPULATION 










The population of Malaya at the 1947 census (taken on the night of September 
23) was 5,899,660. The numbers of the different communities comprising the 
peoples of the country are given in the following table. The figure in brackets 
gives the percentage of the total population. 








AN gah EE A aE it 2, 543, 899 (43.1) | European__.—.._.____._ 47, 467 (0.8) 
we a aeeeailaat Siecle 2, 615, 250 (44.4) | Eurasians____---.--_____ 19,174 (0.3) 
eee ce Re we 8 Re 6 yea idle es ee ket 65, 282 (1.1) 






Of the total population, 4,922,821 were in the Federation of Malaya and 976,839 
were in the Colony of Singapore. 
The population of the principal towns at the census is given in the following 










table: 

GIMMARORG 3a es ee 679, 659 | Kuala Lumpur___.--_------_~ 175, 961 
BA Oe 1s ee Ome ES OO ae ee RCO tan eee en 80, 894 
Malacca___.___-_ ssidbias Oeame can oS GN RS ene: ae Se ee 41, 361 
OTe ei I ae ag 189, 068 






The population of the States and Settlements in the Federation at the census 
is given below: 













| Rae ean eee DG), $04 | aCIRTOON gs ik hes 448, 630 
UT ash toscana tstissninn Peay ee Ma MES RS i OY ee ener eer eee 225, 996 
Negri Sembilan___.-...__-__ ct DE Gd BI sac nlid on a As aistactde bs Spee 70, 490 
Lo reer aes eee TOU eee) PONORE os 51a cin Gus cocca 447, 707 
NN a pet ted eS S44 TOA A BCC Ri hc ee essen 239, 363 
Le ee ne Sinise anit $04, 56174 Unloceted ns cece dhs 3, 481 






(wayfarers by rail) 






SHIPPING SERVICES 










The Peninsular and Oriental Line operate a monthly service from the United 
Kingdom to Malaya and Hongkong and take about 25 days to reach Singapore 
from the United Kingdom. The first-class single fares between the two countries 
vary from £130 to £180 depending upon the accommodation offered. 

The Blue Funnel and the Glen and Shire Lines run regular services of cargo 
liners with limited one-class passenger accommodation at fares ranging from 
£120 to £150. Danish, Dutch, and French steamship companies run services from 
the Continent to Malaya. Most shipping lines call at Penang and Port Swet- 
tenham. 

The Straits Steamship Co. runs regular coastal services to all ports in Malaya 
as well as to Sarawak and North Borneo, and these are much used for transship- 
ment cargoes. Other local companies provide transshipment facilities with 
Indonesia, Siam, Burma, and Indochina. 

There are regular shipping services between Singapore and Australia, North 
and South America, Japan and South Africa. 














AIR SERVICES 







Singapore is an important junction for air services in the Far East and it is 
now possible to fly to any part of the world served by the main airlines by 
regular services from Kallang Airport. The airport is conveniently situated, 
being only 3 miles from the center of the town. British Overseas Airways Corp., 
in conjunction with Qantas Empire Airways, Ltd., maintain regular and frequent 
passenger and freight services with the United Kingdom and Australia. K. L. M. 
runs a regular service to the Continent and Indonesia. Aircraft of Air Ceylon, 
Air France, Garuda (Indonesian) Airlines, Bharat Airways, Cathay Pacific Air- 
ways, Pacific Overseas Airlines (Siam) and Pan-American Airways maintain 
regular services linking Singapore with India, Burma, and all parts of southeast 
Asia. 

Malayan Airways, Ltd., operate an internal air service using “Dakotas.” The 
service has maintained an excellent record for safety and punctuality, and is now 
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the largest airline in the services linking Singapore with India, Burma, and 
Colonies. Within Malaya regular and frequent flights are made daily between 
Singapore, Kuala Lumpur, Ipoh, Taiping, Penang, Alor Star, Kota Bahru, and 
Kuantan. Flights to Kuala Lumpur are thrice daily in each direction. The 
services are popular and almost always fully booked, and it is advisable for in- 


tending passengers to book in adv 


ance as early as possible. 


Passenger and freight rates from Singapore and journey times are as follows: 





Passenger 
(single fare) 


Freight 
(per kilo) ! 
(cents) 


_ Journey 
time (hours) 





Kuala Lumpur........ 
EE Ee See waa 
las Caan neve canaawaengaws : 
Penang ay ee 
Alor Star. -_.--. 

Kota Bahru 





Kuantan. ......- 


$48 
74 
79 
90 
105 
116 


84 | 





0.30 
. 40 
45 
. 50 
. 50 


. 50 


2h 


oe 


tn 


Nes 





- 40 | 





1 Minimum charge $1. 


Malayan Airways, Ltd., also run a regular service thrice weekly in each direc- 
tion to Kuching in Sarawak and Labuan, Jesselton, and Sandakan in North 
Borneo. The free baggage allowance for passengers making flights within 
Malaya, Sarawak, and North Borneo is 15 kilos (33 pounds), but passengers 
making a direct connection with an international flight of any airline may carry 
30 kilos (66 pounds). The airline also runs regular services to Medan, Bangkok, 
Mergui, Rangoon, and Palembang. 


RAILWAY SERVICES 


The Malayan Railway is a public corporation under the jurisdiction of the 
Government of the Federation of Malaya, and has its headquarters at Kuala 
Lumpur. The railway was well known before the war as the Federated Malay 
States Railways. 

There are 894 miles of meter gage track. Of the 155 stations, 82 have fully 
interlocked signaling. 

The principal railway line runs from Singapore to Penang via Kuala Lumpur 
and Ipoh, and serves the more developed western side of the peninsula. The 
east coast line, removed during the occupation by the Japanese, has not yet been 
completely relaid, but it is possible to go by rail from Penang to Kota Bahru 
Via Hadyai Junction in Thailand. The prewar express service from Singapore 
to Bangkok has not yet been resumed. 

The distances and first-class single fares between Singapore and the main 
centers are as follows: 





a : | : 

1} | | 
Distance | ‘as, | Distance | 
(miles) | Fares | (miles) | Fares 


| 





| 
376 | $47.00 
430 | 53. 70 
404 4 61.70 


| 
16 | $2. 00 | | Ipob 
200 | Taiping 
24 | 30.20 || ! Penang 








A journey by fast mail train between Singapore and Kuala Lumpur and be- 
tween Kuala Lumpur and Penang takes approximately 12 hours. Day mail 
trains leave Kuala Lumpur daily in the morning for Penang and for Singapore. 
Day mail trains leave Singapore and Penang in the morning for Kuala Lumpur. 
No night mail trains travel between Singapore and Kuala Lumpur at present, 
but the service operates in each direction between Kuala Lumpur and Penang 
Day trains are provided with an air-conditioned buffet coach. Buffet and sleep- 
ing coaches are provided on the night mail trains, and a sleeping berth costs an 
extra $3. Each adult first-class passenger is allowed 133 pounds of personal 
luggage (not being merchandised) free of charge. The following figures relate 
to 1950. 


94756—52——43 
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Traffic conveyed: 
(a) Passengers: 1949, 4,442,189; 1950, 5,759,292. 
(0) Parcels and packages by passenger train (excluding newspapers) - 
629,578. 
(c) Goods: 2,036,019 tons; average haul, 118.84 miles; principal single 
commodities of local origin: 
Tona 
LO TCLS LEAN AEE - 3438, 133 
Tin and tin ore ; F2, 268 
Coal, coke and firewood 247, 912 
’alm oil ; 16, 937 


Loaded train-miles : Miles 
Passengers____..-_-_-- pedi apo ; 
Goods Se aieenas ick nemnieas mba eats caanctankaeat Oe RE OD 


Rolling stock: 
Locomotives and railcars: 
Steam locomotives 
Steam railcars__ 
Diesel shunters : 
Pemenner Cobcnes BUG VAN8 2c caine eee end seed 
Goods wagons (excluding departmental wagons) 


ROAD SERVICES 


The road system in Malaya is well developed on the: western side of the 
peninsula and a trunk road connects Singapore with all the large towns to 
Penang, and on to Singgora (Songkhla) in Siam. Since the start of the emer 
gency long distance road travel has not been popular and is to be avoided when 
ever possible. In any case travelers are advised to travel only in daylight and 
to be off the road before 5 p. m. Only main roads should be used und stops 
should be avoided except in towns and large villages. 


KUBBE2 


Rubber is fundamental to the economies of the Federation of Malaya and 
Singapore. The rubber industry is the chief employer of labor and rubber is 
the chief export of the Federation of Malaya. The prosperity of these territories 
has been largely built upen rubber and, although slumps have been serious and 
the entire economy depressed thereby, rubber has made possible a standard of 
living for the people much higher than that of most parts of Asia. 

The industry has problems at present in the competition of synthetic rubber and 
in the need for replanting. The latter is particularly difficult for small holders, 
but the results of research into bud-grafting and clonal propagation make it 
clear that natural rubber still has a good future. 

The Rubber Research Institute of Malaya should be mentioned in this con 
nection. The institute is moreover always willing to provide information on 
technical matters affecting rubber. 

More than 60 percent of the rubber grown in the Federation of Malaya is 
shipped from Singapore. The milling of slab rubber grown in the Federation and 
in Indonesia is an important processing industry in Singapore. 

The rubber market in Singapore is efficiently organized for international 
dealings in spot and forward contracts. The market operators consist of 
dealers and brokers. The latter are either guarantee brokers (i. e. of principal's 
solvency on Settlement House contracts for forward sales) or nonguarantee 
brokers, and they perform the usua! function of the marriage of supply to demand 
at a fixed brokerage rate. 

Dealers operate with the intention of obtaining proflt from price movements 
and in doing so, they perform an important distributory function in space and 
time. Their existence tends to reduce the full violence of price movements and 
provides the assurance of a ready market. 

The interests of dealers, manufacturers, buyers and brokers are watched 
over by the Rubber Association of the Singapore Chamber of Commerce, whic) 
acts as arbitrator for disputes and manages the affairs of the Clearing House. 
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Comparative acreages under rubber in the Federation are as follows: 





es | Small hold- a is 
| Estates | ings Total acres 





Acres | | 

1, 934, 106 | 383, 193 | 3, 317, 299 
1, 952) 347 410, 178 | 3369" 95 
1, 970, 579 | 3, 365, 460 
1; 964, 370 | | —- 3.359, 251 





Owing to the emergency, it has not been possible for the Land Offices to recheck 
the area of small holders’ ’ planted rubber and the same figure is given for 1950 
as for 1949. 

Production (in tons) 





Smal] hold- 
| ings 


Estates Total 








173, 515 | 229, 692 403, 207 
305, 865 285, 364 645, 229 
402, 907 294) 071 696, 978 
400, 009 270, 248 670. 257 
375, 853 | 316, 732 692, 585 


Pan-Malayan imports and exports of rubber during the same periods were: 


Pan-Malayan imports and exports (in tons) 





| Gross exports Gross imports Net exports 





558, 001 | 191, 090 | 366, 911 
953, 688 313, 549 | 640, 139 
979, 107 | 679, 016 
899, 211 220, 141 | 679, 070 
1, 106, 483 448, 656 657, 827 





THE MALAYAN MARKET 


The market for imported goods is to be found mainly in the following direc- 
tions: 

Machinery and supplies for tin mines. 

Machinery and supplies for rubber estates and factories for the prepara- 
tion of crude rubber from latex. The shipment of rubber in the form of 
bulked latex has increased considerably since the war and at least five 
firms in Malaya have installations for the storage and shipment of rubber 
in this form. 

Requirements of the mixed Asian population of Malays, Chinese, and 
Indians. 

Requirements of the European and Eurasian population. 

Materials, machinery and supplies for the Royal Navy, the Army, and 
the Royal Air Force. 

Materials and machinery for the various public authorities and public 
utility services. 

Machinery and materials for the secondary industries, e. g., pineapple 
canneries, gold and coal mines, brickwarks, rice mills, sawmills, biscuit 
faciories, aerated water factories, breweries, printing works, paint fac- 
tories, industrial gas factories, soap and oil mills, ete. 

Building materials. 

The predominance of rubber and tin in the export trade of Malaya makes 
the price of these two commodities a determining factor in the purchasing power 
of the country. The import trade is consequently largely dependent on the 
prosperity of these two commodities, the prices of both of which have shown 
striking fluctuations during recent years. The United States of America is by 
far the largest consumer of both rubber and tin. 
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Exports 
The chief commodity groups in Malaya’s export trade are as follows: 


(Millions of dollars) 





ilar. 
1960 |June 195) 





4, 008 





Rubber, rubber manufacturers, and gutta percha 2, 468 
Nonferrous ores, scrap, Metals, and manufactures (including 


Oil seeds and nuts, Oils, fats, resins, gums, and manufactures, 
including petroleum and petroleum and petroleum products. 

Food and tobaceo (other than grain and flour) 

COORRCTA SIT Gin EGTA ono. on i cein ced ccmmedscunend 

Iron ore, iron and stee] manufactures. ..........----.---..------ 

Vehicles (including locomotives, ships, and aircraft) 

Wood and timber 

RINT I a oon nec Seaene oh ceeded enssicuatweceen 

















The Malayan trade statistics do not distinguish exports of domestic produce 
and as a consequence of the importance of Singapore and Penang as ports for 
entrepot trade, the same commodities tend to appear both as imports and ex- 
ports. A comparison of the two, however, brings out the predominance of rubber 
and tin among the products of Malaya. 


Exports by principal countries of destination 


[Millions of dollars} 





January- 
1949 June 1951 





1, 677 3, 957 3, 455 





United States of AMerica ‘ , 048 735 
United Kingdom 8 204 574 
Indonesia 7 36 5 287 
186 


RE ie eee Rae AEE BS LOE ATA ee er 
Netherlands 

Thailand. 

Canada 

Hong Kong 

















Imports 


The following table shows the main commodity groups which made up Malaya’s 
imports during 1949, 1950, and the first half of 1951 as compared with 1938: 


Imports of principal commodities 
{Millions of dollars] 





January- 
1950 | June 1981 





2,891 | 


Food and tobacco (other than grain and me 526 

Grain and flour (other than wheat) 267 

Cotton yarn and manufactures... 274 

Rubber, rubber manufactures and gutta percha 1 634 

Oi! seeds and nuts, oils, fats, resins, gums, and Manufactures, 
including petroleum and petroleum products. 

Vehicles (including locomotives, ships and aircraft) ..........- a 

Iron ore, scrap iron, steel, and manufactures 

Machinery. 

Chemicals, drugs, dyes, and colors 




















T bes position of the United Kingdom vis-a-vis her principal competitors is as 
follows: 














de 


G 
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Imports by principal countries of origin 
{Millions of dollars} 













: January- 
1938 1949 1950 June 1951 









Ea Abcrachalh ce halisih Gl heb hcp a SaakadA iin ennich Mbawe die : 2, 474 
NE niece cn ccawaebeneaicocce 102 383 506 352 
















bE Pea ten oo wee edeeveneddbus oun ctoccsce 148 317 771 815 
s Tee oe ik ss idahthnmbeewsakenia<dgess 86 193 318 205 
i United States of America.....................-. 17 113 89 88 
By BORN oo oa iii doc ni ccenemgpewscnatecnenses. 25 8&3 41 39 
E AAR een ds Seas ne oe ncacewecaasueWeaia. 13 103 111 64 
a CE a ar, AES 5 ota engin ntemttnee piace 24 76 96 66 
he EON ca eatin Neadcn da nccaskndcawnngeg en ean 23 82 162 lil 
ea TO ON eS oe hap ca ips canininenkcaneass 9 48 90 70 








RIE tei sereied odctwscaswdnseuiadseastwoeen- 196 
























From the above table it would appear that the United Kingdom’s share of 
the import trade is small, but it should be remembered that a large part of the 
tota’imports represents products received from neighboring countries (Indo- 
nesia, Thailand, French Indochina, Sarawak, and North Borneo) and eventually 
re-exported after being processed and/or graded. So far as concerns these items 
s of trade, the United Kingdom has no interest as an importing country, nor is it 
a interested in certain manufactured goods, such as oil, petrol, and kerosene, 
‘ which it cannot produce. It may therefore be inferred that the United Kingdom 
share of the import trade in competitive articles is higher than the above table 
suggests. 


United Kingdom trade with Malaya 


The following table shows the principal United Kingdom imports from and 
exports to Malaya: 












[Thousands of pounds only] 














January- 
&, S 
1950 June 1951 









a Commodity 1938 1949 









IMPORTS 
Ache vesibiiaddlicisciedsetbiids damian 7 25, 637 


pa BONS Pees aa arene ee pe 7, 939 17, 130 43, 761 57, 589 





GR WIOA  Gaeidicusao am 












Seeds and nuts for oil, oils, fats, resins and gums, 
GING CRRITTANIIOD gb oi is bs dt ce pwn dca 1, 486 5, 302 5, 290 2, 649 
GIONS GR ay. ond wnt ein dhe ance oa 195 457 495 345 







632 1,074 














076 





Total........ Oise ee ae 47, is 6 Ae eae a 
























Miscellaneous foodstuffs......................-- 2, 386 5, 601 4,079 
Beverages and cocoa preparations..........---- 285 660 944 717 
yo Sa er ee ee ee 1, 580 5, 485 6, 167 4,111 
Pottery, glass, abrasives, ete... ._. 285 1, 191 1, 681 897 
Iron and steel and manufactures - 1,415 3, 290 4, 021 2, 443 
Cutlery, hardware, implements, and instru- 

Te ee en et hk! 165 1, 043 1, 239 928 
Electrical goods and apparatus__......_-------- 394 2, 557 3, 167 1, 757 
Machinery. SE RR Te 1, 692 3, 820 4, 346 3, 395 
Woven cotton piece goods _.........----------- 1, 004 3, 905 4, 298 4, 067 
Chemicals, drugs, dyes, and colors.......-..--- 631 2, 787 3, 704 2, 308 
Vehicles (including iocomotives, ships, and air- 

eR SEE ERS ee PREP OE PTET Marre 1, 003 6, 071 8, 150 7,311 




























Japanese competition is again appearing in a large range of goods including 
textiles, bicycle parts, and accessories, hardware, tiles, sewing machines, clocks, 
and enameled ware. 

More recently German competition has been much in evidence in some markets, 
particularly hand tools, cutlery, hardware, cameras, scientific instruments, clocks 
and watches, cycle accessories, and medicines. 

Rubber estates and tin mines are in many cases not direct purchasers of the 
supplies which they use. Their requirements are ordered by their agents who, 
especially in the case of rubber estates, are usually merchant firms. The tin 





















656 FEDERAL SUPPLY MANAGEMENT 





mines have been hampered in their rehabilitation by the delay in the replacement 
of machinery. 


Quotations and terms of payment 


Quotation Quotations are usually rendered either f. 0. b. at port of shipment 
plus actual charges for freight and insurance, or c. i. f. at port of destination, 
The latter method is more suitable to the importer. The importer who receives 
an f. o. b. quotation does not know what the actual delivered cost of the goods 
will be, nor is he able to calculate it. In the first place he probably does not 
know the weight of the goods or the space they will occupy; in the second place, 
local steamship agents are not usually authorized to quote firm rates for inward 
freights to Malaya. 

Quotations are usually made in terms of the currency of the country of origin. 

Payment.—There is no uniformity in regard to terms of payment for either 
United Kingdom or competing goods. 

Merchant houses with head offices in the United Kingdom have arrangements 
for payment to be made by the latter. Some of the principal importers in Malaya 
make a practice of paying cash against documents in London. 

Some British exporters are now invoicing their goods to Malaya in Malayan 
dollars, and there is a tendency for this procedure to increase. Any contract 
to accept payment in local currency does not debar transfer into sterling, .nor 
does it prejudice or delay transfer as the exchange risk for the exporter is elim- 
inated and the importer is left to provide the local currency. 

Credit—Many importers expect some period of credit after the goods arrive. 
This period varies usually from 30 to 90 days; extensions may be asked for with 
the result that the exporter may easily have to wait 6 months for his money. 

Where credit is allowed the exporter or manufacturer draws a bill upon the 
importer specifying the usance. The bill is sent out from a bank in London to 
a bank in Malaya with the shipping documents attached. The bill states whether 
these documents, and with them the possession of the goods, are to be delivered 
by the bank upon acceptance of the bill or payment thereof. Thus a bill drawn 
at 30 days’ sight, documents against acceptance, means that the importer can 
obtain delivery of the goods upon accepting the bill, and has 30 days in which 
to raise money, either by selling the goods or otherwise, before he need meet the 
bill. Where a bill is drawn on documents against payment terms, the importer 
has the period specified in the bill in which to raise funds to meet it but he can 
only obtain delivery of the goods upon payment of the bill, unless the bank will 
allow him to take the goods on a trust receipt. In the first case the United King- 
dom exporter has no security—unless specially arranged otherwise—that the bill 
will be paid on maturity; in the second case, the fact that the ownership of the 
goods remains in his hands and the possession thereof in those of the bank acting 
as his agent provides him with some security against the failure of the importer 
to meet his obligations, although he may still have the goods on his hands if the 
importer does not accept the bill, and have to pay return freight to the United 
Kingdom, if he is unable to dispose of them elsewhere. 

By allowing possession of goods to pass on a trust receipt the bank assumes 
the obligation to meet the bill on its due date. If the exporter learns that the 
goods have been handed over he may call upon the bank for immediate payment 
of the bill. A condition of trust receipts is that the bank retains a lien upon the 
goods covered, 

By security “specially arranged otherwise,” is meant the establishment of a 
credit in London, to which recourse can be made in the event of a bill being 
dishonored. 

Periods of severe trade depression in Malaya lead to some restriction of the 
terms of credit allowed by suppliers overseas as well as of those conceded by 
importers in Malaya. If any generalization can be made it is that United King- 
dom exporters in times of trade depression work on a “D/P” basis while ex- 
porters on the Continent are more willing to ship goods on a “D/A” basis. The 
increase in the number of extensions asked for in regard to payment of “D/A” 
bills causes an increase in the discounts offered for cash payment. 

Export Credits Guarantee Department.—Under the provisions of the United 
Kingdom Export Credits Guarantee Act, 1939, the above department is author- 
ized to give guaranties to United Kingdom exporters for the purpose of encour- 
aging export trade. Exporters are invited to apply for further particulars to 
the Export Credits Guarantee Department, 9 Clements Lane, Lombard Street, 
London, FE. C. 4, or any of its branches in Manchester, Liverpool, Bradford, 
Sheffield, Leeds, Birmingham, Glasgow, or Belfast. 
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Advertising 

There are, of course, firms in the United Kingdom specializing in advising 
upon, and in conducting, advertising campaigns overseas for théir clients. United 
Kingdom firms will no doubt bear this in mind when considering the desirability 
of advertising their goods in Malaya and the form their advertising should 
take. 

Need for technical exrperience.—There was formerly not a great need for tech- 
nical experience among agents in Malaya as there was little development of 
mechanical industry, but since the war a number of industrial organizations 
have erected factories in Malaya. In the various branches of the engineering 
trade, trained engineers are necesSary, and experience in the works of the 
manufacturers they represent a decided advantage. But in many lines what 
is desirable is the attachment to the agent’s staff of a salesman who is a spe- 
cialist in the line that he handles. His function is to make full use of the 
agent’s connections and local knowledge, and to supplement them with his own 
expert knowledge and the concentration of his efforts upon promoting the sale 
of the manufacturer’s goods. A wider adoption of the practice of stationing 
specialist representatives of this type in Malaya is strongly recommended, if 
the volume of the business warrants it. 

Agency terms.—The accepted rate of commission is 5 percent but, in particular 
where bulk supplies are handled, this can be cut to 2% or 3 percent. Commission 
is normally payable on the f. o. b. value of the goods. Where the product is of 
a complex nature higher rates may be paid. 

In some cases the manufacturer makes a contribution toward the agent’s 
traveling expenses, office rent, cable expenses, ete. There is, however, no general 
established practice in this respect. 

Provision of periodic reports is not generally undertaken. The agent’s turn- 
over is normally the main interest of the manufacturer; whilst some explanation 
of any marked falling off is as a rule looked for by the manufacturer, he may 
be able, when fixing up an agency, to make some arrangement to secure periodical 
reports even where orders are sustained in volume, 

Publicity material is supplied gratis by the manufacturer to the agent. It is 
important that the agent should be kept well provided with material, catalogs, 
leaflets, ete. 

The practice adopted in regard to contributions toward advertising expenses 
varies with the type of agent and the nature of the goods concerned. Where the 
agent is a merchant firm a percentage on turn-over is allowed. In some cases 
a proportion of actual expenditure is allowed, or the manufacturer may make 
no contribution. Where the agent is working on a commission basis the manu- 
facturer normally pays actual expenditure. 

Area—lIt is normally undesirable to split up Malaya among two or more 
agents. One agent with a head office in Singapore and branches in Penang, Kuala 
Lumpur, and Ipoh should be able cover the territory satisfactorily. In a number 
of cases an agent maintains an office in one town only, but has salesmen constantly 
traveling through the country, while he personally makes periodical tours. 

Penang ranks next to, but a considerable distance behind, Singapore as a 
trading center. Ipoh is the center of the principal mining district and Kuala 
Lumpur, the capital of the Federation of Malaya, is surrounded by rubber estates 
and tin mines. Many dealers from these towns, however, visit Singapore to 
replenish their stocks. 

If it is desired to have a single agent for a territory larger than Malaya, the 
inclusion of Indonesia, Thailand, and French Indochina would form a satis- 
factory unit. An extension of the agent’s territory to cover Hong Kong is not 
recommended, nor is the plan which is sometimes adopted of working Malaya 
from an office in India. 

Assistance by the United Kingdom Trade Commissioner.—The United Kingdom 
trade commissioner in Malaya, with offices in Singapore and Kuala Lumpur, is 
always willing to assist United Kingdom manufacturers to find suitable agents. 
His detailed knowledge of the local market and of the firms engaged in trade is 
of considerable value to the visitor from the United Kingdom. All business 
visitors are advised to call on him on arrival in Singapore or Kuala Lumpur. 


Visits to Malaya by exporters and manufacturers 


Visits to Malaya by directors or senior representatives of manufacturing and 
exporting firms are very strongly recommended. In the first place they provide 
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the visitor with a better appreciation than can be obtained by any other means of 
the nature of the market that he is supplying. Local conditions, requirements, 
tastes, and prejudices cannot be adequately explained by correspondence, 
Secondly, these visits furnish an opportunity to inspect the work and suitability of 
local agents and to appreciate their difficulties. Thirdly, apart from the encour- 
agement given to the local agents by such visits these visits afford an opportunity 
of making personal contact with some of the agent’s leading customers and this 
may prove very helpful. 

It is sometimes necessary for a manufacturer to adapt his products to the re- 
quirements of the market served; in a number of cases adaptation of products 
will necessitate an adaptation of existing machinery or the installation of new 
machinery, which may, or may not, prove to be worth the expenditure involved. 
Personal visits to overseas markets of authoritative representatives are regarded 
as being of special value to enable manufacturers to consider properly questions of 
this sort, quite apart from the fact that such visits are appreciated by local 
representativ es. 

There is little variation in the temperature in Malaya the year round. The 
slightly cooler—and wetter—season is from October to February, during the 
northeast monsoon. This period is that during which travelers most often visited 
Malaya before the war. It was recommended because (i) it enabled those who 
were first visiting India to do so at a time when the climate there was more 
suitable for traveling, and (ii) it also allowed those who were proceeding further 
ast to conclude their business in China before the intense summer heat set in in 
that country. 

Since the war, however, conditions have changed considerably due to the 
paucity of steamers on res sularly scheduled voyages, and also due to the great 
increase in air travel, which is of particular use to the businessman owing to 
the saving of time. Nowadays there are considerably more representatives of 
United Kingdom firms visiting Malaya, and they arrive in all months of the 
year, many of them passing through Malaya either on their way to Australia 
and New Zealand or on their return from these Dominions. 

























Import duties affecting the traveler 
There are excise duties in the free ports of Singapore and Penang only on 
liquors, tobacco, and petroleum. There are no special regulations or taxes, and 
no licenses are required for commercial travelers. Commercial travelers’ 
samples may be admitted duty free, subject in the case of dutiable articles to the 
deposit of the amount of duty, or of other suitable security, the duty being re- 
funded or the security released if the samples are reexported within 3 months. 
The customs regulations provide for the following exemptions from duty: 
Provided that all dutiable tobacco is correctly declared at an examination 
station, collection of duty may at the discretion of the superintendent be 
waived in respect of open tins or boxes of tobacco, cigarettes, and cigars, and 
upon any further quantity not exceeding: 














Pounds 
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Provided that all dutiable liquor is correctly declared at an examination sta- 
tion, collection of duty may, at the discretion of the superintendent, be 
waived in respect of opened bottles of liquor and upon any quantity of duti- 
able liquor not exceeding 1 pint. 
The customs tariff of the Federation of Malaya covers a wider range of goods 
but contains the following exemptions: 
(i) A bona-fide traveler entering the Federation may bring in duty free for 
his personal use or consumption, and not for sale or trade— ° 
(a) Wine or spirits not exceding one-half pint; 
(b) Beer or malt liquor not exceeding 1 quart; 
(c) Tobacco not exceeding one-half pound ; 
(d) Matches not exceeding six boxes; 
(e) Sugar not exceeding 2 pounds; 
(f) Edible oils or fats not exceeding 1 pound; 
(9g) Cosmetics and perfumery in open tins, bottles, or other containers ; 
(i) Milk not exceeding three 16-ounce tins; 
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(ii) Goods passed by a proper officer of customs as the personal baggage of 
passengers and which have been used or worn before importation ; 
(iii) Travelers’ samples provided that— 

(a) The goods in respect of which exemption is claimed are proved to the 
satisfaction of the Comptroller of Customs to be genuine travelers’ samples ; 
and 

(b) A bond is executed by the traveler at the time of importation, 

There are no special regulations regarding the registration of commercial 
travelers, but for the duration of the emergency travelers must carry their 
passports at all times unless their stay is sufficiently long, when they will be 
issued with a local identity card. Travelers are again reminded that the 
possession of firearms without a police permit is a capital offense. 


Utilization of the Board of Trade and its Overseas Service 


The United Kingdom Trade Commissioner and his assistants at Singapore 
and Kuala Lumpur are always glad to meet business representatives from the 
United Kingdom. Apart from local information or assistance in the way of 
recommendations or introductions these officers will be the better able after 
acquiring some first-hand knowledge of the visitors’ interests and connections, 
to help them locally, should they subsequently desire help. 

Travelers visiting Malaya are reminded of the services the Commercial Rela- 
tions and Exports Department, Board of Trade, I. C. House, Millbank, London, 
S. W. I. or Board of Trede export officers in the regions provide. 

(Additional economic information regarding Singapore, the Federation of 
Malaya, Sarawak, Brunei, and North Borneo is contained in detailed reports 
on the economy of this area which are on file and available at the Office of Inter- 
national Trade, United States Department of Commerce, Washington, D. C.) 
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THe Tin INDUSTRY IN MALAYA 










Tin mining is the second most important industry in Malaya. It ranks in 
importance only after rubber. Malaya’s position as the leading producer of this 
strategic commodity cannot be underestimated. In 1950 Malaya produced nearly 
70,000 long tons of tin metal or 40 percent of world production which amounted to 
almost 172,000 tons. The quality of Malaya’s tin, which averages 75 percent of 
the content of the tin-ore, is the finest in the world. The postwar recovery of the 
Malayan tin industry has proved remarkable with production increasing from 
11,533 tons in 1946 to nearly 70,000 tons last year, despite activities of guerilla 
and Communist bands in the States of Perak, Selangor, and Negri Sembilan, the 
principal tin-producing areas in Malaya. While production of tin metal has not 
been directly affected by the guerrilla warfare, it has cost the lives of many tin 
miners and increased operating costs due to the necessity of employing security 
guards, purchase of armored cars and firearms as a protection against attacks. 
The tin industry is seriously concerned with the fact that long-term prospecting 
has been curtailed to a very considerable extent as a result of these activities. 
Historically, the Malayan tin industry has been closely tied to the United States 
market. Since 1947 the United States has purchased on an average over 60 
percent of Malaya’s total annual tin-metal exports which clearly indicates the 
extent of Malaya’s dependence upon the United States as a market for this 
commodity. 
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The two major methods of tin mining in Malaya are dredging and grave} 
pumping. A small percentage are hydraulic, open cast and underground. Dredg- 
ing operations by steam and electricity are carried out by large European com- 
panies, primarily British, and gravel-pump operations are almost entirely per- 
formed by the Chinese. Hydraulic, open-cast, and underground operations are 
carried out by both Chinese and European miners. European mines account for 
approximately 60 percent of Malaya’s total tin output and Chinese mines the 
balance of 40 percent. At the end of June 1951 there were 80 dredging units in 
operation owned by 52 European companies (including one American company) ’' 
and 589 gravel-pump units in production of which 565 are owned by Chinese and 
24 by Europeans, mainly British. Hydraulic, open-cast, underground, and other 
mines working at the end of June this year totaled 91 of which 76 are owned by 
Chinese and 15 by Europeans. The number of all mines working totaled 760 with 
641 owned by Chinese and 119 by Europeans. The relatively high efficiency in 
operating European dredging units has resulted in lower production costs com 
pared with the less efficient Chinese-owned mines. 

The entire production of tin ore is shipped to Malaya’s two smelters, one of 
which is located at Penang and the other at Singapore, where the ore is con- 
verted into tin metal. The Penang smelter produces approximately 55 percent 
of Malaya’s tin metal and the Singapore smelter produces the balance of 45 
percent. Of the total production of 68,747 tons of tin metal last year approxi- 
mately 9,000 tons represented tin ore imported from Thailand, Burma, and Indo- 
nesia. Thailand was by far the largest supplier with shipments from that 
country amounting to over 81 percent of total imports from all countries last 
year. In recent months a gradually decreasing quantity of tin ore has been 
imported into Malaya from Thailand due to the fact that the Thai ores are being 
diverted to the United States. 

The two Malayan smelters buy tin ore directly from the local mines. Mine 
owners or managers are paid 60 percent in cash and the balance of 40 percent 
when the tin ore is delivered to the smelter. Both smelters finance these monthly 
transactions by means of overdrafts. The smelted tin metal is sold on a day- 
to-day basis to local exporters who in turn receive daily price bids from European, 
North and South American buyers as well as those in other countries. In view 
of the method of payment to the mines, it is important that the smelters main- 
tain as rapid a turnover as possible. At the present time, stocks of tin metal 
on band amount to approximately 6,500 tons. 

The number of laborers in the tin mines totaled 46,858 in 1948, 46,993 in 1949 
and 47,240 in 1950 compared with a 1941 total of 77,712 laborers. Although there 
was some labor unrest in 1946 and 1947, there has been comparatively little labor 
trouble since the declaration of the emergency in May 1948. In general, laborers 
in the tin mines have complained very little concerning their wages and cost 
of living. 

Historically, the United States has always been one of the largest buyers of 
Malayan tin metal. In 1947 the United States purchased 17,500 tons of tin 
metal valued at M$60.9 million or 54.6 percent of Malaya’s tin exports; in 1948 
purchases by the United States amounted to 29,496 tons valued at M$133.3 mil- 
lion, representing 62.5 percent of Malaya’s total tin metal exports; in 1949 
exports to the United States were 43,901 tons valued at M$220.3 million or 80.1 
percent of total tin metal exports; in 1950 United States purchases totaled 
44,590 tons valued at M$245.4 million, representing 54.5 percent of Malaya’s 
total tin exports for that year. The above figures clearly show the importance 
of the United States as a market for Malayan tin metal. 

Exports of Malayan tin metal to all countries increased from 32,072 long tons 
valued at M$108.9 million in 1947 to 81,804 tons valued at M$473.6 million in 
1950. Tin metal exports were 8.4 percent of the export for all commodities from 
Malaya in 1947, increasing to 11.8 percent in 1950. Principal buyers of Malayan 
tin metal other than the United States are the United Kingdom, Holland, Bel- 
gium, France, and Italy. During the past 6 months Argentina and Brazil have 
also been buying Malayan tin metal. 

Following decontrols over the allocation of tin to consumers in both the United 
States and the United Kingdom, the Malayan tin market, closed since before the 
war, was reopened in the middle of November 1949. Until the London tin 
market reopened in November 1949, the price of Malayan tin was fixed at £554 
per ton ex-smelter. Demand for Malayan tin metal continued to increase steadily 


? Pacific Tin Consolidated Corporation, Kuala Lumpur, Federation of Malaya. 








T 


Th 


s-o 


FEDERAL SUPPLY MANAGEMENT 661 


during the first 6 months of 1950 with the price reaching US$0.77 per pound on 
the New York market. After the outbreak of the Korean war the latter part of 
June, the price of Malayan tin metal quickly rose from US$0.89 in July to 
US$1.45 in December. In February 1951 the price of tin metal attained an all- 
time high of US$1.82 per pound. The unusually high price prevailing for 
Malayan tin metal was due primarily to heavy demand by many countries for 
stockpiling. In March 1951 the General Services Administration suspended all 
new purchases of tin for the national stockpile in the United States. The effect 
of the announcement and the continued abstention of United States buying of 
Malayan tin metal has resulted in a price decrease from US$1.82 per pound in 
February to US$1.12 per pound at the end of June. The price is now approxi- 
mately US$1.03 per pound. 

Malayan tin producers have always strived for price stability and some assur- 
ance that yearly production will be absorbed on international markets in order 
to insure adequate profits to support the economy of the industry. In the opinion 
of Malayan producers, the unusually high prices which prevailed shortly after 
the outbreak of the Korean war were due primarily to increased stockpiling 
activities, particularly by the United States. Since March of this year the 
United States has not purchased Malayan tin metal which has resulted in a de- 
crease in the-price of this commodity from US$1.82 a pound to US$1.03 per 
pound. Local producers, while they would naturally prefer to maintain a higher 
price, are more concerned with the attitude of the United States in regard to 
the long-term stability of the Malayan tin industry. ; 


EXCHANGE RATES 


Prior to September 19, 1949, US$1.00 equaled approximately M$2.10; M$1.00 
equaled approximately US$0.48. Since September 19, 1949, US$1.00 equals ap- 
proximately M$3.00; M$1.00 equals approximately US$0.33. 


SINGAPORE—EXuHIBIT 7 


ECONOMIC COOPERATION ADMINISTRATION 
FAR EAST PROGRAM DIVISION 


Economic and program reference notes prepared in connection with congressional 
hearings on fiscal year 1952 programs for southeast Asia, Philippines, and 
Formosa 

FoREWORD 


This report embodies a series of working papers prepared in ECA, Washing- 
ton, in connection with testimony, before authorizing and appropriating com- 
mittees of Congress, on the proposed fiscal year 1952 eccnomic-aid programs. 
Only southeast Asia (including the Philippines and Formosa) is covered. Some 
of these papers were drafted in other divisions at the request of the Far East 
Program Divi. ion; a number were written in FEPD; others were jointly prepared. 

This report should be viewed as a rough draft. While efforts have been made 
to secure accuracy, limitations of time have precluded extensive research and 
some of the statistical and other data here collected may therefore inadequately 
reflect information currently available. In addition, new information which is 
rapidly accumulating will soon make some of this material out of date. 

In spite of these limitations I have felt that it would be useful—considering 
the comparative dearth of background information, as of this moment, for under- 
standing the nature and meaning of ECA’s economic aid programs in southeast 
Asia—to make this report available for study by ECA personnel in Washington 
and the field, by new employees going out to posts in southeast Asia, and by 
other interested agencies of the Government. 

R. ALLEN GRIFFIN, 
Director, Far East Program Division, ECA. 
SEPTEMBER 1951. 


Note:—(1) The term “Indcchina”’ as used herein refers to the Associated 
States of Indochina—Cambodia, Laos, and Vietnam. 

(2) Conversion rates used in various papers herein for obtaining the dollar 
equivalents of local currency magnitudes are stated and explained in the annex 
to item F, on pages 19 and 20. 
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A. Unrrep States Postwar Ar To Soutrweast Asta Excitupina ECA anp 
MDAP (TurovGH DECEMBER 31, 1950) 


The United States has rendered substantial and varied financial assistance to 
the countries of southeast Asia in the postwar period. Exclusive of ECA and 
MDAP assistance, grants and credits amounted to $939,675,000 through Decem- 
ber 31, 1950. About 80 percent of this assistance was extended to the Philip- 
pines. These figures include some technical assistance, but do not include certain 
additional payments made by the United States in connection with goods and 
services rendered by the southeast Asian countries. In the Philippines the 
amount thereby excluded is about $1.2 billion which represents disbursements 
by the United States Armed Forces, veterans’ payments, refunding of United 
States processing and excise taxes, ete. Also excluded are credits with terms of 
less than 1 year, notably advances of CCC and RFC commodity procurement 
contracts. 

A breakdown of the assistance granted is presented in the following table 1. 
Collateral aid to the amount of $33,100,000 through international agencies in 
which the United States participated also are shown. Aid to Formds%a has not 
been included owing to lack of details as to what was transferred or diverted from 
China aid program. - 

Table 2 shows repayments of principal through December 31, 1950 on credits 
granted the southeast Asian countries in the postwar period. 

It should be noted that, with the exception of the Export-Import Bank credit 
to Indonesia, the credits as shown in the attached tables represent the utilized 

ortion of credits which in most cases were authorized in larger amounts. Of the 

ndonesian credit of $100 million announced in February 1950, a loan agreement 
covering specifie projects valued at about $52.2 million was ratified by the Indo- 
nesian Parliament on June 27, 1951. (As of December 31, 1950, Indonesia had 
already ordered or purchased with its own foreign exchange certain capital items 
covered in this loan agreement, and for these transactions will receive reimburse- 
ment from the Export-Import Bank.) The draft of a supplementary loan agree- 
ment, covering an additional $8.3 million for power and related projects, is pres- 
ently under discussion between the Saitet tanga Bank and the Indonesian 
Government. 

It is understood that as of June 30, 1951 Thailand has drawn only $15,000 for 
irrigation purposes from the $25.4 million loan extended by the International 
Bank for Reconstruction and Development. 


TABLE 1.— United States postwar aid to southeast Asia (other than ECA and MDAP) 
through Dec. 31, 1950! 
I. Philippines: 
Grants: 
Philippine Rehabilitation Act of 1946: 
Private claims payments (title I) $396, 397, 000 
Public claims payments (title ITT) 122, 301, 000 
Surplus property grants (title II) 100, 000, 000 
Army civilian supplies 28, 345, 000 
American Red Cross 11, 000 
Technical assistance 85, 000 
Credits: 
Reconstruction Finance Corporation loan 70, 000, 000 
Funding United States peso advance to Philippine 
pe Un ra aia er © aR Re iar i hyena 35, 000, 000 
5, 983, 000 
Surplus property credit—G 1, 085, 000 
Maritime Administration credit 2, 081, 000 
Export-Import Bank credit 250, 000 


Total, Philippines 761, 538, 00 


II. Indonesia: ? 
United States Army civilian supplies 4, 106, 000 
"DOOUTMGRT GRAINONGEs ots Oo oe cme og 20, 000 
Surplus property credit 62, 713, 000 
Export-Import Bank loan 100, 000, 000 


Total, Indonesia 166, 839, 000 








See footnotes at end of table. 
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TaBLE 1.—United States postwar aid to southeast Asia (other than ECA and 
MDAP) through Dec. 31, 1950 *—Continued 






lI. Thailand: 
Ny ES a a ae ae A ee eee ee $36, 000 
Surplus property credit-----.......----- Boe Sena eee 6, 215, 000 


cl dg 0 RT a ON ac rg a ee eg 6, 251, 000 





















IV. Burma: 
te IN oo 8 ee 4, 000 
Purrnie Pronerty-Ornaia. ne 5, 043, 000 


NEON. Ueno ie S ee dare ee ae ee Soe 5, 047, 000 













q V. Indochina.‘ 

















4 VI. Formosa.§ 

4 Grand total, southeast Asia_._................___... 939, 675, 000 
a Collateral aid—United States participation: 

& PHO AT CRO i 7, 700, 000 
3 Thailand *—International Bank Loan____._______-___--__- 25, 400, 000 


! The figures shown in table 1 and table 2 are from Foreign Transacticns of the United States, compiled 
i by the Clearing Office for Foreign Transactions in the Department of Commerce. The table does not 
a include grants or credits extended under the ECA and MDAP programs either directly or through the 
mother countries. It also does not include payments for goods and services rendered. In the case of the 
Philippines the amount thereby excluded is larger than the total included—some $1,200,000,000 has been 
transferred in the postwar period for military agency payments, veterans payments, etc. Also excluded 
are credits with terms of less than 1 year, notably advance payments on CCC and RFC commodity pro- 
curement contracts. In the case of technical assistance, scientific and technical grants under the Smith- 
Mundt Act are included, together with point 4 aid; cultural and educational aid rendered under the 
Fulbright and Smith-Mundt Acts are excluded, together with the small amounts expended for other educa- 
tional and informational programs. With the exception of the Export-Import Bank credit to Indonesia 
the credits shown in the above table represent the utilized portion of credits which in most cases were 
authorized in larger amounts. 

2 Exclusion of ECA aid from the figures here shown means that they do not include $133.4 million of 
assistance extended to Indonesia through Marshall plan aid to the Netherlands before the transfer of Indo- 
nesian sovereignty in December 1949. Of this amount $84.4 million was on a grant basis, $31.8 million in 
EPU drawing rights, and $17.2 million on a loan basis. 

3 Although technically this loan had not been utilized as of Dec. 31, 1950, Indonesia had ordered or pur- 
chased with its own foreign exchange certain capital items covered in this loan agreement, and will receive 
reimbursement for these transactions from the Export-Import Bank. The draft of a supplementary loan 
agreement, covering an additional $8.3 million for power and related projects, is presently under discussion 
between the Export-Import Bank and the Indonesian Government. 

‘No direct aid. United States postwar aid to France, including $2 billion in loan aid plus ECA grant 
assistance, has, of course, helped metropolitan France to extend large amounts of military and other aid 
to the Associated States of Vietnam, Cambodia, and Laos. 

5 Separate data not available for Formosa. 

: *It is understood that as of June 30, 1951, Thailand has drawn only $15,000 for irrigation purposes from 
a the $25.4 million loan extended by the International Bank for Reconstruction and Development. 
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TABLE 2.—Repayments of principal through Dec. 81, 1950, on postwar credits to 
Southeast Asia 






Hs Wha oor 
N 







eerie: PUR VRREN AEC CLONDE 5 i $276, 000 
TS CONES 9 IN 87 ER SR aR eth SN Dan ll PS eee 50, 000 
War Assets Administration credit...........-.--------- 58, 000 
NN hs a a a ss a em es ae wile ES a 10, 000, 000 
PS SNORE WONG. 6 cab inndna anne seusecaeane awe 3, 650, 000 







14, 034, 000 







3 II. Indonesia: Surplus property credit. ....-....--------------- 417-000 
4 III. Thailand: Surplus property credit._.......-------------- sas 784, 000 
3 IV. Burma: Surplus property credit..---.-----. ---------- swe 802, 000 
4 Total aolisctions @n qediie..... .. 64.5 o cose sae 16, 037, 000 






B. Lecisuative AutTHority FoR ECA Far East PRoGRAMS 






¥ The basic authority for ECA’s operation in the Far East is found in Publie Law 
535, Eighty-first Congress, title 2, the China Area Aid Act of 1950. This act 
4 made available funds unobligated or released from obligation appropriated by 
section 12 of Public Law 47, Eighty-first Congress, for the purpose of furthering 
the general objectives of the China Aid Act of 1948 and for carrying out the pur- 
poses of that act through economie assistance in any place in China and ‘‘the 
general area of China’”’ not under Communist control. 
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The conference report (p. 28 H. Rept. No. 2117, 81st Cong.) stated that the 
phrase ‘‘general area of China” is to be interpreted along the lines of the explana- 
tion made in the Mutual Defense Assistance Act of 1949 conference report (p. 15 
H. Rept. No. 1346, 81st Cong.). The latter stated that the phrase was not intended 
to confine assistance to China proper. The report continued that in view of the 
difficulties in defining contingencies which may develop in the unfolding situation 
in China, no greater precision was attempted than that contained in the term 
‘‘general area’ and that this term must be interpreted in relation to the concern 
of the United States in the present situation in China. The report states: ‘The 
area envisaged is the area which bears immediately upon that situation, and which 
is borne upon immediately by that situation. It is consonant with the unusual 
flexibility in the authority given to the President by the provision that China 
and the other countries in that general area should be only generally designated 
in order that the scope of assistance might be largely determined through experi- 
ence as needs arise.’’ 

As of June 30, 1951, ECA has, under this authority, given assistance to Formosa, 
the Phiippines, Indonesia, the Associated States of Indochina, Thailand, Burma, 
and India. 

In addition, ECA has provided assistance to the general area of China under 
authority of Public Law 911, Eighty-first Congress, approved January 6, 1951, 
the Second Supplementary Appropriation Act, 1951, which provides in chapter I X 
that whenever the President deems such action essential he may utilize not to 
exceed 3 percent of the funds available for fiscal year 1951 for the purposes of the 
Economie Cooperation Act of 1948 for the carrying out of the China Area Aid 
Act of 1950. 

ECA has also given assistance to the Associated States of Indochina under an 
allotment of $750,000 from funds appropriated under section 303 of the Mutual 
Defense Assistance Act of 1949. These funds were allotted to ECA by the 
President in May 1950 to provide an interim medical program in the Associated 
States. 


. 
C. SuMMARY INFORMATION ON ECA BILATERAL AGREEMENTS WITH SOUTHEAST 
AsIaAN COUNTRIES 


I. STATUS OF RILATERALS 
. Burma: 
1. Signed on September 13, 1950. 
2. Ratified on October 5, 1950. 
. Indonesia: 
1. Signed on October 16, 1950. 
2. Ratification pending as of September 7, 1951, to be presented to 
Parliament in ensuing month. 
. Thailand: 
1. Signed on September 19, 1950. 
2. Letter, dated October 30, 1950, notified that all necessary legal require- 
ments had been fulfilled. 
. Philippines: 
i. Signed on April 27, 1951. 
2. Ratified on May 14, 1951. 
. Indochinese States: 
1. Signed on September 7-9, 1951. 
. China: 
1. Signed on July 3, 1948. 
2. Ratification not necessary. 


II. STANDARD NONCOUNTERPART PROVISIONS OF SEA BILATERALS 


A. Economic and technical aid will be furnished if requested by the recipient 
country and agreed to by the United States. 
B. Recipient government will cooperate to assure reasonable prices and terms 
for commodities procured. 
C. Distribution of aid within the recipient country will be on terms and con- 
ditions mutually agreed upon. 
D. Recipient government undertakes to use its best endeavors to— 
(a) Assure efficient and practical use of all resources available to it; 
(b) Assure that the aid obtained is used only for purposes consistent wit! 
the agreement; 
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(c) Promote the economic development of the recipient government in 
accordance with objectives agreed upon by the two governments; 

(d) Assure stability of its currency, validity of its rate of exchange, and 
strengthen confidence in its internal financial stability; 

(e) Cooperate with other countries to reduce international trade barriers 
and take measures to eliminate public or private restrictive trade practices 

E. Recipient government agrees to consult regarding any matter relating to 
the agreement. 

F. Recipient government agrees to provide the United States with all informa- 
tion requested relevant to operations under the agreement including a quarterly 
statement on the use of aid received. 

G. Recipient government agrees to receive a special mission and give full 
cooperation to it including facilities for observation and review of operations under 
the agreement. Personnel of the special mission are given privileges and immuni- 
ties accorded to the personnel of comparable rank of the diplomatic mission. 

H. Recipient government agrees to facilitate the acquisition by the United 
States of materials deficient to the United States and give the United States 
most-favored-nation treatment with respect to such acquisition (all bilaterals, 
with minor differences). 

I. Recipient government agrees to permit and give full publicity on the aid 

rogram. 

J. Recipient government, agrees to facilitate entry (duty-free) and pay inland 
transportation costs of relief supplies of voluntary nonprofit relief agencies (all 
bilaterals except Burma). 





Ill. EXCEPTIONAL NONCOUNTERPART PROVISIONS OF SEA BILATERALS 


A. The Government of the Philippines will “Initiate and further implement 
social, economic, and technical programs based upon the recommendations of the 
Econcmie Survey Mission’’ (Rell mission). 

B. Philippine bilateral has a detailed provision for achieving Philippine 
cooperation re staffing and servicing of special mission. 

C. The Government of China undertakes (to the extent practicable) to locate, 
identify, and use for its economic improvement assets of Chinese nationals situated 
in the United States. 

D. The Governments of the United States and China agree to submit to the 
decision of the International Court of Justice certain claims arising as @ conse- 
quence of governmental measures taken after April 3, 1948. 

KE. China has several other unique provisions. 


IV. COUNTERPART PROVISIONS IN BILATERALS 
A. Burma 

1. Burma is obligated to deposit local currency equal to ‘‘sales proceeds’”’ upon 
receipt and local currency equivalent in amount to the dollars disbursed for ECA- 
financed goods and services if and when requested by ECA with total deposits 
not to exceed the commensurate value of all ECA dollar disbursements. 

2. Burma agrees to allocate out of counterpart upon ECA’s request sums 
required for ECA administrative expenditures and for expenditures incident to 
the furnishing of TA. 

3. Remaining balances of counterpart are to be used for purposes agreed upon 
by the two governments beneficial to the aid recipient. 


RB. Indonesia 

1. Indonesia is obligated to deposit commensurate value upon notification of 
disbursement. 

2. Other provisions same as for Burma. 


C. Thailand 
1. Thailand has the same counterpart provisions as Burma with a section 
added to provide for costs of inland transportation of relief packages. 


D. The Philippines 
1. The Philippines must deposit “commensurate value’’ upon notification of 
disbursement, with deposits of local currency equal to ‘‘sales proceeds’? upon 
receipt, which deposits will be considered as credits against the commensurate 
value obligation. 
2. The Philippines may make advance deposits which shall be credited against 
the obligations in (1) supra. 


’ 
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3. The Philippines agree upon notification to make available out of counterpart 
local currency sufficient to cover ECA administrative expenditures and expendi- 
tures incident to the furnishing of TA. 

4. 5 percent of each deposit is allocated to the United States for its expenditures 
in the Philippines with amounts made available under (3) supra first being 
charged to the 5 percent. 

5. Provision is made for charging to remaining available counterpart the costs 
of inland transportation of relief packages. 

6. The Philippines may draw upon remaining counterpart for such purposes 
as are agreed upon by the two Governments. 

7. Upon termination of agreement any unencumbered balances (other than 5 
percent) shall be disposed of within Philippines as agreed upon by the two Govy- 
ernments. 

E. China 

1. China has an obligation to deposit commensurate value for all dollar aid, 
the time for deposits being left to the discretion of ECA. 

2. Other provisions substantially similar to Thailand. 

3. Additional details spelled out. 


D. Steps In FoRMULATION OF ECA Far East Country PRoGRAMS 


ECA country programs in the general area of China have been formulated in 
the context of the United States Economie Survey Mission (Griffin mission) 
recommendations of May 1950.! This mission undertook preliminary discussions 
with the southeast Asian governments to ascertain ways in which the United 
States could assist in building economic strength by helping them to rehabilitate 
and expand their productive resources and facilities and to provide improved 
services for their people. Its recommendations, based on these discussions, placed 
emphasis upon immediate action to break bottlenecks and create forward mo- 
mentum through technical and economic assistance in the fields of agriculture, 
public health, industry, power, transportation, and vocational training. 

Pursuant to the recommendations of the survey mission, and based on legislative 
authority granted in June 1950 which extended operations under the China Aid 
Act to the ‘“‘general area” of China, Special Technical and Economic Missions 
(STEMs) were established in Burma, Thailand, Indochina, and Indonesia and 
specific programs were developed for each country. Procedures followed in the 
formulation of programs have been roughly similar in each of these countries, as 
well as in the Philippines and Formosa. Interdepartmental committees have 
been set up by the respective governments to act as screening and coordinating 
agents for ECA aid. Individual ministries or departments submit to the coordi- 
nating committee their requests for aid embodied in concrete projects within the 
particular ministry’s field. The coordinating committee then screens the specific 
projects submitted by the ministries. STEM financial, industry, agriculture, 
public health, and other officers work in close association with the particular 
ministries and with the interdepartmental committee in each country to help in 
the preparation and analysis of projects. Such association between STEM 
technicians and the operating organs of the recipient governments high lights the 
cooperative character of the programs without derogation from the principle that 
yrojects submitted to or by the committee are in no sense commitments for 
Gnited States aid. 

When the coordinating committee has screened and modified the projects 
submitted to it, they are then reviewed by STEM. This review involves con- 
tinuing consultation by STEM with the United States Embassy, and with the 
United States Military Assistance Advisory Group where present, to insure 
consistency of economic program formulation with the over-all operation of United 
States policy inthe country. Projects are screened by STEM in terms of technical 
soundness and the relation of aid projects to the utilization of other domestic 
and foreign resources available to the country from sources other than ECA. 
Quantitative limits are set either by availability of already appropriated aid funds 
or by STEM’s estimate of future aid fund requirements to achieve United States 
objectives in the country. As finally approved by STEM, the projects are 
intended to be part of a total effort, involving far greater resurces than those 
provided by ECA, to raise the level of economie well-being and build the economic 
foundations of strength and progress in the a: a. 


i In the Philippines a similar task was performed by a separately constituted survey mission (Bell mission) 
which made its report in October 1950. In Formosa the program evolved from the program for China 
instituted under the China Aid Act of 1948, 
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Projects approved by STEM are transmitted to ECA/Washington for final 
review before funds are committed or requests for new appropriations are made. 
This final stage in program formulation involves a recheck of uncommitted funds 
available or, where requests for additional appropriations are involved, a recheck 
of STEM’s estimate of minimum continuation requirements to accomplish 
United States objectives in the country. It also involves appraisal by ECA/- 
Washington of individual projects in relation to the total country aid program 
and in terms of their conformity to policy considerations in the area, their tech- 
nical and economic soundness, and supply availabilities in the United States or 
other markets. Any differences between the ECA/Washington appraisal and the 
original STEM recommendations, or indicated changes in specifications of supply 
items, are adjusted by communication with the field. To insure a dovetailing of 
the evolving program with the development and implementation of over-all 
United States policy in the area, ECA/Washington regularly exchanges informa- 
tion with the Departments of State and Defense and meets with representatives 
of other agencies on particular questions as required. 


E. AGENCIES FOR JOINT COORDINATION AND PLANNING WitH RECIPIENT 
GOVERNMENTS 
1. Burma 
Burma Economic Aid Committee, consisting of representatives of principal 
Burmese ministries concerned with United States aid. Meets twice monthly 
with principal STEM officers for planning, clearing, and coordination of projects. 


2. Indochina 


A. In each of the Associated States—Vietnam, Laos, and Cambodia—there is 
a Committee on American Aid, consisting of representatives of the principal 
ministries concerned. The Chief of STEM meets from time to time with these 
committees. In Vietnam, there are three regional subcommittees on American 
aid, one each for north, central, and south Vietnam. 

B. Committee to Administer the Commercial Import Program consists of 
representatives of each of the Associated States, France, and STEM. 


3. Thailand 


The Thai Technical and Economic Committee, consisting of representatives 
of STEM and of the several Thai ministries concerned with technical and eco- 
nomic aid (Chairman, the Governor of the Bank of Thailand), engaged for the 
most part in coordinating and planning technical assistance operations. It does 
not go beyond this to the field of planning economic development. This Com- 
mittee has subcommittees in several functional fields, such as health, agriculture, 
transportation, ete., on which STEM representatives sit with Thai officials and 
U. N. representatives, 


4. Indonesia 


There is an interdepartmental Coordinating Committee for Foreign Aid, com- 
posed of representatives of the various ministries concerned with economic 
matters and chaired by the head of the Coordination Bureau for Foreign Aid 
established in the Ministry of Foreign Affairs. All projects requiring foreign 
assistance must be submitted to this committee, and thereafter are subject to 
formal approval by the Economie and Financial Council, a top-level interde- 
partmental body consisting of the heads of ministries concerned with economic 
matters. STEM maintains close contact with the chairman and individual 
members of the Coordinating Committee and the Council. 

6. Philippines 

In the Philippines, STEM deals with the Philippine Council for United States 
Aid, on which are represented the highest economic and financial officials of the 
Philippine Government. All projects must be approved both by this committee 
and by STEM. STEM, therefore, works closely with this committee, with its 
several members, and with its permanent staff. 

6. Formosa j 

A. Economie Stabilization Board: Consists of heads of principal ministries 
concerned plus representatives of the Chinese military. ECA Mission, MAAG, 
and United States Embassy representatives attend meetings as observers. Board 
has a variety of subcommittees and working groups on special subjects.. Board is 
becoming principal economic planning agency for Government. 


94756—52——-44 
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F B. Taiwan Joint Committee on United States Aid: Consists of representatives 
of ECA mission and of CUSA (Council on United States Aid) meeting under 
chairmanship of the Governor of Formosa. (CUSA itself consists of heads of 
en Jet ministries concerned with United States aid, and has a permanent staf?). 

his committee is concerned exclusively with the planning and administration of 
projects involving United States aid. 

C. Joint Commission on Rural Reconstruction: Consists of three Chinese 
members (one of whom is chairman) and two United States members (one of whom 
is Chief of ECA mission). JCRR jointly plans and operates in field of rural 
reconstruction. 

+ D. Joint ECA-CUSA Committee on Reconstruction and Rehabilitation: 
Studies industrialization projects with a view to coming up with recommendations. 

E. Taiwan Productive Enterprises Committee: This is a Chinese committee that 
screens all requests_for foreign exchange. ECA mission representative works 
closely _with it. 


F. Size or ECA Arp In RELATION TO SouTHEAST ASIAN EcoNoOMIES 


(A) The amounts of ECA aid for which authorization of funds was requested 
for fiscal year 1952 are as follows (in millions of dollars): 


1. Formosa 90. 0 
2. Philippines .4 
3. Indochina 9.3 
4. 
5. 
6 


Certain rough measures of the relative size of proposed ECA aid to the recipient 
SEA countries are provided by comparing the amounts of aid with estimates of 
population, national income, total government expenditures and total imports 
of goods and services from all sources. It is likewise of interest to compare esti- 
mated imports from the United States resulting from the proposed ECA aid pro- 
grams with estimated total imports from the United States. These data are 
presented in the following tables. 

(B) ECA aid per capita.—Using population estimates for 1951 presented in 
ECA’s Far East Data Book, per capita aid is as follows: 





Population | Per capita aid 
(in millions) | (in dollars) 


(1) 
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(C) ECA aid related to national income.—Using latest U. N. and ECA (FEPD) 
estimates for national income, the ratio of aid to national income is as follows: 





Ratio of aid 
to national 
income ! 


Per capita 
income ? 


| 

| National income 
| (millions) 
| 


(1) 





Ea ae OURS ome Hm wer nee ee SS! j2. (1951) 
<5 RRR: ea er om IRE Ooi eS v8 3S , 266.0 (19524) 
IN at cae 2s dp cum apnk koduomadumeouaatiegiae 5.0 (1949) 
. Burma | .0 (1949) 
OS SS SRS ee eee eee adi i .0 (1950) 


: Thailand ; 0 (1951) 
41, 570.0 











! Figures in (A) di,iled by column 1, § Fiscal year. 
2(C) (1) divided by (B) (1). ‘ United States of America (1950). 
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(D) ECA aid related to government erpenditures—Based on ECA (FEPD) 
estimates of current fiscal year government expenditures, the ratio of aid to 
expenditures in recipient countries is as follows: 
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(1) (2) 


Government ; i 
budgctary povsoey ~-ng 
expenditures (percent) 


(in millions) 


(in millions) 


(1) (2) 
Government | Ratio of aid to 
expenditures | ¢xPenditures 

(percent) ! 

















. Formosa---.---- $152.7 58. 
. Philinnines___- 306. 2 Te: 
. Indochina -- - . 332.4 8. 




















9 || 4. Burma __.____. 
6 || 5. Indonesia_____ 
8 || 6. Thailand_-____- 





163.3 
795. 3 
168.0 
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(E) ECA aid related to total imports of goods and services—Based on ECA 
(FEPD) balance of payments forecasts for fiscal year 1952, the ratio of ECA aid 
to total imports of goods and services in recipient countries is as follows: 









(1) (2) 





Estimated total 
imports of goods} Ratio of ECA 
and services | aid to total im- 
(outpayments | ports of goods 
on current and services 
account in (percent) 
millions) 


Est 


imports of goods 
and services 
(outpayments 
on current 
account in 


(1) 
imated total 


millions) 





Ratio of ECA 
aid to total im- 
ports of goods 
and services 
(percent) ! 





(2) 























1, Formosa.__.--- $168.0 53.6 
2. Philinrines___- 670.4 5.3 
3. Indochina. -- -- P 4.9 

















4. Burma..______- 
5. Indonesia__-_. -- 
6. Thailand ---___- 








203. 9 
932. 0 
328.9 















7.1 
8 
2.1 

















States.) 


(F) Ratio of ECA commodity aid procured in United States to total commodity 
importi from United States.—(These ratios suggest the extent to which the claimant 
function for the southeast Asian countries is directly bound up with the ECA aid 
program: where the ratio is high, procurement for the ECA program, as such, 
represents the bulk of the particular country’s claimant problem in the United 
Using estimates of total commodity imports from the United States 
by recipient countries based on the pattern of 1950 imports, and estimates of 
ECA commodity aid procured in the United States based on the procurement 
pattern in fiscal year 1951, the ratio of ECA commodity aid procured from the 
United States to total commodity imports from United States in fiscal year 1952 
is as follows: 





(1) 


Estimated total 
commodity 
imports from 
United States 
fiscal year 1952 
(in millions) 


(2) 


|Estimated EC A 
commodity 
aid procured 
in United 
States fiscal 
year 1952 (in 
millions) 










Ratio: 
(2) to (1) 
(percent) 
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RECAPITULATION 


Order of magnitude of ECA aid to southeast Asian countries 








(1) (2) (3) (4) (5) 
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F. ANNEx—Nore on Excuancs Rates Usep In CONVERTING LocaAL CURRENCY 
To UNITED States DOoLuars 







In various papers prepared for the congressional presentation (on local costs, 
budgets, balance of payments, etc.) the following exchange rates have been used 
in converting from local cost figures to dollars: 

Burma: Rupee= $0.21; United States dollar=4.8 rupees. 

This is the official exchange rate at which foreign exchange transactions occur. 
The dollar equivalent of counterpart deposits is calculated at this rate. 

Indochina: Piaster=$0.048; United States dollar = 20.7 piasters. 

This is the official rate and the rate at which the dollar equivalent of counterpart 
deposits is calculated. The free market rate for piasters fluctuates widely and 
actively over a range two or three times the piaster-dollar official rate. 

Indonesia: Rupiah=$0.088; United States dollar= 11.43 rupiah. 

This is the effective rate for imports in Indonesia. There is an export rate of 
7.6 rupiah to the dollar, and an official rate of 3.8 rupiah to the dollar which for 
all practical purposes is inoperative. Domestic prices reflect the 11.43 rate. The 
11.43 rate is used in calculating the commensurate value counterpart obligation. 
In the national income and balance of payments calculations for Indonesia, the 
official rate has been used only where the original local currency figures already 
made explicit allowance for the value of foreign exchange certificates. In other 
cases, the 11.43 rate was used. 

Philippines: Peso= $0.50; United States dollar=2 pesos. 

This is the official rate. At the end of August 1951, the black-market rate was 
about 2.7 pesos to the dollar and has been relatively inactive in recent months. 
The commensurate value counterpart obligation is calculated at the official rate, 

Thailand: Baht=$0.047; United States dollar=21.1 baht. 

This is the approximate free market selling rate. The dollar equivalent for 
counterpart deposits is calculated at the free market rate. The official rate is 
12.50 baht per United States dollar. 

Formosa: Nationalist tael dollar=$0.065; United States dollar=15.46 Nation- 
alist tael dollars. 

This is the ave: age free market rate for 1951 (assuming that the rate in the second 
half of 1951 remains at the level of the second quarter of 1951), and contrasts with 
the official rate of 10.3 Nationalist tael dollars to one United States dollar. The 
free market rate reflects better than the official rate the actual cost of living, in- 
cluding the domestic prices of imported goods in Formosa. For 1950 figures, the 
rate of Nationalist tael 10.3 to United States $1 was used; this was the average 
free market rate for calendar 1950 as well as the official rate in the last half of 
the year. 

In deciding on an appropriate exchange rate for each of the countrics, an 
attempt has been made to use that rate which reflects domestic prices, including 
the domestic prices of exported and imported commodities. In cases, e. g., such 
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as Formosa, where import transactions take place at an official rate which is more 
favorable to the local currency than the free market rate, domestic prices of im- 
ported goods generally reflect the free market rate. In this case importers’ profit 
margins are kept high through exchange and import control. This is the reason 
why the free market rate has been used in Formosa and Thailand. In Indochina 
the official rate has been used, although this is conceptually inconsistent with the 
foregoing reasoning. 

G. Sourneast Asta Procrams: Sratus or Funns as or June 30, 1951? 

As shown in table 1, $157,318,000 was obligated in fiscal year 1951 for program 
expenses in southeast Asia, Philippines, and Formosa. This was equal to the 
full amount available for those programs. (Of this total of funds available, it 
should be noted that $71,384,000 only became available in the final quarter of 
the fiscal year, most of it for Formosa and the new programs in the Philippines. 
Of this amount, $41,680,000 was made available for Formosa in the latter part 
of June.) 

Table 1 also shows that, as of June 30, reported program expenditures amounted 
to $28,882,450, leaving unliquidated obligations in the amount of $128,435,550. 

However, as shown in table 2, the estimated total value of arrivals as of June 
30 was $43,009,380. Because of a lag in reporting a large part of expenditures 
to ECA (in particular, because 90 days or longer customarily elapse after a trans- 
action occurs before ECA obtains documents from Emergency Procurement 
Service), only $28,882,450 had been officially reported as expended by that date, 
but reports of arrivals received by ECA/Washington from the field indicate that 
additional shipments to a value of $14,126,930 had actually reached their des-~ 
tination. 

In addition, shipments to a value of $5,057,271 were en route and items under 
contract but not yet shipped amounted to $22,291,044, making a total physical 
pipeline of $27,348,315 (not reported as expenditures). Thus, goods arrived 
plus goods in the physical pipeline on June 30 amounted to $70,357,695. 

The value of commitments made but not yet contracted represented the differ- 
ence between total funds available, $157,318,000 (of which $71,384,000 was made 
available in the fourth quarter) and $70,357,695, or $86,960,305. 

The amounts included in this category of $86,960,305 represent commitments 
to the recipient governments, which they and ECA necessarily take fully into 
account in developing plans and programs. ECA is not in a position to cancel 
or change these commitments without agreement on the part of the governments 
concerned. Moreover, the carrying out of projects such as those of which ECA 
programs in the Far East consist, and the process of orderly advance planning 
which ECA is endeavoring to help those governments to establish, put a high 
premium on not upsetting firm commitments such as these at a later date. 


Taste 1.—Statement of unliquidated obligations of fiscal year 1951 programs funds 
by country shown in 2 parts, as of June 30, 1951 


Part 1.—Statement of unliquidated obligations by country, arrived at by subtracting the reported 
expenditures from the obligations. 




















oaks Reported ex- | Unliquidated 
Obligations penditures obligations 
RU a Fac et 1 $157, 318, 000 2 $28, 882, 450 3 $128, 435, 550 
A a eS Se A ee Sena a 10, 774, 000 251, 525 10, 522, 475 
| BRR EIDE 2° Shh aE a RE ES Dies 92, 621, 000 24, 559, 517 68. 061, 483 
OR Sat a at Gas ba eee ee =: 21, 828, 000 3, 033, 975 | 18, 794, 025 
ea ee ar pee eae Se IES LORE 7, 973, 000 | 200, 403 | 7, 772, 597 
SO SERRE Ae RO ORR RS Oe, SR 15, 000, 000 | 15, 000, 000 
vi. lO ARIS. 23. Bnet bien a ies teat Ze 8, 876,000 | 679, 030 | 8, 196, 970 
} | 








1 Includes $34,000 MDAP funds for Indochina and $246,000 unallocated 





§ Excludes administration. 


rogram funds obligated under 
an agreement between ECA and the Federal Security Agency (U. 8. Public Health Service). 

1 Includes $158,000 against obligation of $246,000 under agreement with U. S. Public Health Service. 

3 Includes $88,000 against obligation of $246,000 under agreement with U. S. Public Health Service. 





z 
a 
wl 
5 
: 
Ps 
= 
Ry 
ey 
P 
nD 
os 
= 
fa 
a 
— 
~ 


*(s0TAJog YIBEH O[qnd °g 'Q) Aouedy AjlIndeg [BOpog PuBw YOY JuIurV019e ue JopuN pepes[qo spunj uress0sd po}voorf[eun Y00'9bZ$ SOPNfoUy] ¢ 
‘eo Alog 4I189F ONGNd “§ “A WIA JUOUTVEITe JOPUN OO'9HT$ JO UOTVSI[GO JsUTBZB QOO' SST SOPNfoUy ¢ 
‘al Adog 4380 OGnd “§ “ YIM 4uoMIVIIIe JopUN 000'9FZ$ JO UOIZVSI[GO Jsulese QOO'S8$ SepNfoU] + 





698 ‘E22 ° 
6r ‘201 ‘eI 


OIL ‘6zb % 
000 ‘Soe 


‘Ze 
$90 ‘86% ‘E 


0£0 ‘629 
0 


£0F ‘002 
$26 ‘£80 ‘e 
LI ‘699 ‘bz 
GZS ‘1SZ 


EO ‘BES ‘g 


961 ‘268 
£ZL ‘99T 


208 "$90 '% 


026 ‘961 ‘8 
000 ‘000 ‘ST 
920 ‘F6L ‘ST 


£8 ‘190 ‘89 
GLb ‘ZS ‘OT 





S08 ‘096 ‘98$ 


O8E ‘600 ‘EFS ¢ 


OSF ‘288 ‘8Z$ ¢ 


Gt SLE ‘IPS 1 


086 ‘9Z1 ‘FITS 1 


12z ‘290 ‘S$ 


FO ‘162 ‘Z2$ 


OSE ‘SEF ‘SZI$ 1 


pueyleq., 
sourdditiyd 
eisouopul 
sulqoopuy 





(q) snuyur 
(Vv) warnjoo 
paqoe13U00 yah 
jou 3nq epeur 
$}U9 UT}! UrUT0O 
JO on[BA 


(H) uurmjop 





ad) pus 
(qq) suurnyjoo 
STBATIIB [8403 JO 
ON[VA Po PBUIIs| 


(D) uumnjoo 





sainjipuodxe 
poyiodey 


(4) uumyog 





(a) pus ‘(9) 
*(q) Suarnjoo 
soinjipusedxo 
se puv}t0ded Jou 
$}U9 W131 UTUT0O 
peq}oe1jU00 
JO on[Ba [BJO], 


(q) wurnfo9 





som jpuedxo 
se peqiodes you 
qnq WoNsurysep 
48 POAlUB 
qyusuidinba pus 
sal[ddns Jo on[va 


(q) uamjog 





somjipuedxe 
SB peysodeal you 
qnq Uoljeul}sep 
0} ognol ue 
qyuourdinbe pus 
soijddns jo onjvA 


(Q) wumjoo 


soinjrpuedxe sv 


OPBU $30B13000 
jo on[eA 


(q@) uamjoD 





pojiodeas you jnq 





sSUuo}}ezZI[qQo 
Poyepinbyyuy 


(V¥) durnjop 








STBAIIIG [8101 JO ON BA PoyeUI!sa (4) ‘soingrpuadxe paeysodas (7) *((q_) puw *(Q) '(q) SULUNOo) sounjIpusdxe se pey1Odod JOU S}UBUI}/UIUIOD PojIBI}UOO JO ONT BA [BI0} ( 
88 poq10del JOU Inq UOIYeUTsep 4B poate yusuIdInbe pus satjddns Jo on[ea (qq) ‘seinjrpuedxe sv poyoded you ynq UOMBUTYSep 0} 8ynNOl US YUOUIdINbe pus saddns Jo on[ea (O) 
soinjipuedxe se pezsodes Jou Jnq opeUl $4081} U09 jo ON[eA (q) ‘SUOTIeZI[GO poyepInbiyun (y) suUUIN{OO oyeledes Ul JuLMOYsS AAQUNOOD Aq SUOT{BSITGO poyepinbiyun Jo yueureywig— Z vd 


*((q) WaInyjoo snutul (¥) WuIn[oo) peqoe1} U0 4aA JOU JNq OpBUT s}MOTM}I MIMI Jo on[BA (#{) ‘((q) PUB (q_) SUUTNIOO) 


) ‘somyrpuedxe 


Ig6I ‘og aung fo sv sjivd g ur unoys fsjunoo fiq spunf wosboud [og] svafi poosyf fo suorpbygo pajopinbyun fo Juawawig— Z aay, 











FEDERAL SUPPLY MANAGEMENT 673 





H. Summary—Tyre or PRocuReMENT, Fiscat YreAR 1951: Division BETWEEN 
GOVERNMENT AND COMMERCIAL 










From fiscal year 1951 procurement authorizations for commodities and services 
amounting in total to $157.1? million for southeast Asia, the Philippines, and 
Formosa, the Division of Statistics and Reports has compiled tables showing that 
commodities to a total value of $107.3 million were procured through United States 
Government agencies and that $44.1 million represented commercial procure- 
ment. The distribution of totals by country is as follows: 






Procurement by type, June 5, 1950-June 30, 1951 
(Thousands of dollars} 


























































| 
Commodities and services | Commodities | Services 
| 
ou: &: | - | lw; 8. | 6 U.8. | 
overn-| Com- | overn- om- Toate Govern-} Com- 
Total ment | mercial | Total ment | mercial Total ment | mercial 
agencies | | | agencies agencies 
> | 
4 92, 621 64, 427 28,194 | 91,416 63, 938 27, 478 1, 205 489 716 
3 7, 973 3, 725 4,248 | 7,055 | 3,614 3, 441 918 lll 807 
; 10, 774 9, 804 970 | 9, 298 9, 298 0 1, 476 506 970 
‘ 21, 828 13,350 | 8,478 | 21, 542 13, 064 8, 478 286 286 0 
: 8,876 | 8, 688 | 188 | 8,054 | 7,926 128 822 762 60 
; 15,000 | 10,405 | 4,595 | 13,975 | 9,410) 4,565] 1.025 995 30 
3 DMB scrccsican (1157. 072 | 110,399 | 46, 673 | 151,340 | 107,250 | 44, 090 | 1 §, 732 | 3, 149 | 2, 583 
j { 








1 Excludes $246,000 of program costs, unallocated by country, obligated under an agreement between 
ECA and the U.S. Public Health Service. 












Commercial procurement of commodities and services refers to all procurement 
made through commercial channels, regardless of whether made by foreign com- 
mercial concerns or foreign government agencies. 

The foregoing estimates may somewhat overstate the proportion of Govern- 
ment procurement, inasmuch as some PA’s issued before July 1 have since been 
amended with. the effect of changing some procurement from the Government to 
the commercial category. (Transfers to Government procurement of items for 
which no Government agency was originally named on the PA are estimated to 
have been of smaller magnitude.) The precise extent of the discrepancy cannot 
be determined until purchasing is completed. 

Generally speaking, Government procurement was utilized for foodstuffs, 
textiles, medicines and drugs, most fertilizers, and most metals and machinery. 
Commercial procurement, which, as shown above was relatively heaviest in the 
Indonesia, Indochina, Philippines, and Formosa programs, covered predominantly 
such items as raw cotton, crude oil and petroleum products, nitrogenous fertilizers, 
and some metals and machinery. 

Services of a total value of $5.7 million were procured under fiscal year 1951 
PA’s, of which $3.1 million represented procurement through United States 
Government agencies. 















I, SumMary—SovurceE or Commopity PRocuREMENT, FiscaL YEAR 1951 


From fiscal year 1951 procurement authorizations for commodities amounting 
in total to $151.3 million for southeast Asia, the Philippines, and Formosa the 
United States supplied commodities to this area of a total estimated value of 
at least $66.5 million, or 44 percent of the total. The United States was listed 
as one source out of two or more alternatives on multiple-source procurement 
authorizations totaling $55.2 million, or 36 percent of the total. Therefore, the 
total amount of commodities procured in the United States could rise theoreti- 
cally to $121.7 million, or 80 percent of the total, although it is certain that the 
actual amount, when transacticns are completed, will be below this figure. The 
main sources of the remaining 20 percent of the commodities procured were 
Japan ($14.5 million), the ERP countries in Europe ($5.8 million), the Middle 
East ($4.5 million), and southeast Asia ($2.9 million). A more complete break- 
down of this tabulation by country programs is included below. 
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The principal commodities procured in Japan were iron and steel products, 
textiles, copper, electrical apparatus and transportation equipment. ERP 
Europe supplied potash fertilizer machinery, and iron and steel products. 
Petroleum products were procured from the “Middle East and southeast Asia, 
while the latter area supplied sugar and rubber as well. The principal commodi- 
ties procured under multiple source procurement authorizations were fertilizer 
($21.5 million) textiles ($6.0 million) petroleum products ($4.7 million), and 
iron and steel mill materials ($4.4 million). 


J. PrRocuREMENT oF Scarce CommopitTies, By KiInp aNnp Source, Fiscan 
Year 1951 


Of the total amount of commodities procured in fiscal year 1951, about $56.9 
million,’ or 37.6 percent, represents commodities which are in short supply in the 
United States. Of these scarce commodities at least 48 percent were procured 
in the United States, and 23.2 percent were procured in foreign countries. The 
status of the remaining 28.8 percent is uncertain, as this figure represents multiple- 
source procurement authorizations under which procurement may take place 
either in the United States or in foreign countries. 

Of certain categories of scarce materials in very short supply in the United 
States, over half have been procured overseas. These include nonferrous metals 
(99.5 percent) and electrical apparatus other than generators and motors (69.2 
percent). However, over half of all items in the machinery and vehicles classifi- 
eations have been procured in the United States. 

The detailed breakdown of scarce-item procurement is as follows: 


* Short supply items shown exclude cost of ocean freight and include commodities procured with deob- 
ligated fisca] year 1950 funds. Hence these figures are not strictly comparable with commodity total 
($151.3 million) shown in other tables. 
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Procurement of scarce commodities by kind and source, June 5, 1950—June 30, 19511 





[Thousands of dollars] 











| | . | 

| pee Multiple | 

| United States| source, _—|_ Off-shore pro- 
procurement 3 including | curement4 
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Commodity ! | Total | United States + 

































































| 
; [Amount _ Amount| Per- | |Amount | Per- 
3g i nt cent |* wrens Ho 
. | | ! 
| 

Iron and steel mill materials_--.-..-...-.-.-.--- $11,067 | $2, 653 | 23.9 $4, 393 39.6 | $4,021 | 36.3 
a Chemical and related products §___.-.._.....-.. 7, 901 6,436 | 81.4 1,207 | 15.3 258} 3.2 
B Lumber and lumber manufacturing----__-____-- 2, 502 9 .4 2,385 | 95.3 108 | 4.3 
4 Nonferrous metals and products_-.......-...--- 2, 108 9 .4 1 “i 2,098 | 99.5 

Machinery and equipment.__--._--...----.-- 8, 260 4,645 | 56.2 3,422 | 41.4 193 2.3 

Electrical apparatus except generators and 
N Ee ett hohe has coe diedondebuiadecancese 3, 660 256 6.9 871 | 23.9 2, 533 69. 2 
E Generators and motors...........---.---------- 1, 350 961 | 71.1 140 | 10.3 249 18.4 
y Terie A TOON «on nn is eee sne sa eenes 936 480 | 51.2 74| 7.9 382 | 40.8 e 
a Industrial machinery N. €. c.--.-..---..----.-- 4, 345 1,961 | 45.1 | 1,551 | 35.6 833 19.1 
a Agricultural machinery saaeti tractors....____- 877 542 | 61.8 | 238 | 27.1 97 11.1 
4 TYAN AOEe SID) ois oi ck dies <p Wacee nus 746 340 | 45.5 | 338 | 45.3 68 9.1 
S Motor vehicles and equipment. . oaseen 5, 512 3, 769 | 68.3 | 1,335 | 24.8 408 7.4 

Scientific and professional instruments._______- 4, 214 3, 201 | 75.9 | 438 | 10.4 $675 | 13.7 

Miscellaneous iron and steel] manufactures... _- 3, 450 2,028 | 58.8 | 32 9 1,390 | 40.3 

hn Riicind peieiieminbidubiomhteinataidnie ia 56, 928 27, 290 .0 25 .2 












1 Short supply items shown exclude cost of ocean freight and include commodities procured with deobli- 
c gated fiscal year 1950 funds. Hence these figures are not strictly comparable with commodity total ($151.3 
a million) shown in other tables. 
3 1PA’s listing United States as exclusive source. 
4 + PA’s listing United States as 1 of 2 or more alternative sources. 
4 4 PA’s listing foreign countries as exclusive sources. 

§ Medicinal and pharmaceutical preparations represent 63 percent of this category; pesticides represent 
another 19 percent, 









K. Estrmmatep Loca Costs or ECA Procrams 1n SovurHeast AsIA, FIscan 
Years 1951 anp 1952 








1, LOCAL COSTS 






Dollar aid figures represent only one dimension of the ECA country programs 






a in southeast Asia.‘ Another, and growing dimension, consists of local costs—the 
. local resources mobilized by the recipient economies. In fiscal year 1951, esti- 
: mated local costs connected with projects for which dollar financing is being sup- 





plied by ECA in southeast Asia amounted to the local currency equivalent of 
$49.5 million. In fiscal year 1952 the corresponding local cost estimates total 
$154.4 million. 

The attached tables give the local costs for fiscal years 1951 and 1952 and the 
individual country figures by major project category. 










2. SALABLE COMMODITIES FOR MAINTAINING ESSENTIAL SUPPLY 






Importing commodities for sale in the recipient countries represents a means of 
E lightening the local cost burden on the recipient governments. For example, the 
4 program for fiscal year 1952 in the Philippines for which authorization of funds 
was requested includes a figure of $18.2 million for maintaining essential civilian 
and industrial supply by importing supplies and equipment for sale to private 
business and consumers. The funds thereby realized will help to raise part of 
the local funds required for projects whose dollar costs are being financed in whole 
orin part by ECA aid. Total imports of saleable commodities for the six countries 
receiving ECA aid in southeast Asia were $85.9 million in fiscal year 1951 and are 
calculated at $89.4 million in fiscal year 1952. This is in addition to common-use 
items supplied to Formosa in fiscal years 1951 and 1952. -~¢q 

For both 1951 and 1952, by far the largest share of the salable imports is con- 
centrated in Formosa ($65 million in 1951 and $54 million in 1952). Indochina 
and the Philippines receive nearly all of the difference between the total salable 
















; F ae “1 1952 dollar cost figures used in this paper correspond to requested authorizations (tables of 
uly 51 
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imports and the amounts going to Formosa because, in these countries (as in 
Formosa), fiscal, foreign exchange and other factors make it extremely difficult 
for the recipient governments to obtain the required local currency without gener- 
ating severe inflation. 


3, COUNTERPART ARRANGEMENTS FOR MEETING LOCAL COSTS 


(a) Provisions of bilateral Economic and Technical Cooperation Agreements 


In terms of operational mechanics, local costs are, in the first instance, usually 
met from counterpart funds. The Economic and Technical Cooperation Agree- 
ments with Formosa, Philippines. and Indonesia provide that these countries will 
deposit in the counterpart account the full commensurate value of dollar aid 
calculated in local currency at the appropriate exchange rate.6 In Burma, Thai- 
land and Indochina the terms of the bilateral agreements provide for mandatory 
deposit of all revenue accruing (i. e. sales proceeds) to recipient governments from 
the sale of import of ECA commodities, with additional deposits up to commen- 
surate value subject to call by the United States if needed for expenses incident to 
the assistance program. It is presently intended in accordance with practice to 
date, to limit requests for counterpart deposit in Indochina to sales proceeds and 
to require full commensurate value in Thailand. In Burma counterpart deposits 
will be requested up to a point somewhere between sales proceeds and commen- 
surate value.® 


(b) Sources of counterpart deposits 

Apart from sales proceeds, the major source of counterpart deposits is the budget 
of the depositing country. In the case of Indochina, a deposit of 20 million 
piastres (about $1 million) in the special counterpart account was made through 
a loan from the 5 percent French account. In the case of Indonesia, approximately 
500 million rupiah (currently figured at about $47 million), deposited in the 
Netherlands’ counterpart account in Indonesia for aid extended before the transfer 
of sovereignty in December 1949, is being transferred to the Indonesian Govern- 
ment’s counterpart account. In addition, transfers from the United Kingdom and 
French 5 percent counterpart accounts have been used to acquire administrative 
supplies and equipment for STE M’s in Burma, Indochina, Indonesia and Thailand. 

7. 


The following points should be noted in connection with the attached country 
tables on local costs, which are based on information received from the field: 

(a) Except for Formosa, local cost estimates for fiscal years 1951 and 1952 
eimmerese refer, in general, to requirements for projects on which dollars have 

een or will be obligated in the corresponding fiscal year. For example, if dollar 
funds have been obligated for a road building project in fiscal year 1951, the local 
costs required for the project will be listed as local costs for fiscal year 1951 even 
though actual disbursement may not be made until some time in fiscal year 1952. 
In the case of Formosa, local cost estimates are based on actual expenditures within 
the fiscal year in question rather than on requirements associated with the dollar 
obligations listed in the fiscal year program. (Uniformity of accounting procedure 
ay costs will be accomplished through a presently pending instruction to the 

TEM’s.) 

(b) Except for Indochina, local costs in the attached tables are always associated 
with ECA dollar expenditure. In Indochina, for category 5 in fiscal year 1951 and 
eategory 8 in fiscal vear 1952, local costs are listed without corresponding dollar 
costs. In these cases, ECA is participating in the projects solely by contributing 
local cost financing. 

(c) The Indonesian local cost figures do not include utilization of the 500 million 
rupiah in the counterpart account from aid extended to Indonesia before the trans- 
fer of sovereignty, with respect to which the Indonesian Government and STEM 
are now preparing plans. 

(d) The unusually high ratio between local costs and dollar costs in some cases, 
e. g., Thailand, category 4 for fiscal year 1952, is largely due to the fact that in 
these cases ECA is providing technical assistance only, with other foreign exchange 
costs being met by the recipient government. 


* In the case of Formosa the time for deposits is left to the discretion of ECA. 

* The commensurate value of United States aid, for the purpose of calculating the counterpart deposit 
obligation of recipient governments, should be construed as excluding the doliar value of technical services 
supplied to the southeast Asian governments. After consultation with NAC, ECA has decided to waive 
such deposits in the interest of promoting the technical assistance phase of the programs in southeast Asis. 
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(e) Except where otherwise stated, local currency estimates have been con- 
verted into dollars on the basis of exchange rates specified in the annex to paper 
F (see pp. 19-20 above). 





Summary— Estimated total local and dollar costs of ECA programs in southeast 
Asia, fiscal years 1951 and 1952 


{Millions of-United States dollars] 















Fiscal year 1951 





Fiscal year 1952 












Dollar 
costs 


Local 
costs 










Dollar 
costs 


Local 
costs 















































F Ss i oxins ah Se 8. 954 90.0 39.195 
2. Philippines RE ard font cog Ee te 15. 000 6. 925 35.4 40. 680 
3: INNS ce isk 5. Sa. ae re 21.828 | 13.212 29.3 14.390 
F Oh Fed is occ kewcsidame gerebinanai aude Wah aire nekie Uubosmee | 10. 774 5. 458 14.5 21. 605 
E iil a RU 8 EY ll I a OD | 7.973| 1.860 8.0 4. 968 
i 6 EUs sectoral ccc cuseSasceces 7 7.0 33. 578 

| a hae ARSAL esate 2 aes SS eee EN Ree One, Or eer | 1157 072 49. 466 184.2] 154.416 








1 11 Excludes ae of program costs, unallocated by country, obligated under an agreement between 
ECA and the U. 8. Public Health Service. 













Formosa—Local costs by major project category, fiscal years 1951 and 1952 





{In millions of United States dollars]! 











Fiscal year 1951 | Fiscal year 1952 


























Major project category 
Dollar Local Dollar Local 
costs costs costs 2 costs 
1. Emergency relief. --..........-.-.-.-- Rp ete eres ere me see 0 Ae 0 0 
SP EE ini ark bien dansk coke at ape ah Siete cats a kaseaomeel . 068 . 250 1.12 . 600 
3. Agriculture, forestry, fisheries...._..._____- Meg ee RI . 334 1.970 1.95 6. 000 
4. Transportation, power, other ire WONEN 5 <ceenccsnncc as 12. 077 3. 000 12.89 24.175 
5. Handicraft and manufacturing, mining, other esac aise 1. 704 . 500 5.82 3.000 
6. General engineering adv@ory services_.............-.--- Tap . 884 166 . 80 . 250 
a uo adeieibieacmes .019 . 068 -05 . 100 
©, PUR IRIN io ok ae inn ein ence nekenoesn-| . 029 0 .18 0 













Me a a ee aah ieee | 5. 954 ‘ ; 
9. Maintenance of essential supply...........--..------- bE ee, : ; 3.000 | 7. 5. 07 


ee EO POETS ERD eh nD ES ee EE 



























' Local costs converted at Nationalist tael dollar =$0.97. 
» Figures represent amounts for which authorization of funds was requested. 





Philippines—Local costs by major product category, fiscal years 1951 and 1952 








Fiscal year 1951 Fiscal year 1952 
| 




























Major project category | 
| Dollar | Local Dollar Local 
costs | costs costs! costs 
1. Emergency relief. ...- AAS CE OCIS ae Speen abet el et es 0 ea. 0 0 
2. Public health SEC ESTE te! ee ee ices as widgothoatin aie . 596 | .191 2. 25 4.77 
3. Agriculture, forestry, OOO Ara Sapa ge ae a 2. 722 2. 422 10. 05 25. 146 
4. Transportation, power, other public works. - ares 3. 633 3. 832 3. 45 9. 250 
5. Handicraft and manufacturing, mining, other industry. cao: 77 | . 282 . 450 . 160 
6. General engineering advisory services. -_...--...-..-.-------- 0 } 0 0 0 
7, SS cid both cic cpennStnacs y She RSE aL aaa . 218 | . 198 . 50 1.350 
8. Public administration.........-...---.--- ite a nae .375| 0 50 0 
SPUe ene MONINOND 52d. dae oecenenn oes 8.322} 6.925 17. 20 40. 680 
9. Maintenance of essential supply (salable commodity imports | 
IE MII N ioe di issn na cenan neta ncaawn stan sabes i, RANT, i ie ae Sait aoe 












Eee, ENE Mae i ere me eee res 








oo ES ia" aa 








‘Figures represent amounts for which authorization of funds was requested. 





678 FEDERAL SUPPLY MANAGEMENT 


Indochina—Local costs by major project categories, fiscal years 1951 and 1952 
(in millions of United States dollars) 





Fiscal year 1951 Fiscal year 1952 





Dollar Local Dollar Local 
costs costs costs ! costs 


Major project category 





. Emergency relief 19 ; 1.60 
. Public health 3. 7 6. 44 
Agriculture, forestry, fisheries _ ___- SEAS BRR : . 095 2.49 
Transportation, power, other public ‘works__ 

. Handicraft and manufacturing, mining, other industry 
General engineering advisory services 

. Education 

. Public administration 











Sono mm Ss Hom 





Total project categories | 
. Maintenance of essential supply (salable commodity imports 
financed by ECA) 





Grand total 





1 Figures represent amounts for which authorization of funds was requested. 


Burma—Local costs by major project category, fiscal years 1951 and 1952 


(In millions of United States dollars) 





| 
Fiscal year 1951 | Fiscal year 1952 





Major project category Doll Local | Doll 
ollar a. omer 
costs costs costs ! 





1. Emergency relief 

2. Public health 

3. Agriculture, forestry, fisheries ___- 

4. Transportation, power, other public works.___- Ai ney 
5. Handicraft and manufacturing, mining , other industry 

6. General engineering advisory services_...............--....-. 
7. Education : ; 

8. Public administration 








Total project categories 8. 
9. Maintenance of essentia ul supply (salable commodity imports 
financed by ECA)--- | 2 





Grand total 10. 774 





1 Figures represent amounts for which authorization of funds was requested. 


Indonesia—local costs by major project category, fiscal years 1951 and 1952 


{In millions of United States dollars] 





Fiscal year 1951 | Fiscal year 1952 





Major project category 
Dol ar Local Dollar | Local 
costs costs costs ! costs 





1. Emergency relief 

2. Public health 

3. Agriculture, forestry, fisheries 

4. Transportation, power, other public works. 

5. Handicraft and’ 1anufacturing, mining, other industry _- 
6. General engineering advisory services 

7. Education 





ng 
9. Maintenance of esse rGaD supply (salable commodity im- 
ports financed by ECA 

















1 Figures represent amounts for which authorization of funds was requested. 
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Thailand—Local costs by major project category, fiscal years 1951 and 1952 
[In millions of United States dollars] ! 


























Fiscal year 1951 | Fiscal year 1952 
Major project category 
Dollar Local Dollar Local 
costs costs costs ? costs 
1. Emergency relief... ......-- Se Se 5) * Sm RRR so oe UN 0 0 0 0 
SD eer ripiniviniinn wiemacwhannesemnienaem Litas ten aiinan 2. 008 1. 092 2. 86 5. 203 
3. Agriculture, forestry, fisheries. ____- sisaleb le takana nine iaen 2.317 - 500 2. 31 2. 025 
4. Transportation, power, other public works __- ee 3. 932 11. 655 - 25 25. 850 
5. Handicraft and manufacturing, mining, other industry - pil 4 . 619 . 305 .65 . 500 
6. General engineering advisory services_.............-..--....- 0 0 0 0 
7 Ria op Konig ats abelp amr’ ERE FE SE I, 0 0 93 0 
EET GE eer nee anne 0 0 0 0 
Titel. rciect matemeriee ss once cetan ne 8. 876 13. 057 | 7.00 33. 578 
9. Maintenance of essential supply-_-..-.-.--....-.-- snietaleumiedic 0 0 0 0 











1 Local costs converted at 1 baht equals $0.05. __ 
3 Figures represent amounts for which authorization of funds was requested. 


L. Summary: Far East Locat Currency Counterpart Funps, Jury 31, 1951 


The attached two tables present a summary of the status of counterpart funds 
at the end of July, 1951. 


TaBLeE I.—Status of Far East local currency counterpart funds as of July 31, 1951 


[Dollar equivalents of local currencies, in thousands !] 











1 
tnars | Available | Withdraw- 
Country Deposits 3 United {for country; _ als for Balance 

Rie sa use jcountry use 
TB ein Stic bine cabbie adie deus $60, 259 $1, 401 $58, 858 $18, 484 $40, 374 
Te CERES ERT ANT Sea OS one Maple eee 47,794 906 46, 888 14, 358 32, 530 
DP. wa a cn on cw ccbabiige been nanan cabs Ses 6, 457 3, 736 2,721 
Oe SESE aE 3, 243 162 3, 081 118 2, 963 
SEERA aaa A ae Ra ee 2, 294 111 2, 183 232 1, 951 
00 HOR SAS ree 471 222 249 40 209 
0 SIN ce sie oe oa tle s aia cod agecuc alu. wocbouceuaes ca Ee EERE SEARS V ERS? 5 Ree eae 























1 Local currency figures converted to dollars at exchange rates stated in annex F, pp. 19-20 

2 Deposits include advances by governments and loans from ERP 5 percent French counterpart (for 
Indochina) as well as regular deposits. 

3 Excludes counterpart funds account on China mainland prior to Communist take-over. 

4 Excludes 511.7 million rupiah (equivalent to $47.2 million at present rate of exchange) deposited to match 
aid furnished Indonesia from European program funds. 
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Table II shows the approvals to withdraw counterpart funds classified by major 
project category for the individual countries. 


Tas.e I1.—ECA approvals for withdrawal of Far East counterpart funds as of July 
31, 1951! ; 


[Dollar equivalents of local currencies, in thousands 2] 





Indo- 


china Burma Thailand 


| 
| Total | Formosa 





———— 


Total_...._.. Lenu-cscereee----| $23,018 | $14,358 | $8,239 $232 
(1) Agriculture, forestry, and fisheries a 9,111 38, 2: 862 3 
(2) Transportation, power, and other | 

public works ; s Deseied 5, 513 | 1, 00! 4, 395 
(3) Handicraft, manufacturing, mining, | | 

and other industry- ee Se 3, 281 | 3,2 55 
Ci) Ds is oc 1, 930 | ; 1, 541 
(5) Emergency relief ee, 767 | | 604 | 
(6) General engineering advisory services 662 | aeeang cary aeafeet 
7) Public administration iciinbdeasi ele 510 |_. 510 
(8) Education __- : nae -| 279 272 
(9) Unclassified, miscellaneous, and | 

ethene... 4c ete : adele’ 








965 5 i ae 














1 Excludes funds released on the China mainland prior to Communist take-over. Approved withdrawals 
for Indochina and the Philippines exceed the actual withdrawals reported in table I. 

2 See annex F, pp. 19-20, for exchange rates used in conversion. 

+ Includes JCRR. 


M. RELATION oF ECA Far East ProGraMs To AcTIvITIES OF Unrrep Nations 
AGENCIES AND TO COLOMBO PLAN 


I. SPECIFIC PROJECTS IN WHICH ECA-U. N. COOPERATION IS UNDER WAY (AS OF 
JUNE 30, 1951) 

A. Burma 

1. Livestock disease control: Project being worked out jointly between ECA, 
FAO, and the Government of Burma. 

2. Cottage and small-scale industries: Project being developed by U. N. and 
ILO in full coordination with ECA. Plans call for U. N. technicians supported 
by ECA-financed equipment supplied to Burma Government. 


B. Indochina 


1. Malaria control project for South Vietnam (and Cambodia): Now being 
worked out. ECA to furnish Government with supplies and equipment for 
project worked out and staffed by WHO. 


C. Thailand 


1. National agricultural center for teaching, research, and extension activities 
in agriculture: Being created through joint efforts of Thai Government, FAO, 
and ECA. 

2. Animal husbandry; livestock disease control; establishment of virus labora- 
tory for production of rinderpest vaccine: ECA, FAO, and Thai Government 
cooperating on variety of projects. 

3. Forestry program comprising establishment of forestry school (with labora- 
tories), experiment stations, reforestation plantations: Being worked out, equipped 
and staffed jointly by Thai Government, FAO, and ECA. 

4. Fisheries program: ECA, FAO, and Thai Government cooperating in project 
designed to improve staffing and equipping of fisheries experiment station, and 
in other fisheries projects. 

5. Port development: Project being worked out and financed jointly by IBRD 
and ECA. 

6. US-Thai-UNESCO education program. 

D. Indonesia 

1. Tuberculosis demonstration control project: Participated in by ECA, 
UNICEF, and Indonesian Ministry of Health. 

2. Establishment, staffing, and equipping of a school of public administration : 
To be carried out jointly by the Government, U. N. agencies, and ECA. 

3. Small industry development project: Participated in by ECA, U. N 
Technical Assistance Board, and Indonesian Government. 
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E. Philippines 
1. Cottage industry development projects, involving ECA, U. N. agencies, and 
Philippine Government. 


ll, COORDINATING COMMITTEES ON WHICH ECA PARTICIPATED WITH U. N. AGENCIES 


Burma 
Burma Health Coordinating Committee, with ECA, WHO, UNICEF, and 
Burma Ministry of Health represented. Meets twice each month. 


Beh onag' 


The Thai Technical and Economic Committee (an over-all committee in- 
fe? representatives of STEM and the several ministries of the Government of 
Thailand) has subcommittees for health, agriculture, transportation, etc., on 
which U. N. agencies are directly represented. There is no over-all U. N. represen- 
tative available to sit on the main committee. 

Indonesia 

(Activities of all U. N. agencies head up in a single U. N. representative who, 
working informally with the ECA mission chief, is able to effect a measure of 
coordination.) . 


11. MEMBERSHIP OF COUNTRIES IN U. N. AND CERTAIN U. N. AGENCIES 
(AS OF MAY 24, 1951) 
daichreeptishusinatacesnnwonssinipenauntivonats - oy Pe a 


UN iL oO | UNESCO ‘FAO, WwW HO ICAO IBRD IMF i UNICEF 
‘“ penantpislea 
| 
| 





Burma x ap ... oy 
Vietnam plea aomincl sahehavenlt > 
Cambodia. - . Seen ergy ; x 
Laos | 
Thailand - 
Indonesia | | 
China....- i daa ae ) ) | 

| 


i al ol ce a ed 


Philippines. ____-- 


! Application for membership has been approved and entry is expected shortly. 
? Receiver. 
» Receiver and contributor. 


IV. PARTICIPATION OF COUNTRIES IN THE COLOMBO PLAN 


A. Commonwealth Consultative Committee for South and Southeast Asia (on long- 
term economic development) 


Vietnam, Laos, and Cambodia are the only SEA countries members of the 
Consultative Committee. To the meeting of the Committee in Colombo in 
February 1951, only Vietnam and Cambodia sent delegates. Indonesia, Burma, 
Thailand, and the Philippines were represented by observers. 

Prospects are that Burma will not join the Consultative Committee any time 
soon; that Indonesia is undecided and may or may not join; that the Philippines 
will join (they have indicated that they may do so); and that Thailand is being 
offered inducements to join and may do so. 

2. Vietnam is the only southeast Asia country that has submitted a develop- 
ment plan to the Consultative Committee; none has received aid. 


B. Council for Technical Cooperation ® (with headquarters at Colombo) 
Participation: SEA countries have been invited to become members of the 

council but none has done so. 

2. Technical Assistance offered to or received by SEA countries from Common- 
wealth: 

(a) Australia has offered facilities for training in trade promotion to Indonesia 
and Thailand. 

(6) Australia has offered training awards to SEA countries. One award has 
already been made to an Indonesian. 

(c) India has offered training courses to SEA countries in road engineering. 


* Our information on technical assistance offered to or received by SEA from Commonwealth countries 
is probably not complete, but it is clear that assistance given thus far is extremely limited. 
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M. Annex. U.N. Expanpep TEcHNICAL ASSISTANCE PROGRAMS ! IN SOUTHEAs? 
ASIA 


Estimated agency and Government expenditures for the first financial period, July 1, 
1950-Dec. 31, 1951: Projects in operation, approved, or in advanced stage of 
negotiation as of May 1, 1951 





| 
Total | 
agency | Esti- Esti- 
personnel mated mated Total 
per total local cost 
Project descriptions country agency | govern- per 
} cost per ment country, 


Countryand | 
agency 


l | country, cost, 1950-51 
| Ex- | Fel- | 1950-51 1950-51 
| 


perts | lows? 








| 
j } 

Burma: | tf | 
UN Resident representative 48, 300 25, 000 73, 300 
Forestry - - | 2 63, 970 65, 000 128. 979 
Fundamental education and teacher 3 | 40, 000 20, 000 60, 000 

| training. | 
| Maternal and child health 115,295 | 275,000 390, 295 

| U N/ILO mission on small industries. 2, 012 1,000 | 3, 012 








Total 34 | 269,577 | _ 386, 000 | 655, 577 
China (Taiwan): | Maternal and child health, venereal- 7 120, 000 168, 710 
WHO. disease control. 
Indonesia: 
U A Resident representative | 3, 2 21, 500 64, 700 
COE Agriculture and forestry - - : . 7 52, 820 53, 000 105, 820 
| Fundamental education center-- | 73, 000 36, 500 109, 500 
| Public health 39, 859 100, 000 139, 859 
Labor policy... ..--....- te 5, 000 A 500 7, 500 
Civil aviation_ an 23, 260 | 500 | __ #4, 760 











Resident representative ° | 43, 950 | : | 65, 950 
Education project _.......----- 100, 000 | § 150, 000 
Technical and workers training. Re ; 18,000 | 
Civil aviation | 2, 150 | 





164,100 | 82,000 246, 100 








Forestry _-- ; | 153,007 | 153,000 | 306. 007 
Scientific adviser q 129, 000 64.500 | = 193. 500 
National health services... -- se 108,522 | 270, 000 | 
Vocational guidance and training. - 15, O85 | 7, 500 | 

Civil aviation 13, 930 6, 500 








Total 


Vietnam: | | | 
WHO. Coordination of health programs | | 63, 298 158, 009 a 298 
ILO__..._.....-| Vocation instructor training 5, 000 2 500 7, 500 


68, 298 | 160, 500 28,7 








As distinct from programs carried on under the regular budgets of the U.N. agencies concerned. 
2 2 Include S some of the regular program. 


Source: State Department, based on information supplied by U.N. agencies. 


REGIONAL PROJECTS IN ASIA AND THE FAR EAST 

United Nations: 

1. Training center on vital and health statistics for far-eastern countries. 

2. Craft design and operation for inland water transport. 

3. Proposed pilot plant in ceramics. 

4 Expert working group on power alcohol. 

5. Conference on problems and methods of hydrological measurement. 
Food and Agriculture Organization: 

1. Asian Training Institute on Economic Appraisal of Development Projects. 

2. Asian rice hybridization program. 

3. Asian center on field experimentation. 

4. Asian training center on lumber grading. 

Asian Forestry Research Institute. 
6. Asian fisheries training center. 
7. Asian FAO/WHO nutrition training course. 
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BUDGETS OF SOUTHEAST ASIAN GOVERNMENTS 


Summary 

The most significant relationships in the attached tables, dealing with recent 
budget data of the southeast Asian governments, may be summarized as follows: 

(1) Taxes represent a very low fraction of nationalincome. Except for Formosa 
where taxes represent approximately 16 percent of national income, the ratio of 
taxes during the past two years to national income in southeast Asia ranges from 
5 to 10 percent as compared with a ratio of over 20 percent in the United States. 
The low tax-income ratio suggests the limited extent of the local resources at the 
command of the recipient governments, and underscores the problem of counter- 
part shortage and the consequent need to raise local currency by the import of 
salable commodities in some of the southeast Asian countries. 

(2) Defense expenditures in the southeast Asian budgets represent a substantial 
fraction of total expenditures ranging from about 14 percent in Thailand to about 
35 percent in Burma for calendar year 1951 or fiscal year 1952. For Formosa, 
defense expenditures represent over 60 percent of budgeted expenditures in 1951. 
Defense expenditures thus represent a substantial drain on public resources and 
a limitation on the funds available for other purposes. 

(3) Civilian capital outlay (i. e., expenditures for capital maintenance or 
expansion) represents a significant component of total budgetary expenditures 
ranging from about 10 percent in Indonesia and Thailand, to 30 percent in the 
Philippines. This relatively high ratio reflects the fact that, of the small amount 
of total capital formation in the southeast Asian countries, a high proportion occurs 
through the medium of public capital outlay. 

(4) Because of the nearly complete lack of a private capital market for govern- 
ment bonds, the means used for financing budgetary deficits in southeast Asia are 
particularly inflationary. The deficits in 1950 ranged from less than 10 percent 
of total expenditures for Burma and Thailand, to about 40 percent for Formosa, 
Central bank advances or sales of government securities to the banking system are 
the principal means of financing such deficits. 

* * * * * * x 


Except as otherwise indicated in the attached tables, the exchange rates used 
in converting local currency to dollars are those set forth in the annex to item F, 
pages 19-20. 


TABLE 1,—WSelected relationships in budgets of sea countries ! 








Defense |: 
as percent capital outlay 
of total as percent 

of total 
| expenditures 


National | Taxes 
income | as percent as percent 
(millions | 
| 
| 
| 


Deficit | | Civilian 
| 


of national of total 
income | expenditures | expenditures 


of dollars)? 








Formosa: | 


Philippines: 1949-50 - - - 
Burma: 








5. § 
10. 


8 | 10. ¢ 
3. 6 3.4 . 





Data for the Associated States of Indochina are not presented. There are 5 separate budgets in Indo- 
china; the national budgets of the 3 associated states; the common services budget; and the military 
ind other appropriations from Metropolitan France, which is larger than the 4 other budgets combined. 
Data for all of these budgets are incomplete, and for some, unavailable. Total expenditures from the 5 
budgets are estimated at nearly 7 billion piastres ($332 million) for fiscal year 1952. 

* Based on ECA (FEPD) and U.N. estimates, See item F, Size of ECA Aid in Relation to Southeast 
Asian Economies, p. 17. 

’ Taxes, 1951, 1,145 million NT dollars (about $74.4 million), 

4 Based on Bell report data. 

5 Taxes 1949-50, 283.2 million pesos (about $142 million). 

6 Taxes 1949, 142 million rupees (about $29.9 million). 

’ Taxes 1950, 2,179 million rupiah (about $192 million), 

§ Taxes 1951, 1,679 million baht (about $75 million). 


94756—52 45 
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TABLE 2.—Formosa national budget ! 



































{In millions] : 1 
1950 actuals 2 | 1951 budget 2 E g 
ih _ ‘ 
NT$ | US$3 | NT$ | US$ ‘ 
| | | 
ined 
Revenue: | 
Direct taxes: ’ 
Income tax__-_---- ous magn lig ate cea aie his ean adil ian 4 39 | 3.8 40 26 
Oli ET ESI IG EEE IE. | 32 | 3.1 75 | 19 
Dueeeens $a2.. .....cccccincss LIGSER  SEOLEZLI | 27 | 2.6 50 | 3.2 
Other direct taxes..........-..:-..-1..--s.---- 26 | 2.5 90 | . 
Indirect taxes: 
Cammanas @@by 5. 202 oe BN Se Hee 212 | 20.6 j 18.7 
SS RS EEE PSE a eee | 116 | 11.3 84 | 5.5 
EE TI, oo iciniiin Sa csmelcdincy Tele debes es > | 9.3 312 | 20.3 | 
Other indirect taxes... .-. 00-2 131 | 12.8 206 13.4 
Total taxes_.- basses aes 679 | 66.0| 1,145 | 74.4 
Surplus of government enterprises sitesi Spaaaracl 175 | 17.0 | 180 |} 11.7 
SR TEES 95 oan sd incesdimyaheres TED, 264 | 25. 6 60 | 3.9 
Potelemmmne Ls. ou ieclind SOs sinus 1, 118 | 108. 5 | 1, 385 | 00.0 
Expenditures °_._.__- aim ah neil shen dirtieanmcncpcdceeal le dtesd cones 1,949 | 189. 2 | 2, 350 | 152.7 
Deficit - dete et Fr re A ia ekthcnhaetl 831 | 80.7 | 965 | 62.7 
Means of financing deficit: | j aa 3 
ECA sales beeen i IIE ni ccnictias sewn i> Dice nore 156 | 15.1 5 32.5 ; 
Other? Heit SRS Gh ae aoe vhs 675 | 65.6 | 225 14.6 
Unknown... a aL erie, Stee ey ery Y SSMUIIE BREE -| 240 | 15.6 
SINR cscosin ghesticeaion te Aticiches-ee Loecaibeitl $31 | 80.7 | 965 | 62.7 








1c entr: il, provincial, and local government budgets aiden 
3 Fiscal year ends Dec. 
3 Exe change rate for 195 50 is N7T$10.30= US$1 (average of open market rates for calendar 1950). 
4 Exchange rate for 1951 is NT$15.46=US$1 (average of open market for calendar 1951, assuming no 
change in the rate in the second half of the year from that prevailing in May and June 1951). : 
§ Represents income from lotteries, fees, and other minor sources. For 1950, it also includes part of local a 
government taxes ‘ 
6 Military expenditures represent over 60 percent of total 1951 budgeted expendures; detailed figures are 
not available. 
7 Represents budgeted receipts from disposition of Government assets, (including gold) and, to a greater 
extent, from advances and from sales of Government securities to the banking system. This item shows a 
decline in the 1951 budget due to the near exhaustion of disposable Government assets and to the attempt t 
avoid inflationary financing by the Government. However, higher expenditures will probably force an 
increase in this item in 1951 over the amount shown. 


Source: Based on official data. 


TABLE 3.—Philippine national budget! (in millions) 


1949-50 2 | 





a} 1950 
Pesos Dollars 

Revenue 
Excise tax (total ; 120. 2 40. 1 
Sales, compensatory taxes ; 110.5 55. 2 
Income tax P , 52. 5 26.3 -s 
Foreign exchange tax , ih eae REO a et 
Special fund receipts (oil tax) a < - 
Other 


Total. 








Expenditures: | 


National defense_- ; 109. 8 54.9 

Civilian capital 150.0 75.0 | 

Government administration and other expe nditures..____ 2424 121.2 |. 
Total 502. 2 251.1 }.- 
Deficit .. ; 171.0 85.4 


1 Fiscal year July 1-June 30. 

2 Reported actual figures. Source: Bell report. 

3 Unclassified data for 1950-51 is being prepared for Far East Data Book. 

Nore.—These statistics differ from those presented in the Far East Data Book because the latter in- 


clude the mutually canceling items of 54 million pesos in 1949-50 revenues and expenditures representi! 
the apportionment of internal revenue and motor-vehicle tax to local governments. 
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Means of financing deficit 

No figures are available for the method of financing the deficit in fiscal year 1950 
alone. However, the report of the Economic Survey Mission to the Philippines 
of October 9, 1950 (the Bell report) gives statistics on how the cumulative postwar 
deficit (from February 25, 1945, to June 30, 1950) of 461 million was met: 





IL.C. ( pesos)| Dollars 








Wocapn te seme ORIEN ION eo oe oo sn ccc ce ce nnncnnnnnnense | 44 22 
Tn ee ore os ok chain va ndgondandancanehsdeseemeaaaessecs } 120 60 
Rehabilitation and development bond...............-.......-........-.-.-....-. | 87 43 
I Eg orn 55 Pk ona ois ih waneasunadineraretsendssae = 15 8 
I Silo ooo a itis oS a ceca cnacneiceeneocemuueasen 62 31 
Treasury certificate fund _..._._-- aps bi. cara pease somata kis Gah as Uh eunan wns | 50 25 
Other TesOUFGes NPE... - 2... - ssn nnn none nen nee en nee nnee == 83 42 

ee I ns ro Sa ice seb aneneanaccnucnmautendnalaceeineae 461 231 








TABLE 4.—Burma national budget ! 


. [In millions] 



































j 1949-50 2 1950-51 3 
| l 
| Rupees | Dollars | Rupees | Dollars 
} | | 
: | | | 
Receipts: | } 
Revenue: | 
Income taxes__-.-- PL Oa NT Seeman Aen 47.8 | 10.0 | 50.0 | 10.5 
Customs and excise tax - --.-.--.----- eRe 132. 4 | 27.8 | 150. 2 | 31.5 
CO NBR a5 anos. Le delice i 37.7 | 7.9 | 45.4 | 9.5 
State Agricultura] Marketing Board 4__________! 143.0 | 30.0 136.0 28. 6 
Other Government enterprises (gross receipts) -| 117.1 | 24.6 | 148.3 | 31.1 
fo EC RRR Gee Giese mae 50.8 | 10.7 | 59.7 | 12.5 
NII Con coctcaenseencat sn. aera 528.8 111.0 | 589.6 | 123.8 
Other receipts: i } 
SE CE IONE oo 5 Sin iw iowicawed Senne | 67.0 14.1 | 79.1 | 16.6 
TS RL TT EATON 595. 8 | 125.1 | 668.7 | 140. 4 
Expenditures: = ree 
DEIN, eet as SL ods ew nadeace 221.5 46.5 | 280. 7 58.9 
a ee oe een ee ee ee j 272. 4 57.2 | 344.6 72.4 
Civilian capital outlay ®...-.........-.-..- ia Sian a | 145.5 30.6 152.3 32.0 
po SNE SNR okt Ses ey er ee Eee 639. 4 134.3 | 77.7 | 163.3 
DO tite ae tales ek Sebi cel cdcedecdt | 43.5 9.1 | 108. 9 | 22.9 
Means of financing deficit: | | 
pS ee ee eeiee, | 21.3 4.4 | 11.0 2.3 
Other accounts 7-_ __..._- EL EE BEES eh eee | 22. 2 4.7 | 68. 2 14.3 
Use (decrease) of cash balances_--.-...._-.-.-.-----]} (®) aS, ea ni 29.7 6.2 








1 Fiseal year is Oct. 1 through Sept. 30. 

2 Revised budget estimates, 

31950-51 budget statistics (exclusive of supplementary budget presented to parliament on Mar, 1, 1951, 
for expenditure of Rs. 27 million, to be met from an unexpected increase in receipts from import duties). 

4 Represents profits on rice exports which are transferred to the Government as revenue. The accounts 
ofthe SAMB are not fully consolidated in the budget, although those of other enterprises are so consolidated, 
5 Excludes appropriation for debt reduction of Rs. 3.8 million in 1949-50 and Rs, 1.4 million in 1950-51. 

6 Gross outlay, including grants and loans. : 
7 Includes prepayment of certain taxes. 
Cash balances in 1949-50 actually rose by Rs. 121.8 million, since the balances of the State Agricultural 
Marketing Board, which built up its working balances during the year, are consolidated with those of the 
Government in the accounts, 





Note.—These statistics are summaries of the official data of the government concerned, and differ from 
those published in the Far East Data Book because (a) Government enterprise finances are included on a gross 
basis in the present data, and on a net basis in the Far East Data Book, where the relevent statistics are 
available; and (5) the net profits of Government monopolies (as distinct from nonmonopolistic Govern- 
ment enterprises) are treated as excise taxes in the Far East Data Book, 


Source: Budget estimates of the Government of the Union of Burma, 1950-51. 
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TaBLE 5.—Indonesia national budget 


[In millions] 













1951 budget 





Rupiah | Dollars 





































































Rupiah | Dollars 
sschenbebani eaupeamauer 2 
Receipts: | 
NE ILE IL ote EE 740. 2 | 65.1 946. 0 83.2 
Excises..--.- ss ppd cai tea loi iicentceiplas a 408. 0 35.9 472.5 41.6 
ee ee eee | 396. 5 | 34.9 540. 7 47.6 
Income foreign exchange certificate__--- nthe 1, 175.0 | 103. 4 2, 600. 0 236.5 
A ONES SR eT eens een pnS 634.7 | 55.9 784.7 69. 1 
Income government enterprises_-.-.-..-..----------| 276. 5 | 24.3 379.0 33.4 
Income government services to local governments- -| 2, 747.6 241.8 1, 761.3 155.0 
SOND CE SID iia tehncinte dc mbandstnd qui cemininninenenes | 63.4 | 5.6 297.0 26.1 
oo OO aaa a eee taal 5AB. 3 | 48.2 268. 1 23.6 
Sa nC cy ee ay en , 990. 1 i 
AGRON #5 one e sn non nim nine annem | —1, 995.6 | —177.6 | —1,418.7 — 124, 
| — 
Atieabed tolel... 2255-2 Las | 4,994. 5 | 439.5 | 6,630.9 583. 5 
Expenditures: 
Ee ene eR Fe PE | 1, as | 136. 4 2, 042. 2 179.7 
EAE NOTE act Leta - 230.4 | 20.3 | 397.8 35.0 
epee ON oS ra ah 360.7 | 31.7 | 740.9 65.2 
ee eee eee | 6, 585. 1 579.5 | 5, 856. 1 515.3 
Total as published . ...........--.-------------- --| 8,726.3 | 767.9| 9,037.0 795.3 
NS, EEDA SATIRE SL |} —2, 104.8 | —185. 2 —1, 903. 6 — 167.5 
] 
Adjusted total_...-.......-.-- se tai ne ay 5] 7 | 3. 27 
Deficit __.__. Sl seating rhe Siac taille dee teens ibis pcs tonisho ace sae 1, 736.0 | 152.8 | 987.0 86.9 
TS en RES SO ee come ane 1, 626. 9 | 143. 2 | 503. 5 44.3 
Means of financing deficit: | 4 
Change in long term external debt_.....--------.---- —29 oe ee ee 
Change in short term external debt__..-.-.--------- | —315 ae Pie OTR ie 
Change in long term internal debt_.-.------------- | +1, 40 +135. 5 edi ce RAEN os cerecas ie 
Change in short term internal debt_..--------.----- +493 Sg SES SEIS 5: ee 
= rh iil AEG Soro Se deh RA Cet +12 | +1.1 UCR Tae 
DD ais kst tincian a Diana Mina nihdeadiaanaomaadieee +1, 701 













168.7. j.n..== Fae! Seeds eres 








1 Excludes mutually cancelling items of advances and repayments of advances to local governments, and 
reserve funds for pensions and for repayment of foreign debt. In addition, expenditures on debt amortiza- 
tion and (in 1951) net repayment into the reserve fund for redemption of foreign debt are excluded. 

2 Does not include military police expenditures estimated at Rs. 369 million for 1951. 

3 Budgeted expenditures for debt retirement in 1950 and 1951, and net payment into reserve fund for re- 
demption of foreign debt in 1951, are deleted. 

4 Discrepancy between this figure and adjusted deficit is unexplained. 

Note.—These statistics are summaries of the official data of the Government, and differ from those pub- 
lished in the Far East Data Book because (a) Government enterprise finances are included on a gross basis 
in the present data, and on a net basis in the Far East Data Book, where the relevent statistics are available; 
and (b) the net profits of Government monopolies (as distinct from nonmonopolistic Government enter- 
prises) are treated as excise taxes in the Data Book. 


Source: Excerpts from the financial note accompanying the Budget of the Republic of Indonesia for 
1950 and 1951; and other official data. 
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TaBLE 6.—Thailand national budget (in millions) 









Fiscal year ending Dec. 31— 












1950 1951 budget 3 








Budget | Provisional actual ! 
| 





Baht’s Dollars 


| 


Baht’s | Dollars | Baht’s 






Dollars 












































Revenue: | 

GN IND 8, sa cmncamdnwndccid 79 | 128 6.1 
Excise taxes and customs. ........-.-- 873 1, 551 74.5 
Other ordinary revenue..............- 997 | 821 | 39.4 
IE nkheapinmnshanavenesporaoncns 1, 949 | 2,500| 120.0 

Expenditures: | j 
TI ee et ndictiss cake ean dnmmnicns 326 486 2.3 
Ofvil g0Vvertimoe#nit ...........ncccncenens | 1, 800 2,014 96.7 
Civilian capital outlay_.............-- | 545 | 998 | 47.9 
ih dpnihtnacteninmciinarneses | 2,670 | 3,500} 168.0 
1, 000 | 48.0 


TR aa kindatikddosbcXab ahs cn shan dens 720 | 
| 


1 No breakdown of the actual budget result in 1950 is available other than that shown. The figures shown 
ale provisional estimates of actual revenues and expenditures. 

2Thai budgets customarily overestimate the expenditures and underestimate reserves; consequently, 
the actual results in 1951 will probably show a smaller deficit, as in 1950. 

3 Budget figures on defense exclude cost-of-living allowance for troops, which is hidden in a large over-all 
cost-of-living item under civil government. 

4 Covered by an increase in short-term debt almost completely held by the banking system. 


Notes.—These statistics are summaries of the officia] data of the government, and differ from those 
blished in the Far East Data Book because (a) government enterprise finances are included on a gross 
asis in the present data, and on a net basis in the Far East Data Book where the relevant statistics are 
available; and (b) the net profits of government monopolies (as distinct from nonmonopolistic government 
enterprises) are treated as excise taxes in the data book. 


Source: Bank of Thailand Current Statistics March 1951, and other official data. 




















O. Price, Monry, AND Propucrion Data oF Sourneast ASIAN COUNTRIES 







SUMMARY 





The following tables showing certain key economic indicators for which data 
are available afford an indication of the standards of living and real income in 
the various southeast Asian countries, and the extent to which inflation has 
occurred in the region. Certain generalizations based on the tables may be 
summarized as follows: 

(1) The internal cost of living in the urban areas of the southeast Asian coun- 
tries, as shown in table 1, has risen far above prewar. This rise ranges from 
about 400 percent in the case of Burma to 4,000 percent in the case of Indochina. 
Money wages and urban income generally have risen far less than prices, with a 
resultant decline in living standards. Except for certain seasonal price declines 
in Indonesia in the last few months associated with the 1951 rice harvest, no 
indication of a reversal in this inflationary trend is apparent. 

(2) As shown in table 2, prices of the major export products of the southeast 
Asian countries declined somewhat in the second quarter of 1951 from the high 
mark set at the beginning of the first quarter. Sugar and rice prices, however, 
remained at approximately the first-quarter level. 

(3) Production data set forth in table 3, in comparison with prewar figures, 
indicate wide variations among the southeast Asian countries. Indochina and 
Burma are still considerably short of prewar production levels, with Formosa’s 
major export product (sugar) also far below prewar. Thailand, by contrast, has 
experienced a substantial increase in production over prewar for all major products 
except tin. In the Philippines, production of major commodities is at or above 
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rubber production is more than twice as great as prewar. 
is about at the prewar level, other production continues to lag. 
Taken in conjunction with an estimated 10-20 percent increase in population 
over prewar, the production data for 1950 reflect the postwar deterioration which 
has occurred in the standard of living in most of southeast Asia. 
(4) Table 4 shows that the quantity of money (currency plus demand deposits) 


rewar levels except in the case of abacd which is substantially below prewar. 
E; Indonesia, the two major export products, rubber and tin, are above prewar; 










Except for rice, which 


TABLE 1.—Price indices—Southeast Asian countries 


in circulation has increased significantly in all southeast Asian countries. 


























| 1951 
1937 1949 1950 | } | Feb 
| Janu- | Febru- : 
ary | ary March; April | May 
} i | j j | 
Formosa: Wholesale, general prices. - 100 1 363 714; 1,110; 1,172; 1,133 | 1,157 1, 150 
Philippines: | 
Cost of living: | 
(SS Sd ea Ae aes oP 100 385 378 398 402 396 405 409 
Food. _.- ARETE LE. 100 405 378 402 407 396 411 416 
Indochina: | 
Cost of living: | 
CS Se 4, 120 4, 220 4, 480 4, 490 4, 460 4, 540 4, 680 
| ee 2100 | 4,130 | 3.940 | 4,010 4,010 | 3,920 3,960 4,050 
a REISS OS: 2100 | 2,100 | 2,070 . 2,270 | 2,340 2, 340 2, 400 
Burma: | 
Cost of living: 
| Ray RS pled Te Paine 100 | 486 412 391 386 369 381 384 
aR Fak ee 483 463 450 422 440 448 
General index?..-----_--..__-_- oes ee | 347] 336] 319] 315] 301 7 ee 
| RSE oe, REE i 374 366 | 351 341 | 320 344 |....- 
Indonesia: Retail prices 4... _.._._-- 100 1,260 | 1,480 1,820! 2,670; 2,540; 2,150 2, 140 
Thailand: j | | | 
Wholesale, general prices------.-- ; 2100; 1,198 | 1,235 1,302 1, 412 1, 420 1, 456 1, 431 
Oost of tiving 5. ..o-. nnncnnsienc | 2100 1, 41 1, 571 1, 896 1, 640 | 1, 672 1, 696 1, 698 














i Based on average of June through December 1949. 


2 Base year 1938. 


* From official data, base year 1941100. 
4 Weighted for 19 foodstuffs on free market in Djakarta. 
§ For Bangkok clerical workers. 


Source: Far East Data Book, U. N. Monthly Bulletin of Statistics, August 1951 and IMF International 


Financial Statistics, August 1951. 


TABLE 2.—Prices of selected commodities (in United States dollars) 









































Last | De- | 1951 
yor | Apa | sem |—_—_ 
1949 | 1950 Feb- | March} April | May | June | July 
| Tuary | 
1. Rubber (100 pounds) United | | | 
States (natural) __...............| 19.4 16.8 | 71.4 | 73.4 | 72.2 | 67.5 | 66.0 | 66.0 52.0 
2. Tin (100 pounds) United States...) 54.2 | 88.0 [145.5 /182.7 [145.6 (146.0 [140.2 /119.2 | 106.0 
8. Sugar (refined) (100 pounds) { | | 
United States__.___.______.__...] 4.74] 7.89] 808] 808] 8.08) 808; 823) 839) 8.55 
4. Coconut oil (100 pounds) Philip- } 
eee ERNE TEN, 5.93 | 13.61 | 16.58 | 20.64 | 21.09 | 19.7 17.69 | 14.06 12. 93 
5. Copra (100 peunds): 
Philippines... _.........-.-..- | 2.94] 7.18 | 9.82] 11.18| 11.48] 9.90) 842| 676) 6.34 
eo eee | 2.93) 7.12] 9.03; 9.25 | 10.44) 9.96) 9.20) 9.55 |---.--- 
6. Rice (100 pounds): | } | 
Rape fe ay | 1.31! 4.76| 4.99] 4.99] 499| 4.99] 4.99] 4.99) 4.99 
ee aoe SEE ae | 11.37 | 5. 98 4.51 4.41 | 4. 43 4.41 | Tees SLAS eo 
1 1938 figure. 


Source: Far East Data Book, 





IMF International Financial Statistics, and Journal of Commerce. 
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TABLE 3.—Selected production data for southeast Asian countries (prewar, 
1949, 1950) 





Production Pro- Index of production 

iduction| 
base | 

\Prewar) 1949 

! 

| | 








| 
1950 es- | 1951 a year 
timate timate jamount 





Philippines: 
Rice (milled)..1,000 metric tons_/}1, 498.0 |1, 824.0 
d 399. 2 574.0 


ao 
eo 
wn 


~“ 


a8848 8.9; 
couce wNwooOn 


Rubber_...._-.--- 


Thailand: 
Rice (milled) 
COM ro do___. 
Sugar (refined) ’ 
RUGUM oo 55. oes do____| 
Tin ore (metal content) 4. do__- | 











u 





1 Average annual production 1935-39, except soybeans (1939 production). 
? Based on first quarter reported actual. 

‘ Includes coconut oil dessicated coconuts. 

‘Source: Official data. 





Index of 


Production Produc- production 


tion 

base 
a:| year Y 

a 1051 esti-! amount | ET | 1949 | 1950 











Burma: 
Rice __..1,000 metric tons._| 4, 978.0 5 3, 619.0 4, 918.0 73 

Cc cto el 41.7 33. 33.0 41.7 79 
(refined) _...do___. 22.8 : 5.9 t 22.8 26 

do... 6.8 , 9.6 5 6.8 








Rice (rough) 71, 339.5 | 1,214.5 (81, 412.9 0 | 1,339.5 91 
Sugar (refined) 71,241.21 | 615.4 | 379.7 | 6350.7 | 1,241.1 50 
149.0; 201.0] 331.0 % 149.0 
Coal do_..-| 2,199.0 | 1,613.0 | 1,404.0 35.0 | 2,199.0 7: 
Chemical fertilizer...do__.- wee)” eet |. oe 27.0 
Salt d 46.0 | 256.0 | 174.0 146.0 


























' Estimate for March 1951. 

6 Based on Ist quarter reported actual. 
’ Prewar average, 1935-39, 

* Estimated, 
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TasLe 3.—Selected production data for southeast Asian countries (prewar, 
1949, 1950)—Continued 





























| Produc- 

1951 tion Pre- 1951 
|Prew ar *} 1949 10 1950 1 esti- base pee 1949 | 1950 | esti- 
| | mate year 2 mate 
| amount | 
| | | ed oe) LON nas peice Sa 

Indochina: | | | 
Rice (milled) | | 
1,000 metric tons....| 4,570.0 | 3,857.0 | 3,534.0 |.........1 4,570.0] 100} 84] 77 |...... 
OO 563.<--cannsn-~ do....| 568.1) 177.8 176.0 |.-....-.-| .568.1 | 100 31 a 
Sugar (re fined)_....-do____| 64.1 | 5.9 yt SRR | 64.1 100 9 aa 
Rubber.._........-do....| 61.2] 43.7 47.9 loccsce sd eRe | eet ant Si... 
RED ee do... _|!22,335.2 | 75.6 501.6 | 13 143.3 | 2,335.2 | 100 16 9 See 
Indonesia: | 7 
Rice (milled) __...._- do_.__| 6,403.6 | 6,850.0 |'*6,700.0 | 6,800.0 | 6, 403.6 | 100 107 105 | 106 
eo. Sey ee do_..-| 2,031.5 | 1,905.0 /'41,950.0 | 2,000.0 | 2,031.5 100 94 96 | 98 
Sugar (refined) __....do_.._| 1, 220.8 253.1 | 14 422.0 See S | 1, 220.8 100 21 Ae 
a a ae G6.:..1 22 438.0 | 698, 2 194.4 | 322.3 100 - = > Sa 
Copra 15__. do....| 774.0} 601.0| 635.0].........| 774.0] 100] 78] 60|-.._.- 
Tin ore (metal content) | | | | | | 
do....| 30.2} 206/ 3828) 7.6 | 30.2] 100} 98} 108 |... 
| | | | | | 





® Average annual santaelien 1935-39, 

10 Crop year 1949-50 

it Crop year 1950-51. 

12 1938 figure. 

18 Based on first quarter reported actual. 

4 Preliminary figures. 

5 Java and Madura only. 

16 Includes coconut oil, dessicated coconuts and domestic consumed coconuts in terms of copra. 


Sources: Far East Data Book and official statistics, 


TABLE 4.—Quantity of money 





















































l 1 l 
< 
|E nd of year| End of year |= me’ = ay End hig 
1938 1949 ue 
| | | 1951 
Formosa (millions of NT dollars): j | 
Currency in circulation - | 202. 2 287.9 | 350.0 
Demand deposits ---._._..- | 214 ok 635.4 | 625. 0 
Total money supply -.--.---.------ pe ches , : 416. 2 923.3 1975.0 
—— —_—_ — ———————— “wos — 
Philippines (million pesos): 
Currency in circulation | 9141 572 683 702 
Deposit money (demand). | 73 465 558 567 
Total money supply... .-- A Stee Steals 214 x 037 | 1, 241 1, 269 
Indochina (millions of piasters) : 
Currency in circulation. . -- ita 174 3, 843 4, 756 | 3 5, 291 
Demand deposits. _..___- se ; ; = 1, 322 1, 804 | 3 2,020 
Total money supply -- -- Eat _ 5 165 | 6, 560 | 7,311 
Burma (millions of rupees): } 
Currency in circulation -_ --- nee Pe nF a, vs ee 416.3 368.8 | 488, 4 
Demand deposits. ..._____-- e. he 386.8 504.1 | 471.3 
Totai money supply ---........----.--- fal : 008.1 | 872.9 | 959. 7 
Indonesia (millions of rupiahs): 
Currency in circulation = , rake : } 4 240 1, 911 2, 726 | 5 3,050.0 
Deposit money (demand). — Saeed 180 1, 686 2, 233 | $2, 000. 0 
Total money supply - -- -- es : eee 420 3, 597 | 4, 959 | 5, 050. 0 
Thailand (million baht): "| 
Currency in circulation. - -- ‘ ’ | 145 2, 365 | 3,043 | 
Deposits (demand) --- TR ginddy eee | 51 1,000 | a 234 | 
Total money supply - ---- nee vee | 196 ; 3, 365 4, 277 





1 Estimate. 

2 Includes holdings of other banks. 
3 As of February 1951. 

‘ For 1937. 

5 Estimates as of end of April 1951. 


Source: Far East Data Book, and official statistics. 
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(Overseas Surplus) 


MONDAY, NOVEMBER 12, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS, 
Ankara, Turkey. 


The subcommittee met Monday, November 12, 1951, at the American 
Embassy, Ankara, Turkey, Hon. Herbert C. Bonner, chairman of the 
subcommittee, presiding. 

Members of Congress present : Herbert C. Bonner, Harold Donohue, 
Bill Lantaff, Cecil M. Harden, Charles B. Brownson, and George 
Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget, John 
Elliott, State Department escort oflicer; and Brig. Gen. Clarence C. 
Fenn, Department of the Army escort. 

Military personnel present: Maj. Gen. William H. Arnold, Chief of 
the Joint Military Mission for Aid to Turkey; Maj. William C. Bran- 
non, military production officer, JAMMAT; Rear Adm. William L. 
Rees, chief, naval group, Joint Military Mission for Aid to Turkey; 
Col. Delk Oden, special assistant to Chief, JAMMAT; Brig. Gen. 
Edward H. Alexander, chief, Air Force group, JAMMAT; Col. Alex- 
ander J. Stuart, Jr., Chief of Ordnance Section, Army group, 
JAMMAT; Brig. Gen. Robert M. Cannon, Chief, Army group, 
JAMMAT; and Hon. George Wadsworth, American Ambassador to 
Turkey. 

Mr. Bonner. On behalf of the Expenditures Committee, I want 
to thank you for the many courtesies you have shown us since our 
arrival in Turkey. Last night, at the Ambassador’s conference, you 
heard an explanation of the mission of this subcommittee, so that it 
will not be necessary to go into that again. This subcommittee is 
interested in what you are doing, and in the return value of the dollars 
that the American people are expending here. So, with that under- 
standing, we would appreciate a statement from you and your staff 
as to your accomplishment here. After you and your staff have fin- 
ished your statement, the membership of the subcommittee, as is their 
privilege, will interrogate you and your staff on any point that needs 
clarification. As chairman, however, I desire that the person asking 
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the question identify himself for the record, and the one responding to 
the question also identify himself by name, so that we will know who 
is speaking on the record. For example, Mr. Brownson in asking a 
question will preface his question by stating his name, and the one 
to whom he linen his question will identify himself by name and 
then answer the question. 


STATEMENT OF MAJ. GEN. WILLIAM H. ARNOLD, CHIEF OF THE 
JOINT MILITARY MISSION FOR AID TO TURKEY 


Major General Arnotp. I am Maj. Gen. William H. Arnold, Chief 
of the Joint Military Mission for Aid to Turkey. Thank you, Mr. 
Bonner. We are delighted to have you gentlemen here because we 
have astory that we think is worth telling. We feel that we have safe- 
guarded the American taxpayers’ dollars, and we feel that we are pro- 
ducing a defensive force that is worth a great deal more than has been 
expended on it. 

ORGANIZATION JAMMAT 


First of all, I shall give you the organization of JAMMAT (our 
group). We have the office of Chief, JAMMAT, with a very small 
personal staff. I havea secretary and an American and Turkish aide- 
de-camp. We have an advisory group composed of the chiefs of each 
service group, Army, Navy, Air Force, and Engineer. I have a chief 
of staff—Col. Delk Oden. We have a Joint Personnel and Administra- 
tion Section called J—1, headed by a lieutenant colonel of the Air Force. 
We have a Joint Plans and Operations Section called J-3, headed 
by an Army colonel. We have a Joint Logistics Section called J-4, 
headed by a commander of the Navy, who is assisted by an Army 
budget officer and an Army military production officer. We also have 
a special staff, shown here on the organization chart, consisting of such 
activities as the transportation office, staff judge advocate, chaplain, 
post exchange, dispensary, etc. The special staff officers have this staff 
position in addition to their other duties. In other words, they have a 
joint job to do. 

Under this set-up, we have four groups in JAMMAT. The total 
strength is: 396 oflicers, 6 warrant officers, 420 enlisted men, and 465 
civilians. The grand total is 1,287 employees. These figures do not 
include dependents in Turkey. Including dependents, there are more 
than 2,500 personnel in JAMMAT. 


* * * * * * * 


To get down to points, the current strength of the Turkish armed 
forces is slightly in excess of * * *, including the Army, Navy, 
and Air Force. Of that strength, the Air Force has approximately 
* * *, the Navy about * * *, and the balance is in ground 
forces. This strength has been * * * recently from about * * * 
prior to October. The Turk budget permits them to have only so 
many people. * * * We will go back up to strength in the April 
draft. Under the Turkish system, they draft three times a year, in 
November, April, and August. The numbers they bring in vary in 
accordance with the situation existing at the time. Every Turk is 
eligible for draft and every Turk serves in the armed forces. The 
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Turk is most economical. A soldier is paid a sum of about 65 kurus per 
month. He is given one uniform at a time; one summer uniform that 
has to last for the summer period and one winter uniform, plus over- 
coat, a pair of shoes, and so forth. He lives in barracks that are below 
substandard. In other words, the majority of Turkish troops live in 
mud barracks they build themselves. They sleep on a wooden pallet 
with a sack of straw. I can assure you they have no luxuries whatso- 
ever. There is no special service, no post exchange; there is nothing 
we are accustomed to in our own Army. Their period of service is 2 
years in the Army and Air Force, and 3 years in the Navy. The Turk- 
ish soldier is UN SN to any soldier on earth in his will to fight. 
The primary weakness of the Turkish forces currently is the under- 
strength of noncommissioned officers. We are working on that project 
and in time we will achieve satisfactory results. Another weakness 
is in the officers. This weakness is twofold. There aren’t enough 
officers and the officer is not as good, comparatively, as the soldier. We 
are likewise working on that and we feel that progress will be made in 
a short time. The Chief of Staff of the Turkish forces is quite aware 
of these deficiencies and he is taking positive action to get them in shape 
and squared away for what may turn up. 

In the past, we embarked on programs to modernize the Turkish 
forces, insofar as Turkey’s ability could absorb them. The mission 
has * * * thesize of the forcesfrom * * *, 4 years ago, to 
what it is now. It would have been * * * more but the current 
emergency requires this present strength. However, we have not in- 
creased the units because we feel that the unit is nothing if not effec- 
tive. We must have effective units. A few effective units are much 
better than a lot of ineffective ones. We have expended, counting the 
amount appropriated in the current recent law, approximately * * *. 
That is equivalent to * * * in today’s procurement costs, when 
we consider that much of the original equipment supplied Turkey was 
World War II surpluses, and procured at 10 percent of the original 
price. We feel that if we are permitted to have one more large appro- 
priation in the vicinity of * * *, we will have wound up our job 
here with the exception of replacing worn-out items. 

You went through a shop and depot this morning, neither one of 
which existed 18 months ago. We are engaged in teaching a lot of 
Turks, who in turn will teach other Turks, so that they can stand on 
their own feet. Maintenance is not up to what we desire and will 
not be for a long time tocome. * * * They are not running for 
many reasons, but the major reason is because of the lack of proper 
command supervision. One of our great is to make the Turk 
officer realize that a soldier is trained well enough to take care of 
vehicles. I would bet that in 10 months there will be no more than 
10 percent of the vehicles on dead line because we are taking effective 
action and our relations with the Turks are such that we can take 
effective action. We can go to the chief of staff who will take bona 
fide effective action. I have tried to tell the chief of staff all the faults 
there are—and there are so many. We couldn’t do it well until you 
gentlemen permitted us to expend funds for the utilization of field 
training teams. Some of these teams have been in operation about 3 
months. This has resulted in improvement for two reasons: They 
show them how to do things on the spot. They also give information 
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back to us enabling us to acquaint the Turkish chief of staff with con- 
ditions as they actually exist. The chief of staff welcomes that and 
authorizes those people to work directly on the field. I think that 
shows the relationship we have achieved. That also gives us the 
means to find out definitely what you gentlemen are interested in: 
Are they utilizing this equipment? We are not giving one bloody 
thing to Turkey that we don’t feel they can handle when it gets here. 
Now, I don’t mean to say that if you gave me 6,000 trucks tomorrow 
morning, I could handle them. But if you authorize procurement of 
that number tomorrow morning, I could handle them by the time 
they get here because I will have had time to educate people and they 
would know how to use them. I want to be sure that you all under- 
stand that although you gave us * * * we won't get the equip- 
ment for several months. 


TURKISH MILITARY PRODUCTION 


In the field of military production, there are factories in’ Turkey 
which can manufacture spare parts, rifles—most anything except 
major-end items. We have raw materials, with the exception of a 
few, such as zine, which have to be imported. Military production 
could be developed to assist greatly in supplying the Turkish forces, 
and in the case of some items, for export to other countries. ECA and 
the military mission are constantly trying to figure out some way 
to get this started. The greatest trouble in this field is that there is 
no capital nor sales organization, so it means that if I want to have, 
for instance, 40 pistons made, the man says, let me have the money to 
buy enough materials for 40 pistons. Specifications for manufactur- 
ing are so rigid that it costs them twice as much as it should. Some- 
times you find the same is true in the United States. The manufac- 
turer has to expend 50 percent more than he should. 

Now so far as supplies and obsolete equipment are concerned, there 
are tons and tons of obsolete equipment in Turkey according to our 
standards. However, it is not obsolete so far as the Turks are con- 
cerned. As long as it will shoot, they will use it. I think that is 
commendable. When they mobilize, the American aid equipment is 
only sufficient for what they now have. This other equipment has to 
goto * * * men that will come in the services. 

As far as scrap is concerned there is lots of it here. * * * I be- 
lieve they have a law currently pending which will permit a more 
eflicient means of disposing of their scrap. 

The Turks have not sold any item of equipment given to them by the 
United States—I can take an oath on that—not even to a Turk out- 
side the military. These people are honest. When I speak of honesty, 
these people are so honest that it is cumbersome to work with them in 
their supply system. That is one point I want to bring out. 

Certain items are shown on the charts which I won’t repeat. You 
may now ask questions of the group chiefs or myself. 

Mr. Brownson. How is your local procurement program de- 
veloping ? 
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STATEMENT OF MAJ. WILLIAM C. BRANNON, MILITARY 
PRODUCTION OFFICER, JAMMAT 


Major Brannon. I am Maj. William C. Brannon, military produc- 
tion officer. On local procurement, it has been tied up with too much 
for the military. At the present time, we have in the vicinity of 21 
million Turkish lira which will be used for military production out 
of total counterpart funds furnished by ECA for military purposes of 
83.5 million Turkish lira. In 1953 we plan to set aside additional 
amounts of Turkish lira from counterpart funds for military produc- 
tion. This will be turned over to the Turkish Government and will be 
utilized according to the laws pertaining to counterpart funds. 

Mr. Brownson. What can you secure with these funds, taking into 
consideration the capacity of the Turkish economy, that will relieve 
the drain on the American economy ¢ 

Major Brannon. During the present year, we can secure * * *, 

Mr. Brownson. How about your building program: The prefabri- 
cated huts, you say, have been procured from the United States. These 
use sheet steel. How about local procurement / 

Major General Arnotp. We are procuring them from the United 
States because of the time element. If the Turks had attempted to 
supply that, we never would have had our equipment in storage. He 
does not have the galvanizing facility. He cannot roll sheet iron in a 
method that could be galvanized. 

Major Brannon. $200,000 would be required to put up a galvaniz- 
ing plant. We have the problem under study with ECA. 

Mr. Brownson. Getting back on the subject of scrap, do you have 
an estimate as to the number of tons of scrap presently available? 

Major Brannon. We have right now, over-all, around 500 tons of 
aluminum and 1,000 tons of steel scrap. There is no accurate survey. 

Mr. Brownson. Of course, Turkey has its own steel industry. How 
many months or weeks of supply would that afford ? 

Major General Arnoxp. I don’t know. 

Mr. Brownson. Could you try to get an estimate on that before we 
leave ? 

Major General Arnoup. Yes; we can try. 

Mr. Brownson. Is Turkey selling any of this scrap outside the 
country at the present time ¢ 

Major General Arnotp. I have no knowledge of any sales made out- 
side. I did read in the paper where the British were negotiating for 
the sale of 250,000 tons of scrap, but I think that amount is grossly 
exaggerated. Perhaps ECA might have knowledge of that. 

Mr. Brownson. Have there been any aluminum scrap people in 
here surveying the scrap? 

Major General Arnoup. I don’t believe, so, sir. 

Mr. Lantarr. What percentage of the total defense effort in Turkey 
is borne by the Turks, and what percentage of the total cost is borne 
by the United States? 

Major General Arnoip. The total cost was borne by the Turks until 
this year. The total cost borne by the Turks this current year 
is * * * ‘Turkish lira, and we are making available * * * 
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from ECA counterpart funds. This gives you a proportion of 
about * * * bythe Turksand * * * by us. In previous 
years all funds were Turkish, but that does not take into consideration 
end items, which we furnished, of course. 

Mr. Lantarr. Considering those, what is the percentage? 

Major General Arnotp. About * * * by the Turkish Govern- 
mentand * * * by the United States. 

Mr. Lantarr. What percentage of the total Turkish budget is ap- 
propriated for defense ? 

Major General Arnotp. About * * * directly to the military, 
and with.indirect appropriations, more than * * *. In other min- 
istries of the government, certain funds are included for military 
effort that are not shown in the defense budget. For example, mone 
for the * * * gendarmes that I spoke of, who are soldiers to all 
intents and purposes. At least * * * of the total budget is for 
defense, I would say. 


TURKISH CONTRIBUTION TO DEFENSE 


Mr. Lantarr. Do you think that the Turkish people and the Turk- 
ish Government are doing all they can financially toward supporting 
their defense program ? 

Major General Arnovp. I am convinced that any further funds to 
the military would put them into a really substandard economical 
position. ‘They would not be able to do anything in the educational 
field. The road-building program, and other projects that go hand- 
in-hand with defense 7 29° suffer. You can’t have a country that 
is trying to lift itself by its bootstraps kill itself economically. 

Mr. Lantarr. For the purpose of the record, you mentioned this 
morning that you could produce locally many spare parts needed in 
connection with the rehabilitation program and many end items, if 
you could get the specifications furnished at the same time that the 
end items were furnished you. Will you please state the nature of that 
problem and give us your recommendations as to what should be done 
toward their procurement ? 

Major General Arnot. I think the drawings and specifications 
should be furnished Turkey for the spare parts of the vehicles fur- 
nished to Turkey, with the exception of one or two, or about a half 
dozen items that cannot be manufactured in Turkey. I don’t believe 
the Turks could manufacture distributors, or carburetors, and things 
of that general nature, but when it comes down to things manufac- 
tured by straight machine tools, the Turks can build them. I strongly 
recommend we be furnished specifications and drawings. Mr. Tallia- 
fero, from New York, with the aircraft and engine factory, tells me 
that the Turks are trying to manufacture spare parts, but they have 
to make their own specifications and drawings, which makes it cost 
toomuch. They could be given engineering data to start with, and not 
have to go into design, analysis of metals, and all the other things that 
go into it. P 

Mr. Lanvrarr. Have you asked the Department for them ? 

Major General Arnotp. We have, for various items, but have re- 
ceived only one of them. We have received none for spare parts or 
the M-1 rifle. 
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Mr. Lantarr. Have you received any comments or reasons as to 
why not? 

Major General Arnon. No, sir. 

Mr. Lantarr. How long ago did you make such a request ? 

Major General Arno.p. We asked about 4 months ago. 

Mr. Lantarr, And through such a recommendation you would then 
be able to utilize materials in Turkey and thus save those critical mate- 
rials for other production in America. 

When the end items have served their economic usefulness and are 
determined to be of no further value, does the Turkish Government 
dispose of those without further consultation with you? 

Major General Arnoxp. Yes, sir. 

Mr. Lanvrarr. In other words, they have their own independent 
methods of determining whether or not they are going to send a 214- 
ton truck into the ordnance shop to be rebuilt or whether or not they 
are going to sell it for surplus. Is that not right? 

Major General Arnold. Anything that is sold as surplus, accord- 
ing to my understanding, must be brought to this depot down here, 
which you saw this morning (Fifth Turkish Army depot mainte- 
nance). It is parked in a line outside; and we see it there, and so 
there is more or less indirect control, because if we saw anything there 
that was capable of being rebuilt and used again, it would not be 
permitted to stay here. Now as far as our control over the sale of 
scrap is concerned, we do not have any control. It is handled in this 
manner: The things are gathered together and placed in line, and 

eriodically they will call us for bids—merchants will come up and 
nid so much money for this vehicle and so much for that vehicle—and 
they take those away. I don’t believe this is applied to American aid 
unless the article was totally, totally crushed—in other words, if a 
jeep were run over by a tank, it is scrap—there is no question about 
that. In that case it is sold for scrap. 

Mr. Lanrarr. Do you think the funds from such sales should be 
considered as counterpart funds so that through the mission and 
the Turkish Government we could exercise control of the use of those 
funds and divert them to the military effort ? 

Major General Arnoip. Yes; but the system should not be too in- 
volved. Some simple system should be worked out along that line 
for American equipment. It should increase military strength in 
Turkey. 

Mr. Lantarr. I notice that the Turkish Army has numerous items 
of equipment which were produced in other countries such as Ger- 
many and Czechoslovakia. It is my understanding that they will be 
used by the Turks in connection with an all-out mobilization effort. 
In connection with industrial mobilization and manufacture of any 
new end items, will they follow United States specifications? 

Major General Arnotp. Yes; they want to, very definitely. 

Mr. Lanrarr. In other words, they won’t build Czechoslovakian- 
type tanks? 

Major General Arnoup. For example, I will mention the 160 Skoda- 
tractors. We found these tractors in Turkey and wanted to know 
why they could not use them. I had a complete investigation made. 
After a survey, a United States expert said it was economically feas- 
ible to repair and put them in service, so we are doing it. By virtue 
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of that, we did not requisition tractors from the United States. The 
Turkish chief of ordnance requested that we put new motors in his 
German tanks. However, I have informed the chief of ordnance 
that no United States aid funds or counterpart funds will be utilized 
for that purpose. They will repair those tractors themselves, and 
they will have a very useful life. They can repair them for about 
one-fourth the cost of new ones. 

Mr. Lantrarr. What would determine whether the Turks were going 
to build a prime mover of that specification or a prime mover accord- 
ing to your specifications ? 

Major General Arnotp. Well, in the first place, they couldn’t build 
a prime mover. You would have to get in something that would 
be more in keeping: 

Mr. Lantrarr. They are not able to do it? 

Major General Arnotp. Oh, no. Now, when ,you come down to 
building mortars, they have exactly a copy of the American mortars, 
and it is a better mortar than we make ourselves. I mean it is finished 
to a finer tolerance. It is almost like a watch. Now, what we are 
trying to do is to make them stop that kind of foolishness and get down 
and make a mortar the object of which is to shoot a shell.and kill an 
enemy. That is all that they are tryingto do. They should not make 
something that will last a thousand years. 

Mr. Lanrarr. Do they manufacture any arms or export equipment 
to any other countries ? 

Major General Arnotp. They do not but they could. They have a 
capacity now of * * * rounds of ammunition a year. There are 
countries that could utilize 7.9 ammunition. Their factories are not 
working because there are insufficient funds and insufficient stock on 
hand, so the factories are idle. What we want to do is to convert to 
the manufacture of .30 caliber because we want to standardize Turkish 
armament to .30 caliber. Then they could produce that for export 
also. 

Mr. Bonner. Do you have a unified mission, supplied out of one 
supply system ? 

Major General Arnotp. Well, sir, the equipment comes from the 
three different services. 

Mr. Bonner. Are the supplies for the mission itself gathered to- 
gether here and issued by one system ? 

Major General Arnotp. Each group contributes to it. It is a unt- 
fied system. 





UNIFICATION OF SUPPLY 


Mr. Bonner. This subcommittee represents the full committee which 
wrote the unification bill for the armed services. Now, this subcom- 
mittee is interested in studying procedure under the “reorganization 
bill,” as we term it, of the Armed Forces. We have visited installa- 
tions in America. We have visited them in Alaska, and so forth. 
Now, we would like to have your views on unification and on 
supply management, including the supply management system of 
our American defense establishment, and also what you are doing in 
organizing the Turkish national defense on a unified basis. In other 
words, we had two supply systems in our own national defense 
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in World War II—Army and Navy. Since the unification or reor- 
ganization, now we are about to get into three supply systems—Army, 
Navy, and Air Force. We have seen the results of the waste in the 
two-supply system in the aftermath of World War II. Now, this com- 
mittee is greatly concerned as to whether we are going to have tripli- 
‘ation and a triplified waste after this is over or whether we are 
going to be able to reduce it. We are very much interested in your 
views on that, what you think is the right thing for the American 
national defense, and what you are doing here to unify the Turkish 
build-up that is going on. 


ONE FUNCTIONAL SUPPLY SYSTEM NEEDED 


Major General Arnoip. My personal view is that I don’t think there 
should be more than one supply system. I feel, for example, that what 
we are trying to get from Turkey is that there be one ordnance de- 
partment that would handle ordnance matters for the army. navy, and 
air force; there would be one surgeon that would handle all medical 
matters; there would be one signal officer who would-handle all signal 
matters; and all the other things you speak about. 1 personally, feel 
that the organizational concept in Turkey—I hope it works some 
day—is to have a chief of staff who is the commander of the armed 
forces. Under him there is a combined general staff. There are not 
three different staffs. Now under that, there should be the echelon 
of supply for all the services. Then there should be the Army, the 
Navy, and the Air Force—I mean the combat. commanders, who are 
not greatly perturbed about all the things that must be known about, 
in the so-called Ministry of Supply. I think that is the only way that 
you can prevent that situation growing up—that each person must 
have his own complete medical installation, his own complete ord- 
nance installation, and so on. I think that those are very wasteful, 
and I personally think that it ought not to be permitted. I further 
think that there ought to be four if you put it that way, sir—there 
ought to be—if there are going to be three departments, there ought 
to be four departments. There ought to be an army, navy, and air 
force, and a service of supply, you see, headed by a secretary like Mr. 
Pace. 

Now, in each of the services there has to be—for getting to it cer- 
tain elements of medical, for example in the air force there must be 
medical up to a certain echelon. And there must be signal, for ex- 
ample, up toa certain echelon. But not in the broad field of procure- 
ment, and all the other things they go through. What we are trying 
to do here now is to get the Turkish ordnance department to be the 
ordnance department for the Turkish armed forces. And it would 
have in it, of course, a navy section and an air section and an army 
section, because it has to, because there are certain ordnance matters, 
for example, navy, that would have to be taken care of from navy 
sources. But that doesn’t mean that you have got to have a separate, 
complete, top-to-bottom ordnance department for the navy. Not at 
all. The same way with the air force. There are certain things in 
the air force that have only to do with the air force. But if there is 
an air section in the over-all supply chief's office, that. handles that. 

Mr. Bonner. Now, General, are your views agreed to by the repre- 
sentatives of the other forces that are in your mission ¢ 
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STATEMENT OF BRIG. GEN. EDWARD H. ALEXANDER, CHIEF, 
AIR FORCE GROUP, JAMMAT 


Brigadier General ALExanper. I am Brig. Gen. Edward H. Alex- 
ander, Chief of the United States Air Force group of JAMMAT. 
I can say I am in complete agreement with the comments that have 
been made by General Arnold, but I should like to make some obser- 
vations which I think are true of all services peculiar to air. We have 
a really tremendous research and development program, serviced by 
some of the most effective scientific organizations in the United States. 
They are ‘building things such as guided missiles which I can’t see 
how a common supply activity could handle. When you exclude 
such technical items, I agree with General Arnold’s remarks. 

Mr. Bonner. What we are speaking of here are common-use items, 
such as food, automotive supply, and so forth. We know there must 
be individual technical supplies. Now, what does the Navy repre- 
sentative think? 


STATEMENT OF REAR ADM. WILLIAM L. REES, CHIEF, NAVAL 
GROUP, JOINT MILITARY MISSION FOR AID TO TURKEY 


TURKISH MISSION MODEL ON UNIFICATION 


Rear Admiral Rees. I should like to say that so far as the mission 
is concerned, I consider that it is a model of the way unification should 
work. I certainly came here with some reservations a year ago, I 
have none whatsoever as far as the mission is concerned. So far as 
the Turks are coneerned, if they will adopt the recommendations we 
have proposed, I think it would be the best thing in the world for 
them. They haven’t done it yet. 

The way the general staff is working now—it is an army general 
staff— the navy resents being told by the army to do this and that, 
If we can get over that hump, I think we are on the road to progress. 

Mr. Bonner. You do find that resistance here, in the reorganization 
of the Turkish military forces? 

Major General Arnotp. Well, sir, in Turkey 80 percent of all the 
thinking is army; that is, in the Turkish set-up. The general staff, 
with the exception of one admiral who is G-2 and one air officer who 
is G-4, is completely army. In other words, the chief of staff, the 
deputy chief of staff and _ practically all the Indians are 
army. * * * We have made recommendations which we think 
would be the ideal way of having the military set-up; that is to have 
the general staff on top—the combined general staff, composed of all 
of the serviees—so that all of the views are in there. In other words, 
we wanted, say, a deputy chief of staff for air and one for navy and 
one for ground. Then to have the ground, navy, and air commanders, 
who weren’t bogged with all these thousand and one things that the 
men within the command have to have. That is taken care of by 
the over-all part of it, for everybody. Why should there be three 
personnel systems? There is no reason for it. I mean we are all 
Americans, for example. Why should there be a different rate of 
pay for one thing, or a different concept of how you put the square 
peg in the square hole. That can be all in one place at a great 
saving in manpower and funds. I think—with the exception of 
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what General Alexander brought out in these highly technical devel- 
opments—I think there is nothing that can’t be done on a common 
basis. 

RESPONSIVENESS TO COMMAND 


Mr. Bonner. General, in the States it has been stated that field 
commanders need responsiveness to command. That is the reason 
they give for each department having its own supply system. What 
are your observations on such a statement as that ? 

Major General Arnotp. My observation is—that, I would say, is the 
normal excuse when things don’t work. If something goes wrong, 
they say, “Well, it is not my responsibility. Joe Doakes didn’t give it 
tome.” And I think that is the wrong answer. Why, certainly there 
will be things that won’t happen the way you want them. But if you 
will get behind it and boost, you can improve a system to the point 
where it will work. And to my mind that is a very weak excuse; in 
other words, “I can’t do it because Joe Doakes is responsible for that 
part of it.” 

UNIFIED ENGINEERING CORPS 


Mr. Bonner. Now, you have here a representative of the engineers, 
an engineering group: In the Turkish set-up, will there be one engi- 
neering establishment for the three services ? 

Major General Arnoip. There would be one engineering establish- 
ment for all three services. 

Mr. Bonner. In your opinion then, in the States and in our national 
military forces, one Engineering Corps, then, could do all the engi- 
neering ¢ 

Major General Arnovv. To give you a good example, sir, I fought 
the war in the South Pacific, and in the South Pacific there were at that 
time naval engineers, CB’s. There were Army engineers of two va- 
rieties: There were aviation construction battalions, and other con- 
struction battalions with the combat detachments. There was no 
over-all control on engineers. So it happened in many cases there 
were engineers running out of both ears. In other words, each service 
would send engineers down to do a job, and you would have twice the 
number of engineers that you needed. Where you combine the engi- 
neering department, it doesn’t make much difference to my mind 
whether you call them Air engineers or CB engineers or Army engi- 
neers. One man said it takes so many engineers to build something, 
and send them down there. 

Mr. Bonner. In your observation, then would this subcommittee 
be safe in saying there was a waste of engineers and duplication of 
effort ¢ 

Major General Arnot. That’s right. 

Mr. Bonner. Well, we would be safe in saying, then, that if it is 
continued, there will be future waste and duplication ? 

Major General Arnoup. (Pause). If that is the significance of 
ia 

UNIFIED SUPPLY SYSTEM 


Mr. Bonner. Such is the picture that you saw. With a triplicate 
service, and if we get the triplicate supply system, it will naturally 
bring waste, again, the way that you interpret it. 
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Major General Arnotp. My considered opinion is that unification 
as originally contemplated would, I think, create a more effective 
force. I think if you go into triplication, you destroy the original con- 
cept of what you are trying to do, and to me it is only logical that you 
can do something better —the larger it is and in one area. For ex- 
ample, the chain { grocery stores provide economies in the things that 
you buy, far more than if you hadn’t this combination and if you tried 
to work it through three. 

Mrs. Harven. What is the draft age here? 

Major General ArNoip. Eighteen. Under their system, every- 
one is called up in their class. If they have insufficient funds to take 
the whole class, they will defer some of them. They are then called for 
the next class. They may not come in until they are 20 or so, because 
of the funds, but they never skip anyone. You will find people of all 
ages. I saw a soldier, a new one, on one of my visits, and remarked 
that surely he was not 18. I was told he wasn’t 18, he was 35. No one 
is missed. 

Mrs. Harpen. The vehicles * * * were those obtained from 
MDAP? 

Major General ARNOLD. Some of them were, but the majority of 
them were obtained from all different sources. 

Mrs. Harpen. Do you have any other items obtained through the 
military aid program not being used, or that could not have been used, 
because of lack of ordnance? 

Major General Arnotp, No, nothing. Of course some things have 
to be fixed. You saw some tanks being repaired this morning. Now, 
that tank is supposed to be deadlined, but it is being fixed. And these 
vehicles that I told you about, they are being fixed, and so it varies 
from time to time. * * * Now, those are the ones we had trained 
for 2 years. So we have lost a great number of drivers, a great num- 
ber of mechanics, a great number of people we have had for 2 years. 
Now we have that training process on new ones. Wehave * * * 
new ones, so there will always be that period of time when we have a 
big change-over, in which our maintenance will look bad. But give 
it another 3 months, and it is going to be all right. So I don’t want 
you to get die j impression that ‘those vehicles will never run. It isn’t 
that at all. It just means that at the time I spoke to you * * * 
of them were not running. It doesn’t mean that they can’t be fixed, 
and some of them will be fixed [illustrates by snapping his fingers | 
just like that. You know in all of the Armed Forces you would find— 
if you went out and checked—I would say that 10 to 15 percent of our 
equipment is deadlined for repair right now. So it isn’t as insufficient 
maintenance as you might think from plain statistics. 

Mrs. Harve.’ General, I understand that there was no Wacs, Wav es, 
and Wafs stationed here. Do you feel that you could use some? 

Major General Arno“D. You mean of our own / 

Mrs. Harpen. Yes. 

Major General Arnotp. Uh! Let mesee. [Laughter.] 

* * * * * * * 


Mr. Bonner. Perhaps Mrs. Harden would like to know whether it 
is contemplated to use women in the Turkish Army. 

Major General Arnop. In the Turkish Army, there has been no 
thought given to employing females in that particular type of work. 
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There is definitely the thought of employing females as nurses—a 
nurse corps. But as far as I know, employing them more generally 
hasn’t been given any thought whatsoever. In the first place, the 
Turkish women are not as advanced as American women are. There 
are exceptions, of course. There are certain Turkish women who have 
entered into the national life and that sort of thing, but by and large 
the Turkish woman has not had sufficient time to evolve into the type 
of person you would need. You couldn’ get enough of them. And 
then again there is the custom in Turkey, and there is a lot of feeling 
about it, that the men are to be by themselves. 

Mr. Meaper. General Arnold, your mission here commenced when— 
1948 ? 

Major General Arnovp. Actually in 1948. They made a survey in 
1947, 

Mr. Meaper. Since that time you have spent * * * in military 
aid? 

Major General ArNoup. Actually the total amount, including fiscal 
year 1952,is * * *. 

Mr. Meaper. You say that is the equivalent of present purchasing 
power of over * * *? Is that because you have had stuff trans- 
ferred here from surplus stores from other Army activities ? 

Major General Arnovtp. Yes, many things, such as tanks, came to 
a fraction of the cost. Many of the vehicles that we received initially 
were not new vehicles, but were rebuilt vehicles, and they were given 
to us at lower than the cost of manufacturing new vehicles. 


TITLE TO MILITARY EQUIPMENT 


Mr. Meaper. Now, when this equipment is turned over to the 
Turkish military forces, is the title transferred or is it like lend- 
lease—— 

Major General Arnovp. The title is transferred to Turkey, under 
the provisions of the act. On the equipment, sir, that we use for the 
headquarters—the car that I use to drive, for example, belongs to 
Turkey. It isnot United States Army property; all the supplies that 
are used here in the mission are actually supplies purchased and given 
to the Turks, and we merely use them here. 

Mr. Meaper. I take it that in addition tothis * * * you have 
the counterpart funds that are generated by ECA activities. Do you 
know how much they have been over the period ? 

Major General Arno.p. I can only tell you that part that has ap- 
plied to the military. This year is the first time we have ever used 
any, and that total has been 83.5 million lira—or it will be—plus 5.5 
million, or a total of 89 million lira. 

Mr. Mraper. What does that mean in dollars? 

Major General ArNotp. That’s about $34 million. 

Mr. Meaprer. Have you received surplus stocks from German 
sources—STEG—or perhaps before they were turned over to STEG— 
have you had a shot at those supplies in Germany ? 

Major General Arnoxp. I have not since I have been here, sir. I 
believe that some of the equipment that was initially furnished here 
was shipped out of Germany—a small amount. 

Mr. Meaper. You are not getting any from there now? 
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Major General Arnorp. No. 

Mr. Meaper. And do you know how long that has been true? 

Major General Arnotp. Well, I can say that it has been true, I am 
sure, for the last 2 years, and probably for 3 years—— 

Mr. Meaper. The bulk of the equipment for the last 2 or 3 years 
has been new equipment? From the United States ? 

Major General Arnotp. The bulk; yes, sir. 

Mr. Meaper. I think that’s all, Mr. Chairman. 

Mr. Bonner. General, in receiving equipment, do you find any 
equipment mismarked ? 

Major General Arnotp. How about that, Alec? Do you know of 
any equipment coming here mismarked ? 


STATEMENT OF LT. COL. ALEXANDER J. STUART, JR., CHIEF OF 
ORDNANCE SECTION, ARMY GROUP, JAMMAT 


Colonel Sruartr. This is Colonel Stuart, Ordnance, speaking. No, 
sir; the equipment is all, almost without exception, very well marked, 
very well packaged ; and the loss in transit is negligible. 

Mr. Bonner. Are any unidentified items received ? 

Colonel Sruart. No, sir. There is not a single time that I know of, 
of any importance at all, that is not identified. 

Mr. Bonner. Do you have any unidentified items in your inventory ? 

Colonel Stuart. No, sir. 

Mr. Meaper. General, I understood you to say that one more 
annual appropriation of something like * * * in your opinion 
would wind up this program. Do you feel that the Turkish Govern- 
ment will be able to maintain the present forces after that? 

Major General ArNnotp. No, sir. 

Mr. Meaper. What is your basis for your optimism that the program 
will come to an end? 

Major General Arnotp. I stated that it would wind up the heavy 
drain. I stated that you have to still keep appropriations of prob- 
ably * * * a year so long as you desire Turkey to maintain their 
present force. * * * 

COUNTERPART FUNDS 


Mr. Bonner. Mr. Donohue? 

Mr. Dononvs. Well, could that amount of money be acquired from 
counterpart funds if our new military aid program is continued? 

Major General Arnoxp. I don’t think so, sir, for the reason that 
you could not purchase a truck or a tank in the United States with 
counterpart funds. I am stating that after we take, say, this one big 
1953 appropriation, there will be a maintenance charge—as you call 
it—not for feeding the soldiers or anything else but for attrition. 
Say we would knock out a tank, or we knocked out 10 vehicles, or a 
gun blows up; then I state that it would cost about * * * a year, 
on estimate, for us to keep the forces at the peak of efficiency that 
they will have reached at the time. 

Mr. Dononvr. What are the counterpart funds being used for now 
in connection with the military ? 

Major General Arnotp. The counterpart funds are being used for 
the following purposes: Counterpart funds are being used to increase 
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the strength of the armed forces in Turkey— * * * that is one 
item. The second item, the counterpart funds are being used to per- 
mit us to increase our noncommissioned officer corps. Then 

Mr. Dononvr. Pardon me, General, when you say to increase the 
noncommissioned group, do you mean supplying them with clothing 
and food ? 

Major General Arnotp. The support—— 

Mr. Dononvr. And whatever salaries are being paid them? 

Major General Arnoxp. Well, the salaries are infinitesimal, but it 
is to provide the support required for the thousands of extra people. 
The panjor items are clothing, heat in the barracks, and food. I think 
the total amount of that isabout * * * and that is converted into 
lira. Other counterpart funds have been used to increase military pro- 
duction. * * * of these counterpart funds will go into military 
factories to produce the wagons and carts and other items that can be 
produced in Turkey. 

Mr. Dononvur. Well, let me ask you this, General: To help the 
Turks themselves has the Turkish tax structure been altered in 
any way? 

Major General Arnon. I didn’t get that, sir. 

Mr. Dononve. In other words, have they increased their taxes for 
the purpose of appropriating more money for military proposes? 

Major General Arnon. I believe, sir, that you will get the best re- 
sults if you ask your ECA on that, because that is out of my field. I 
have a general knowledge of it, but I would prefer that you get it 
from the horse’s mouth more or less. 

Mr. Dononve. Well, in the number of years that you have been 
here, has the tax structure been altered in any way ? 

Major General ArNoxp. As far as I know, the tax structure is now 
in the process of being altered, but I don’t think it has been altered 
since I have been here. I believe it is now up before the Grand Na- 
tional Assembly. 

Mr. Bonner. We will take that up with ECA. Time is growing 
short. 

Mr. Lantaff? 

Mr. Lantarr. General, your views on supply management within 
the Army are certainly heartily concurred in by myself and I believe 
the majority of the members of this committee, and it is most encour- 
aging to have the benefit of the views of a man of such experience as 
yours. I am wondering whether or not your staff has submitted 
written recommendations to the Turkish General Staff with reference 
to this type of supply system that you have commented on. 

Major General Arnotp. The Turkish General of the Army has been 
working with us about 2 years. There is now in the hands of the Turk- 
ish authorities a proposal to simplify their supply system. As far as 
I know, it has a very good chance of being adopted, and I hope it will 
be in process in the next couple or 3 months. 

Mr. Lantarr. That is a written recommendation, isn’t it? 

Major General Arnotp. That is a complete supply manual that the 
staff here drew up. We worked with the Turks on it and it was trans- 
lated, and at least two or three times it has been worked over back and 
forth. It still possesses some objectionable features that the Turks 
insist on putting in, which we will probably have to buy in order to 
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prevent delay. But even with what they have put back in, it is a very, 
very marked improvement over the system existing when we started 
on the job, 

Mr. Lantarr. It might be helpful to this subcommittee to have those 
written recommendations giving your thoughts on the type of supply 
system that would achieve the ends that you desire. If we could have 
a copy of it 

Brigadier General Cannon. I would like to ask a question, sir. 
Are you referring 

Mr. Bonner. Will you please state your name? 


STATEMENT OF BRIG. GEN. ROBERT M. CANNON, CHIEF, ARMY 
GROUP, JAMMAT 


Brigadier General Cannon. I am Brigadier General Cannon, chief 
of the Army group. It is questionable in my mind if the Congressman 
is asking about the supply system or the command system. 

Major General ARNoxp. Oh, the command system is what you are 
asking about? 

Mr. Lantrarr. No; I was asking about the supply system. The 
supply system as you described it, General, that is, an over-all supply 
management system. 

Major General Arnoxp. I believe we have a copy of that chart, the 
organization of the Turkish forces. It is an organizational chart we 
had about 2 months ago. I know the Turks have it, and I am hoping 
that it will be adopted. 

Mr. Bonner. I would like the staff to have an opportunity to ask 
any further questions they have. Mr. Ward? 

Mr. Warp. Yes: I would like to ask two or three. We visited the 
Army ordnance depot, and one of the generals told me that there are 
about * * *. Could we get the same sort of information on the 
other technical services ? 

Major General Arnoxp. I think so. 

Mr. Warp. I would like to find out how many line items there are 
in each of the technical services of the Army, not only of Ordnance, but 
Engineers and Quartermaster and so on, and also from the Air Force 
and the Navy if that information is available. I will make a little 
outline, if it is all right with these gentlemen, of just what is wanted. 

Then, there are two other questions. Admiral, you qualified your 
statement a little bit, but as far as the mission here was concerned you 
thought that a unified logistics system is all right. Do you think that 
the back-up in the States to support your mission out here should also 
be unified ? 

Rear Admiral Rees. I don’t know enough about it back there, 
frankly. I am not trying to evade the question. I simply don’t know. 

Mr. Warp. Well, let me illustrate it with this. Secretary Lovett 
has asked that there be one depot in San Francisco, in the Sixth Army 
Area, to supply all of the military services—for medical supplies only. 
From your point of view here, does it make any difference to you 
whether you get medical supplies from that depot or from any other 
medical supply depot ? 

Rear Admiral Rees. No difference, as long as we get them. 

Mr. Warp. That is all I have. Thank you very much. 

Mr. Bonner. Mr. Kennedy ? 
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Mr. Kennepy. General, could you give the committee an idea of 
the inventory level by months here, with regard to the technical 
services ? 

Colonel Srvarr. I will try. With regard to class II supplies, we 
have sufficient to carry us from year to year. Upon receipt of a year’s 
stock, we are in a position to hold them over until the receipt of the 
next year, so that our supply level varies from month to month in 
accordance with the shipments from the States, which are on an annual 
basis. That is with general supplies. With ammunition, it works 
pretty muchthesameway. * * * 

Mr. Bonner. Mr. Roback? 

Mr. Rosack. In line with Congressman Lantaff’s question, General 
Arnold, does the effort to integrate the Turkish supply system start at 
this level, or have you received any policy directives from Washington ? 

Major General Arnotp. I have received no policy directive concern- 
ing that. It started from this level. 


STANDARDIZATION OF EQUIPMENT 


Mr. Ropack. Now with regard to efforts toward standardization 
among the different countries in the aid program, how do you balance 
urgency needs against the standardization requirements? For ex- 
ample, you have facilities that will not be part of the standardization 
program 

Major General Arnotp. Well, when I speak of the standardization 
program, I mean the caliber of the gun, and so we use the same type 
of ammunition. If Turkey is attacked, for example, and there is 
World War ITI, the only possible source of resupply to keep Turkey 
in the fight would be from United States sources. It would be much 
simpler to try to standardize the Turkish weapons so that they fire 
American ammunition, so I could get that resupply. If we had to 
go back home to set up an assembly line to make something that the 
Turks needed that we did not make before, there would be too much 
delay on it. It is too expensive. So that is my thought entirely 
on it. On the nonstandard equipment we have, we are trying to 
manufacture, on our own resources here, enough stock so that we can 
use that for a considerable period of time after hostilities start. 

* * * * * * * 


Mr. Bonner. Had you finished, Mr. Roback? 

Mr. Ropack. Yes, sir. 

Mr. Bonner. And you, Mr. Kennedy, have you any further ques- 
tions? 

Mr. Kennepy. I would like to ask a few more questions. Colonel, 
with a to requisitioning cycle time from the States, what is the 
period 7 
Colonel Stewart. Previously it was approximately a year and a 
half. Now the States have greatly increased the efficiency of handling 
MDAP, so that now they are already taking some action on the 1952 
requisitions. They are getting ready to ship those, so it has progressed 
down from about a year and a half, and in some cases 2 years for 
hard-to-procure items, to under a year. 

Mr. Kennepy. Does not that vitally affect your planning here? 

Major General Arnon. Very definitely it vitatly affects the plan- 
ning, because we are always trying to meet a target date in the future. 
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Mr. Kennepy. Have you any recommendations to cut that time? 

Major General Arnoxp. Well, I would like to qualify the statement 
here. General Olmstead, who is head of the military defense 
assistance in the Office of the Secretary of Defense, was out here 
recently, and he said that he hoped to reduce the lead time to approxi- 
mately 1 year, provided that the situation in Korea and elsewhere 
allows it. If the fighting in Korea is going to continue or become 
more intense it affects us, because the things that are intended for 
us don’t come to us, they go to Korea. That is particularly applicable 
in the case of the Air Force. 

Mr. Kennepy. General, with regard to this particular area, is there 
any consolidation of programs with supply to the American military 
mission in Greece ? 

Major General Arnoip. With the Greeks? 

Mr. Kennepy. In other words, are shipments consolidated, is there 
transshipment from Greece, or is everything shipped directly from the 
States to Turkey ? 

Major General Arnowtp. As far as I know, everything, except some 
things that might come in an emergency by air, are all shipped respec- 
tively to Greece and to Turkey. They are not consolidated. In other 
words, a ship comes to Turkey and unloads, and one goes to Greece 
and unloads. Now it is possible that this happens: A ship goes to 
Piraeus and off-loads something for Greece. That same ship may 
come to Turkey and off-load the Turkish part of the order. 

Mr. Kennepy. Your spare parts must create a problem with regard 
to repair? For instance, you mentioned using German and English- 
type items; how do you meet that ? 

Major General Arnotp. That’s met in two ways. ‘The first way is 
the Turks manufacture locally. Secondly, they procure, with Turkish 
funds from their own resources, these items from the countries you are 
talking about. 

Mr. Kennepy. Have you run into any problems of that nature with 
regard to, say, German items ? 

Major General Arnotp. Problems? Yes. For example, the Turks 
have two battalions with German tanks for which there are no spare 
parts. The Turks are trying to get some of those. Repairs for antitank 
equipment have to be procured from Great Britain. But we don’t use 
aid funds for that purpose. 

Mr. Kennepy. Could you give the committee an idea of the security 
necessary to insure that the pilferage rate is kept at a minimum in your 
warehouses? For instance, do you have native guards? Or do you 
employ units in the Turkish Army to guard your supplies? 

Major General Arnoxp. The supplies that you saw this morning 
are not guarded by Americans. There are Americans on duty over 
there who are in the capacity of advisers and instructors. The security 
guard is furnished by the Turkish Army. In my own headquarters 
here I have no guard. I mean, I have no soldiers here—American 
soldiers. All of us here have a job to do. We are here furnished 80 
soldiers by the Turkish Army to perform our so-called exterior guard. 
We have an officer on duty 24 hours a day. The outside guard is all 
Turkish, and all supplies in Turkey are guarded and accounted for 
by the Turks themselves. 
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Mr. Kennepy. Could you approximate the rate of pilferage? 

Major General Arnoxp. I would say that it is practically nil— 
zero—no pilferage. 

Mr. Kennepy. Do you have any supplies on hand that you regard as 
excessive that could be transferred to other areas possibly by a request 
tothe Turkish Government ? 

Major General Arnotp. Not in sight at least, no. 

Mr. Kennepy. Thank you. 


MACHINE TOOLS 


Mr. Bonner. Mr. Lantaff, did you have another question ? 

Mr. Lanrarr. I have a question with reference to your machine 
tool needs here. Do you have here all the machine tools necessary for 
your rehabilitation operations? 

Major General Arnon. By and large, we have sufficient machine 
tools. There are, however, exceptions where a special type of machine 
tool would be required that we don’t have. That is particularly apro- 
pos if the Turks go into the manufacture of automotive spare parts— 
are: is, gears and what have you—in order to make production worth 
while. 

Mr. Lantarr. Have you requested 

Major General Arnotp. We are now surveying to find out what is 
required. In other words, there is an extensive survey. going on here 
now, both with ourselves and ECA, to find out specifically what can 
be made, where, and what quantities are required. In other words, 
to make anything at a reasonable cost we have got to make it in some 
quantity. It would be foolish to try to make two of this and three 
of that and four of that. It is cheaper to buy it from some other source. 
So that survey is being made at the present time, and it will come up 
with whatever tooling is required. 

Mr. Lantarr. Just for your information, General, that question was 
prompted because the committee was in Adak, and there we inspected 
a warehouse in which there was over $1 million worth of machine tools. 
Naturally, we are concerned, if possible, in getting them out of dead 
storage in Adak Island in the Aleutians and getting them into some 
spot where they can be used. So perhaps that list could be made avail- 
able to all of these-missions so they could screen it for any needs 
that they might have. 

Major General Arnoip. The Turk has been procuring machine tools 
over a considerable period of time. He bought a lot of machine tools. 
I wish you could go through this engine factory out here. It is new, 
ag modern. 

r 
x* 


* * #® 


. Bonner. Will you shut the machine off? 
* * * * * * 


Mr. Bonner. Are there any statements that your staff would like 
to make, General Arnold? 


* * * * * * * 
Mr. Bonner. Off the record, General. 
* * * + + * * 


Brigadier General AtexaANpER. * * *, 
Mr. Bonner. Does the Ambassador have any remarks? 
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STATEMENT OF HON. GEORGE WADSWORTH, AMERICAN 
AMBASSADOR TO TURKEY 


Ambassador WapswortH. * * * TI have been here 3 years. I 
have heard a lot from both Turkish and American military experts 
on that particular question. If Turkey is attacked by Russia, ob- 
viously Turkey will be in the war. However, a world war could start 
without an initial attack on Jurkey. In that event, Turkey will not 
be in the war initially unless and until Turkey is admitted to the 
Atlantic Pact. Under the pact it would assume commitments to per- 
form certain functions in connection with tasks of common interest to 
the defense of the Atlantic Pact community, and the area of the At- 
lantic Pact community, which with Turkey’s admission will include 
the area of Turkey. It is in that area that the American aid mission 
has been working in Turkey. Its primary objectives have been to 
increase the military potential of the Turkish armed forces; for the 
supply and equipment, and the training of the Turkish armed forces 
in the use of that equipment. Its armed forces are ready to fight 
Russia if Turkey is attacked, and the concept of how Turkey would 
fight Russia during these 414 years has been that, if Turkey were at- 
tacked, it would resist where it could, it would fall back where neces- 
sary under heavy pressure, * * *. We were building military 
potential in Turkey to help Turkey defend herself * * *. You 
see that Turkey’s role becomes different upon joining the pact—not 
just to defend itself or such part of itself as it would have the forces to 
defend, but to defend the * * * of our Atlantic Pact com- 
munity area * * *, Therefore, to answer your question again in 
a different form, if Turkey is in the Atlantic Pact, and if a world war 
starts, Turkey will be an active belligerent as of the first day of the 
war * * a 
Major General Arnotp. Thank you very much, Mr. Ambassador. 

Mr. Bonner. Thank you, General Arnold. That will conclude our 
conference this morning. 
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TUESDAY, NOVEMBER 13, 1951 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS, 
Ankara, Turkey. 

The subcommittee met Tuesday, November 13, 1951, with the ECA 
Mission to Turkey at Ankara, Turkey, Hon. Herbert C. Bonner, 
chairman of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold Donohue, W. J. Bryan Dorn, Cecil M. Harden, Charles B. 
Brownson, Bill Lantaff, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; 
John Elliott, State Department escort officer; and Brig. Gen. Clar- 
ence C. Fenn, Department of the Army escort. 

Economic Cooperation Administration Mission to Turkey repre- 
sentatives present: Orren R. McJunkins, acting chief of mission; 
Henry W. Wiens, program review oflicer; Clifton H. Day, controller ; 
Alonzo Taylor, industrial officer; Arthur V. Williamson, public roads; 
Hugh K. Richwine, agricultural officer; Lawrence J. Hall, informa* 
tion officer; John Habberton, special assistant to chief; Frederick G. 
Draper, technical assistant officer; Joseph Svoboda, trade specialist ; 
and Luella Edridge, reporter. 

Mr. McJunxins. We are delighted to have you gentlemen with us. 

Mr. Bonner. Please state your name for the record. 


STATEMENT OF ORREN R. McJUNKINS, ACTING CHIEF OF MISSION, 
ECA MISSION TO TURKEY 


Mr. McJunxins. Orren R. McJunkins, Acting Chief of Mission, 
also Deputy Chief of Mission, ECA Mission to Turkey. We are glad 
to have you people with us and we will attempt, within the short 
amount of time allotted to us, to tell you what ECA is doing and what 
they intend to do in the future. I will start by introducing our 
group: Mr. Day, controller; Mr. Taylor, industry; Mr. Williamson, 
United States Bureau of Public Roads; Mr. Wiens, program review; 


Norr.—Asterisks denote classified material deleted for security reasons. 
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Mr. Richwine, agricultural division; Mr. Hall, information division ; 
Mr. Draper, TA division. I think, with your permission, I will make 
a few brief opening remarks and then pass on to our specialists. 


BACKGROUND INFORMATION ON TURKEY 


Turkey is slightly larger than the State of Texas. There are about 

296,000 square miles. The population is slightly under 21,000,000 
people. Ninety-eight percent of the Turks are Moslems; 82 percent 
of the entire population are absolutely dependent upon agriculture. 
We think that there is no such thing as communism in Turkey. You 
may find a very slight indication, but there is certainly nothing of any 
particular importance. The Turkish Republic was founded 28 years 
ago under the leadership of Ataturk and his party remained in power 
until May of last year. At that time the present Democratic Party 
took office. 

Our mission realizes very fully that the United States Government 
has put over $81 billion into foreign aid. 

We are trying today to have a good program that will get them to 
stand on their own feet so that we can stop as much aid as possible. 


AGRICULTURAL DEVELOPMENTS 


There is in Turkey this year the largest agricultural crop they have 
ever had in the history of the country. We don’t claim the Marshall 
plan did it. It is due to an accumulation of things. When we ar- 
rived in 1948 there were about 2,000 tractors in T urkey. Today there 
are about 20,000 with 4,000 more to be delivered between now and next 
year. We have been able to put about 2 million additional acres of 
land under cultivation. There are still 8 million acres of land that 
have never been tilled. We are trying to make Turkey the bread- 
basket of this part of the world. One way of doing this is with modern 
agricultural equipment and with the techniques we use back in the 
States. I will now call on Mr. Richwine. 


STATEMENT OF HUGH K. RICHWINE, FOOD AND AGRICULTURE 
OFFICER 


Mr. Ricuwixe. My name is Hugh K. Richwine, food and agricul- 
ture officer. Turkish agriculture is the backbone of the nation’s 
economy, Agriculture produces approximately 50 percent of the na- 
tional income. Agriculture earns over 90 percent of the foreign ex- 
change that is earned. Agriculture isn’t spectacular in Turkey, but 
without a strong agriculture I doubt very much if the Turkish Army 
could function very well. Turkey is fortunate in having a lot of 
natural resources, especially land, as Mr. McJunkins has told you. 
She has a favorable climate and, furthermore, she has a people that 
will work and people who want to learn to do better. 

I know you are interested in what progress we have made. With 
ECA help agriculture has progressed with the No. 1 job of getting 
increased production. In fact, agricultural production is ahead ot 
schedule—ahead of the goals set w vith the Turkish Government about 
21% years ago. Certainly we have spent a lot of money on agricul- 
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ture. Approximately $50 million for machinery and requisites of 
production. Forty million dollars worth of those have arrived and 
are in use on Turkish farms. 

To give you an indication of what has been accomplished—in cotton 
in 1948, one of the higher years of cotton production, not the highest 
quite, the production was 55,000 tons. This year it was 160,000 tons. 
Two and a half years ago we were going to be happy if we reached 
a production of 100,000 tons. For cereal the highest production on 
record was 8.9 million tons. This year it is 10.6 million tons. The 
goal we hoped to reach in 1952 was 10.4 million tons. Taking a look 
at this and taking out the weather factor, taking the highest yield 
before, the highest acreage, comparing both wheat and cotton and 
using a reasonable price (not 50-cent cotton but 30-cent cotton) there 
is an increase now as compared to pre-Marshall plan of $140,000,000 
in production for1951. Some of the things they have spent, the money 
on is power farming equipment, sprayers, dusters, pesticides. We 
couldn't raise cotton in Turkey until we controlled the insects. We 
got irrigation pumps and better seeds. Most of all we haven’t neg- 
lected spare parts and we are training people to look after the ma- 
chinery. There were no shops for agricultural machinery in Turkey. 
Today there are 70 good shops and we have some good mobile units 
to get out into the out-of-the-way places. Agriculture has become 
respectable. National attention has been focused on agriculture. 
Due to all the information the Turkish Government has put out the 
peasant farmers are going ahead with a little more hope in the future 
and a lot more confidence. 

There are some other things to do here through the technical assist- 
ance program that is trying to teach the Turks to do things for them- 
selves. We have been trying to get them to see some of the things they 
ean do without outside help. For example, the ministry of agriculture 
has in the past used a seed treater to treat wheat seed for smut. They 
cost quite a lot of money. Last year we got them to make one, home- 
made one. This year they made 1,000 and used them. They also 
learned to pile the seed on the ground and mix it up with chemicals, 
cover it over with skins and get the seed treated in that way. This 
year they treated 150,000 tons of seed wheat just with things they 
already had in Turkey except for the pesticide. 

I have been emphasizing agriculture, but it always seems to me they 
never give agriculture enough accent. The time in Turkey to do 
something about agriculture has been relatively short. We hope with 
the increase in production that Turkey will earn enough foreign 
exchange to maintain her pool of machinery in Turkey and help the 
little farmer who uses animal equipment to keep moving up and up. 
We have got to watch very carefully for opportunities to work along 
with the Turks on improved methods and know-how. 


TURKISH INDUSTRIAL DEVELOPMENTS 


Mr. McJunxins. Industry in Turkey is about 70 percent owned and 
operated by the Government. This, of course, is very contradictory 
to the American way of thinking, but there is a reason for it. I won't 
attempt to try to justify it but will simply state facts. In the absence 
of large holdings of money the Turkish Government has taken the 
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initiative to build and operate these plants so as to provide at least 
part of the requirements of the country. Turkish industry is what 
we call light industry. They have a medium-sized steel plant, some 
textile plants, mechanical and chemical plants, sugar plants, a 
few cement plants. Those are the most important plants in Tur- 
key. * * *, Last May the Government passed a bill to encourage 
private foreign investment in Tur key. It protects private enterprise 
by (1) protection against confiscation, (2) prevents excess taxes on 
re capital, and (B ) permits some of the e: irnings to be taken out 
of the country. Lever Bros, which, as you gentleman know, is one 
of the biggest companies, agreed to build an “oleomargarine plant at 
Istanbul. “Squibb ros. are going to build a chemical plant there, 
Those may be the beginning of what we think might be a change in 
the industrial picture in Turkey. General Electric has already built 
a small light-bulb plant in Turkey. 

Mr. Taylor. 


STATEMENT OF ALONZO E. TAYLOR, INDUSTRIAL OFFICER 

















Mr. Tayxtor. Alonzo E. Taylor, San Francisco. My work here has 
been primanly in increasing military production * * * 

* * * The Industry Division has been trying to help the develop- 
ment of those things that pertain to arms manufacture—more steel, 
coal, electric power rand also, of course, our big program is working 
on strategic materials—the development of chrome, copper, antimo- 
nium and even asbestos. Turkey is the largest producer of chrome. 
The production of manganese will be 30,000 tons next year. Sulfur 
has been tripled. Copper has been doubled since ECA—it is now 
25,000 tons a year. Those are not all we are working on, but I think 
it will give you the idea that military production is basically what 
we are interested in. 

Mr. McJunxins. Mr. Wiens will give us the picture in programing. 


STATEMENT OF HENRY W. WIENS, PROGRAM REVIEW OFFICER 











MILITARY PROGRAM 


Mr. Wiens. Henry W. Wiens from California. Mr. McJunkins has 
indicated the size of the program and asked me if I would say a word 
or two about the military program. Our initial program was strictly 
economic in character but in a country with as heavy a military 
burden as Turkey it is impossible to carry out a strictly economic 
program. We hope that we are going to be able to increase production 
over a period of a year so that they “will be able to sustain it without 
outside assistance. It is our estimate—and all of the present projects 
will be completed with the exception of one hydroelectric project— 
those will be completed by the end of this fiscal year—financially 
speaking they will be complete, and we will be primarily interested 
then in assisting Turkey in their military effort. We did attempt to 
establish the balance that existed in prewar Europe. In prewar 
Europe they got their food from Eastern Europe, but with the ringing 
down of the iron curtain, Western Europe wasn’t able to buy in the 
east which is one reason for the dollar shortage. We have been work- 
ing in Turkey to fill this gap with Turkish ‘food production and ex- 
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ports. With the coming of Korea, however, we soon determined, on 
the basis of instructions of course, to try to reorient our program 
more closely to follow the military pregram. This developed over a 
period of time and we got a request from the military asking if we 
couldn’t do something to help them expand their NCO program. No 
doubt General Arnold mentioned that to you. At that time our funds 
could not be used directly for military purposes, but we got $4,000,000 
of assistance and got the Turkish Government to undertake the NCO 
program out of their own funds. Later on in about April the United 
States Government agreed to make available a total of $31,000,000, 
including the $4,000,000 for granting economic assistance to Turkey. 
We have, therefore, agreed to release counterpart * * * to in- 
crease the size of the military program * * *. We waited for the 
passage of the new act before we could release the funds. They used 
their own funds in the meantime—they were working on a reimburs- 
able basis. 

Mr. McJunxins. Under the new Military Security Agency we are 
going to reorient (1) military production and (2) productivity and 
(8) economic programing. In addition to what Mr. Wiens has said, 
we have been helping out in the railroad field. We have helped them 
repair 250 locomotives. We have increased the coal production and 
also production in the steel industry. We have gotten the steel in- 
dustry to turn out rails for the railroad. 

I would like to have you take a few minutes, Mr. Day, to tell us 
what has happened to the equipment. 


STATEMENT OF CLIFTON H. DAY, COMPTROLLER 


ECONOMIC ASPECTS 


Mr. Day. Clifton H. Day, comptroller of the mission from Boston. 
I would like first to give a brief over-all picture of the total program. 
It is a $157,000,000 program and broken ‘baa : Consumer goods, $15,- 
000,000; agricultural equipment, $50,000,000; technical assistance, 
$2,000,000 plus ; industrial equipment and mining equipment, $74,000,- 
000; public-roads program, $16,000,000; a total of $157,000,000. 

The primary responsibility of the comptroller is to conduct end-use 
investigations commoditywise to see to it that the a. gets in 
here, used promptly, used properly, and not misused. We are very 
fortunate insofar as Turkey is concerned that the Turkish Govern- 
ment’s ideas coincide with our own. They recognize the need for 
equipment and have made a great effort to see that the equipment gets 
used properly and promptly. At the present time there is $800,000 
worth of agricultural equipment that arrived too late for the season. 
That will be picked up in the development of new land areas when 
the season comes around again. We are working from west to east 
and we are the furthermost Marshall-plan country from the United 
States. We have to allow 4 to 6 weeks by freighter to Istanbul or 
Izmir, the two primary ports of Turkey. 

In the industries themselves, one of the things I think should be 
particularly mentioned is the fact that we have a warehouse spare 
parts system equally good to that in the States. Spare parts are kept 
in warehouses and they keep them properly classified and maintained. 
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They use a perpetual inventory system—like items are kept in bins, 
They are perhaps even more fussy than we are because it takes three 
signatures to get a cotter pin from a bin. We believe on maintenance 
we have a very good program. Spare parts average 12 percent of the 
capital investment. In addition we have nearly $1,000,000 of ma- 
chine-tool-maintenance equipment and spare parts to insure the main- 
tenance of equipment. 


STATEMENT OF FREDERICK G. DRAPER, TECHNICAL ASSISTANCE 
OFFICER 


TECHNICAL ASSISTANCE PROGRAM 


Mr. Drarrer. Frederick G. Draper, technical assistance ollicer, for- 
merly with HICOG in Germany, Buffalo, N. Y. The technical assist- 
ance program in Turkey to date involves a little over $2 million and a 
corresponding amount of Turkish lira. It covers nine ministries and 
the Prime Ministry; ministries include agriculture, communications, 
state enterprises, labor, finance, and public works, and also the univer- 
sities have an educational program, primarily for improving public 
administration. Of 69 projects in the program, 25 have been com- 
pleted and 29 are presently active. Those 29 involve 13 projects of 
Americans coming to Turkey—vs8 Americans—and 16 type A, Turkish 
trainees to the United States. There are approximately 100 Turks in 
the United States now. The over-all program involves 120 Americans 
to Turkey and 320 Turks to the United States. From the total of 
54—25 complete and 29 active—there is an additional 12 projects 
pending recruitment and arranging. Of those, eight are to send Turks 
to the United States for special training and four are bringing Ameri- 
cans here. The biggest one not already active is bringing 15 extension 
specialists here to assist in expanding the agricultural program. They 
will be subject specialists and also will be able to do general extension 
teaching work and help to set up programs. They will work directly 
with one of the key projects which is the Starch agricultural advisory 
group—seven men who.work directly with the Ministry of Agriculture 
as advisers in their fields. We have 62 agriculturists to be trained in 
the States along with that program. 

Mr. McJunxins. I would like to make a few closing remarks on the 
financial situation in Turkey. At present there is a deficit of half a 
billion Turkish lira. Here is what we are trying to do—offset this 
deficit. Turkish taxes are largely derived from sales taxes and import 
taxes. * * * This year they put in a personal income tax. It is the 
first tume they have ever had a personal income tax. * * * For the 
first time since the First World War they have exported coal. * * * 
Cotton exports for the first time are higher than tobacco. They are 
increasing corn prodnetion. Very briefly what is happening in Turkey 
this:year 1s a major increase of exports which will run more than what 
the Marshall Plan has put into Turkey in the 3 years she has been here. 

Mr. Bonner. Gentlemen, we thank you for your interest. I regret 
very much that we are just simply running behind schedule and we 
haven’t time to ask such questions as we would like to ask. Our staff 
members will remain for this purpose. 

Ray Ward and Thomas A. Kennedy remained to hear the report 
of Arthur W. Williamson, and proceed with questioning of ECA staff. 
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STATEMENT OF ARTHUR W. WILLIAMSON, DIVISION ENGINEER, 
' UNITED STATES BUREAU OF PUBLIC ROADS 


PUBLIC ROADS PROGRAM 


Mr. Witz1amson. My name is Arthur W. Williamson, division engi- 
neer, United States Bureau of Public Roads. I came here on August 
1 from Denver, Colo. We operate in Turkey under a written agree- 
ment between the Turkish Government and the Bureau of Public 
Roads. The first fund made available was $5,000,000 under an Ameri- 
can aid grant. Since that time Turkey has asked for and received 
ECA loans of $18,500,000, a total of $23,500,000. Our plan today in 
Turkey is to advise the Turkish Highway Department in all technical 
matters, including the acquisition of equipment, the setting up of an 
organization, the construction of maintenance shops, the equipping of 
those shops, the operation of equipment and all of the minor details 
that go with operating an up-to-date State highway department. 
We have attempted to establish them as firmly as we can in their own 
organization so that they may go forward with the work when we 
leave. At the present time, after studying the situation, we feel that 
they should be granted an additional $4,500,000. That will put them, 
what we call over the hump, and they will be able with their own funds 
and own revenues to go forward and carry out the work of a logical 
program of both construction and maintenance. At the present time 
they have under machine maintenance 15,600 kilometers of highways. 
I say machine maintenance to differentiate between the old type of 
hand maintenance where the work was done largely by men sweeping 
materials from the edge of the road onto the highway with brooms. 
We are able to do machine maintenance for much less cost than the 
old hand methods. This 15,600 kilometers compares with an esti- 
mated 6,295 kilometers which was originally planned they would be 
able to put under maintenance at this time which is more than double 
the original estimate. They are very well up to schedule on the 
highway improvements. We feel they have a well organized depart- 
ment. Like every highway department, both in this country and 
everywhere else in the world, they are short of money. However, 
they have made arrangements and have been assured by the people 
in power they will be granted sufficient funds, if they can have this 
loan, to carry out the program as they had planned it and will com- 
plete their national system of highways in the 9-year period to an 
all-weather standard system of roads. I believe that covers the essen- 
tial points. 

SPARE PARTS AND MAINTENANCE 


Mr. Warp. How much of your equipment is laid up because of lack 
of parts? 

Mr. Witttamson. That would be a rather difficult statement to make 
with ay degree af accuracy. I would estimate that the percentage 
is probably not over 10 or 15 percent. 

Mr. Warp. Do you have a preventive maintenance program? 

Mr. WittiAmson. We do recognize the need for keeping equipment 
in operation. We took out of the ECA loan money over $1 million to 
buy additional spare parts in order to keep the equipment going satis- 
factorily. It was originally planned that the Turkish Highway De- 
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partment would be able to have local dealers buy these parts and make 
them available and that they would buy them with Turkish lira. Due 
to the difficulty of getting foreign equipment in here and putting it 
on the market, they were not able to do that, and due to the difficulty of 
securing dollars for purchasing outright in the States, they came and 
asked that they be permitted to buy spare parts out of the loan which 
was granted. That amounted to $1,160,000. 

Mr. Warp. Do you keep individual equipment records on available 
types of equipment ? 

Mr. Wituramson. Yes, sir. However, they are not entirely satis- 
factory because the Turkish Highway Department has not reached 
the point where they realize the full value of detailed inventory 
records. We have been working on it. One of the first things I dis- 
cussed when I came here was that and at the present time we have 
a definite promise from the director of highways that he will start 
instituting that set-up. We have written to Washington asking that 
they send us over a man thoroughly familiar with setting up such a 
procedure and I hope to be able to start that soon. 

Mr. Warp. Isn’t it fundamental to an equipment machine program 
to have such records ? 

Mr. Witu1amson. Absolutely. I would say without it, it is like a 
man trying to operate with one hand. 

Mr. Warp. At this point, I would like to ask the gentleman from 
ECA if they have a similar program on ECA equipment. 

Mr. Wrens. I wish you would speak to Mr. Richwine about that. 

Mr. Ricnwine. Do you mean, di we have individual records on 
each piece of equipment? No sir, we don’t. That is an impossibility. 
Equipment is privately owned. It is brought in by private importers 
and sold to individual farmers and groups of farmers. 

Mr. Warp. Is it properly maintained ? 

Mr. Ricuwine. No more so than I could answer that question for 
our equipment in the States. I took special notice this summer when I 
was home and most of our equipment is not properly maintained. We 
started out from scratch with a training program for operators. A 
man must have know-how to operate machinery. There are about 10 
things he must know—how often to change the oil, what grade of oil 
to use, how to put water in the battery and fluid in the tires and how 
to grease parts. They are doing fairly well. 


NEED FOR PREVENTIVE MAINTENANCE PROGRAM 


Mr. Warp. Isn’t it a waste of money not to have that kind of pro- 
gram ? 

Mr. Ricuwine. We have that kind of a program. We have a train- 
ing school and we have men training the farmers all the time. You 
can’t train people to service a tractor and operate it until they have a 
tractor. It is a continual job of training. The oil companies are 
helping the Ministry of Agriculture. 

Mr. Warp. That is my point. I don’t see the relationship of this 
to what they do in the States. I know it is hard to get people to main- 
tain their own cars in the States, but I think we should insist on the 
maximum in the way of good machinery practices. 

Mr. Ricuwine. We have done that, but it takes a training job. It 
is all agreed to, but it is a training job. The Ministry of Agriculture 
has 13 teams out there, not only inspecting but working with the farm- 
Ws ~t 9 aad pointing out what to do, but training them what they 
should do. 
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Mr. Warp. I would like to develop the point we discussed last night. 
Without an inspection system it doesn’t do much good to have the 
machinery. Would it be possible to work with the Turkish Govern- 
ment so that equipment not properly maintained could be taken away 
and given to someone who would maintain it to get the maximum 
effect ? 

Mr. Ricuwrne. It would be difficult for the Turkish Government 
to do this. This farmer bought the equipment. He mortgaged his 
land and made the down payment. It is his tractor. Turkey is a 
democracy. 

Mr. Warp. It is the farmer’s property, but it has been made avail- 
able to him as a sort of national asset at the expense partly at least of 
the American taxpayer. 

Mr. Ricuwine. I would like to correct one thing I said a few 
moments ago which was probably misunderstood. The tractors have 
been increased from 2,000 to 25,000, but, after all, only 6,500 are ECA 
financed. Our tractors are in the minority. 

Mr. Warp. In the selection of people who are going to receive ECA 
tractors, is their ability to maintain equipment considered ? 

Mr. Ricuwine. That has been done. The Agricultural Bank will 
not extend credit or sell equipment to a farmer unless he knows how to 
operate it and maintain it. It is impossible to actually police this thing. 

Mr. Wiens. It is a much easier proposition to inspect and to follow 
through on such a program where you have a unified organization with 
set inspections, than to inspect 19 million farmers over an area the 
size of Texas. * * * We couldn’t maintain adequate records on 
tractors. It is very well to maintain adequate records for a unified 
organization that can send out inspectors. The military here has 1,300 
people and we have 36 people. Obviously, if we were to do a good job 
of inspection, we would need 360 people instead of 36. We would run 
up a lovely administration bill, but we would probably get the in- 
spection done. 

Mr. Warp. What percentage of the equipment you have furnished 
is not available because of breakdowns? 

Mr. Ricnwrne. I would say not over 2 percent. The problem of 
breakdowns hasn’t happend yet. We are looking for it in about 2 
years from now. We have been looking ahead to that and that is the 
reason for having spare parts here now. Certainly they have an ac- 
cident once in a while. 

Mr. Warp. Then you are not really suffering from lack of spare 
parts ¢ 

Mr. Ricuwine. No, sir. 

Mr. Wiens. With reference to agricultural maintenance, at the 
suggestion and almost insistence of this Mission we have gotten the 
Turkish Government to agree to a counterpart program of about $15 
million—a bit more, $17 million—the primary purpose of which is 
extension work, including particularly instruction in maintenance 
and use of machinery, as wel as improved methods. I think that is an 
extremely important point. We are sending trainees to the United 
States for training and we are bringing experts here. We are inter- 
ested in not only seeing that the machines brought in from the United 
States are properly maintained, but that the others are properly 


' maintained also. We have very strongly stressed maintenance and 


spare parts and this is the bulldog who has done it—Mr. Richwine. 
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EQUIPMENT UPKEEP 


Mr. WituiaMson. You are interested primarily in the upkeep of 
equipment. That is part of our program for the highway department. 
We have divided the State into 10 divisions. Each division 1s divided 
into a number of districts and in each division there is a central repair 
shop for Repaiag all types of equipment. Those shops are as well 
equipped as any shops in the States. This $414 million that they are 
reque ting as an additional loan would include tools and equipment for 
20 district shops. We know the grave danger of having people operate 
equipment without knowing how to properly repair it. We have at 
each district a shop superintendent. Iam trying to get them to recruit 
and send over, so that they will have in each division shop, at least 
two mechanics who can go out on the road, watch the equipment be- 
ing operated, instruct the operators, and do preventive maintenance. 

Mr. Warp. Do they check the equipment for oil ? 

Mr. Wiiu1amson. Absolutely. We make out charts and put them in 
each piece of equipment. We realize that is one of the more important 
things in the upkeep of equipment. 

Mr. Wiens. May I make a statement on the industrial side of the 
program? On practically every industrial project we have an Ameri- 
can engineering firm assisting in the installation of equipment, as 
well as training the operators. We have mining projects on the Black 
Sea. Turkey is not only self-sufficient in coal, but has been able to 
export some. There are two large American industrial firms of en- 
gineers assisting in the installation of equipment. This was a con- 
dition on which we would agree to undertake the project. They 
are keeping careful and accurate records. They can do it because 
they have a unified agency. The farmer is taking much better care 
of his equipment. It is the kind of thing we have been working on. 
It won’t be perfect. It is, however, so much better than it was when 
we first came here. While we have invested.a very considerable por- 
tion of our money in the coal-mining projects, we expect that the 
largest increase in the national income will come from an increase in 
agricultural production. Our biggest stress has to be on agriculture. 

Mr. Warp. In the States the equipment situation is getting rugged. 
There is not enough scrap available to keep the mills going. We have 
to get more scrap or the mills will shut down. Equipment sent to this 
country, or any other country, is something very valuable. 

Mr. Wrens. We are in agreement. 

Mr. Ricuwine. We realize that this pool of equipment must be kept 
operating. 

SCRAP AND SALVAGE 


Mr. Wiens. Did you get a statement on scrap? The scrap drive was 
started here roughly 4 or 5 months ago. * * * There is an esti- 
mated 250,000 tons of scrap in the country and negotiations are in 
process currently for the export of all of it by one company. We hope 
one company will come in and take it on the spot, wherever it is, and 
export it for use in steel production. We hope that will be successful. 

Mr. Kennepy. Will there be a penalty clause so that piles of scrap 
will not be sold five or six times with only the cream being siphoned 


off? ; 
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Mr. Wiens. This would be a direct sale between Turkish Govern- 
ment and this exporter—one purchaser for all the scrap owned by the 
state railways, state seaways and even by the military. We hope the 
Government will sell to one purchaser so that it will be a large worth- 
while undertaking. 

Mr. Kennepy. aie the Mutual Security Act of 1951, there will be 
greater integration of economic and military aid than you have had in 
the past and as a result items brought up in industries, in agriculture, 
and in public roads are all parts of the same program. In fact, as 
the MSA takes form and as it progresses there will probably be im- 
provement in inspection. I think that is probably one of the best 
features that will come out of MSAeffort. * * * 

* * * * * * * 


HIGHWAY PROGRAM 


Mr. Kennepy. What is the type of road the Turks are contemplat- 
ing for a national network—as we know it back home? Primary, 
secondary ? 

Mr. Wiu1aMson. At the present time under their existing laws, the 
Turkish Highway Department can only improve what they call their 
national system of highways. There is no other provision with the 
exception of the funds that are made available—and I don’t know the 
amount of those. We have no contact with that and I don’t know 
about it. 

There are certain appropriations made right to the provinces and 
the villages. That money is handled through the highway department 
and the local villages. It doesn’t enter into the program. * * * 

Mr. Wrens. Could I add a word to your general statement? I hap- 
pened to be back here 3 years ago when this road project was first set 
up and I am very happy to say that it is a shining example of what 
a group of Americans from the United States Bureau of Public Roads 
can do in a short period of time. There are about 24,000 kilometers 
roughly, aren’t there ? 

Mr. Wituramson,. That is approximately the mileage of the national 
system of highways which they plan, with their present income and 
with the loans from ECA and the additional $5 million grant, to 
improve in the 9-year period. We think they can accomplish that and 
keep up with the maintenance of it. However, with the rapidly grow- 
ing traffic, I am a little bit doubtful. In highway improvement, once 
people get a taste of it they want more. We have oiled the roads 
between here and Konya and there is a big demand all over the country 
for oil to get rid of the dust nuisance. We get pressure from every 
point to give them oil and maybe that pressure will become so great 
they won’t be able to go ahead with the plan as originally laid out. 

Mr. Kennepy. Do you have any separate bridge construction in 
connection with your program ¢ 

Mr. Witu1amson. We don’t speak of the bridge work separately from 
the roads. Highways include bridges. They have constructed 48 
major bridges across major streams where the structures are at least 
100 to 500 feet in length. They are carried along with the road pro- 
gram, as part of the highways and we don’t distinguish between them. 

Mr. Wrens. When we began the program, the national system of 
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highways, 24,000 kilometers of roads were not improved. There were 
very few over which you could travel in the winter. The initial pro- 
gram was to get 7,000 kilometers of all-weather roads. Now there are 
roughly 15,000. In the national roads system the improved roads 
weren't all together and the big thing was to get links done so that you 
could travel from one part of the country to the other. From here 
to Konya it takes about 4 hours by road and it used to take 26 hours 
by rail. You can imagine what it has done, reduced freight rates, 
increased production—they can get their produce out of the area in 
4 hours. You can go from here to Istanbul for 71% lira (about $2.50) 
by bus. By train I think the price is something like 25 LT. You have 
these great reduction in prices. 

Mr. Kennepy. Is the railroad system nationalized ? 

Mr. Wiems. Yee * * * 

Mr. Kennepy. Have the Public Roads people made any recommen- 
dations to the Turkish Public Works Department so that in the event 
our program ends they will have a management capable of carrying 
on the program in the way of maintenance / 


STANDARDS FOR TURKISH CONTROL OF PROGRAM 


Mr. Wituramson. Our entire work is directed toward that point. 
We don’t have any plans for staying in Turkey any longer than to 
the point when the Turkish Highway "Department can take over. We 
make them do the work, we don’t do it for them. They must do it. 
We try to teach them how to do it in the best way and assist them in 
setting up every department, traffic survey, testing laboratory, foun- 
dations investigation, etc. Every department as we know it in mod- 
ern, up-to-date highway departments in the United States. They 
are working toward that end. We don’t do the work. We just 
advise. Their own organization is set up. They make their own 
surveys and make their own plans. We just supervise. The same 
thing applies to the equipment shops. They all have Turkish per- 
sonnel and we try to advise them when they reach a point where they 
don’t understand what to do. 


FURTHER STATEMENT OF FREDERICK G. DRAPER, TECHNICAL 
ASSISTANCE OFFICER 


Mr. Draper. Last May we considered a project for sending high- 

ray engineers to the States. There were 24 in the initial project 
<n left last summer and they have started coming back now. Their 
training was initiated in the Bureau of Public Roads in Washington 
and then they were sent out to highway departments throughout the 
States to give them training in various sectors according to where 
they will work—programing, planning, design, bridge construc- 
tion, ete. They visited several equipment manufacturers’ plants so 
that they would know the manufacturers’ assembly and maintenance 
of equipment. There is a new group now of 45 from which we will 
select 30. The second group of trainees will have the same kind of 
training. They are now undergoing English instruction in courses 
that have been set up under Technical Assistance. They will have 
a nucleus in the Department with special training in the States— 
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practically in-service training so they should be quite well equipped. 
The chief of the highway department is a graduate of the Univer- 
sity of Illinois. 

STATISTICAL BASES 


Mr. Kennepy. One last question I would like to ask Mr. Wiens. 
I notice in this brochure you have statistics—prewar and recent 
years. How valid is the statistical system here? 

* * * * * * * 


Mr. Wiens. The system is steadily improving, although we cannot 
say that all figures are 100 percent correct. We have attempted to 
choose the most conservative figures. We have had to make adjust- 
ments in prices, but we have tried to stay on the conservative side. 


COMMENTS ON THE TURKISH ECONOMY 


Mr. Kennepy. Is the economy of Turkey, through the introduction 
of foreign aid, going through an inflationary phase? 

Mr. Wiens. We have tried to make adjustments for price changes. 
Since 1948 we have had ups and downs in prices and also seasonal ups 
and downs. In a thin economy almost anything will affect it. We 
usually have rising prices in the winter months and they go down in 
the spring and summer. The prices now are roughly the same as they 
were in 1948. Immediately after Korea there was a very strong in: 
flationary trend, but with the prospects of a bumper crop prices have 
come down. Index figures are roughly as they were in 1948. The 
Turks are very afraid of budget deficits and are afraid of inflation. 
They are pretty hard currency people and don’t like to inflate their 
currency, if they can help it. 

Mr. Kennepy. This completes our questioning, gentlemen; on be- 
half of the subcommittee, we thank you for your cooperation and 
courtesy in this discussion. The conference is adjourned at this time. 


ANKARA, TURKEY—EXHIBIT 1 
INFORMATION FURNISHED DuRING ECA CONFERENCE 


TURKEY’S STRATEGIC IMPORTANCE 


Through possession of the Dardanelles and the Bosporus, Turkey controls 
the strategic communications between the Mediterranean and the Black Sea and 
the great south European inland waterway of the Danube. She interposes a 
shield between the U. S. 8S. R. and the Arab countries and Africa and borders on 
Iran. She is located on Soviet Russia’s flank and a glance at a map will show she 
is nearer in air miles to that country’s oil supplies and major industrial areas 
than any other of our allies. 


TURKEY'S MILITARY STRENGTH 


With the exception of the United States, Turkey is today militarily the 
strongest free nation bordering directly on Russia. Her military strength 
provides a major contribution to the forces in being immediately available to the 
Western World. She has one of the largest armies in existence outside the iron 
curtain. 

Despite the imminently threatening situation on both her Russian border to 
the east and her Bulgarian border 1,000 miles to the west, Turkey was the first 
Marshall plan country to offer infantry to support the position of the United 
States in Korea. And for every 1 of the 4,500 men who were sent, there were 
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more than 6 who sought to volunteer. Among the 13 countries which have sup- 
plied troops to aid Korea, only two—the United States and the United Kingdom— 
have sent more men. 


STRATEGIC RAW MATERIALS AND FOODSTUFFS 


Turkey is primarily an agricultural country, and her industry is relatively 
undeveloped. Therefore she cannot be expected to make a major direct con- 
tribution to building up her arms and those of her sister nations of the west. 
Nevertheless, she is supplying significant amounts of the strategic raw materials 
and foodstuffs needed for the strengthening of the free world. 

Already she is playing a useful part in supplying the United States and Europe 
with certain indispensable strategic raw materials like copper and chrome. 
(Production of these minerals can be more fully exploited given United States 
aid.) At the same time Turkey must continue—as she has in the recent past— 
to supply Europe with important quantities of cotton, oil seeds and foodstuffs. 

Development programs undertaken with United States assistance promise to 
provide this year for the use of the west significant quantities of coking and 
steam coal, iron and iron ore, and if vigorously pursued, to provide considerably 
larger quantities next year and the year after. While quantities are not im- 
pressive in comparison with United States production, they can spell the differ- 
ence between a difficult position and a tolerable one. For example, it is calcu- 
lated that Western Europe’s coal deficit on a minimum-consumption basis is 
about equal to the expected increase in Turkish production resulting from 
United States aid. 

In addition, Turkey has unexploited resources of manganese, sulphur and 
lead, all urgently needed materials for rearmament. 


TURKEY—ASIATIC STRONGHOLD OF DEMOCRACY 


Many parts of Asia are struggling against Communist-inspired turmoil. Many 
have but recently achieved independence and are still in early stages of the 
process of building up their governments and economies. Few have strongly 
anticommunistic governments oriented toward the west. 

Turkey is located in Europe as well as in Asia and is firmly oriented toward 
the west. Her religion, her history, and the fact that most of her territory is 
in Asia, mean, however, that many Asiatic nations feel strong natural bonds 
of sympathy with her. These are strengthened by the fact that in a number of 
middle eastern countries many of the leaders in government and commerce are 
of Turkish descent. Turkey has great prestige in Asia and in many places is 
looked to as a leader. What happens in Turkey is therefore significant in a 
time of ferment in Asia such as the present. 

It is extremely important, then, that Turkey is outstanding among the coun- 
tries in Asia for her progress toward democracy and her espousal of the western 
cause. 

Turkey has given up one-party rule in favor of free speech and a democratic 
election system. While maintaining her own ideals and cultural identity, she has 
adopted many western techniques. 

She has turned her back on state socialism in favor of free enterprise. She 
has shown the countries of Asia that it is possible to cooperate militarily, 
economically and culturally with the west without sacrificing national independ- 
ence, institutions or integrity. ° 


THE TURKISH ECONOMY 


Without outside aid Turkey’s economy will be unable to sustain the heavy 
burden of military preparedness against Communist aggression. The Turkish 
economy is comparatively undeveloped. Living standards of its people are pain- 
fully low. A few illustrative facts and figures will perhaps be of assistance in 
visualizing this. 

Eighty percent of her 21,000,000 people live in mud-brick dwelling in isolated 
villages. 

The daily food consumption of the average Turk is about 2,000 calories—the 
lowest in free Europe. Cheap bread grains dominate the diet. Meat consump- 
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tion per person averages 39.6 pounds annually compared with 105 pounds for 
the United Kingdom. 

The average Turk consumes 0.8 of a pound of wool per year, the lowest of 
any Marshall plan country except Austria. He is able to secure far less cotton 
goods than any Western European—4.6 pounds as opposed to the Italian’s 6.8, 
the next lowest, and to the Frenchman’s 10.4. 

Seventy-five percent of the people in Turkey never see coal. Annual per capita 
consumption of this fuel in a country which has a winter climate comparable 
to that of the northern half of the United States is one-quarter of a ton, only 
a fraction of the consumption of the European countries. 

The average Turk has at his disposal one-twelfth the electric power available 
to the Dutchman. 

Only 1 Turk in 2,000 has an automobile. 

The tax burden is a heavy one. While a modern income tax with a lower 
scale of exemptions and higher effective rates in the lower and middle brackets 
higher than those in the United States has recently been adopted, the principal 
Government revenues are derived from sales taxes and from customs duties on 
imported necessities which are equivalent to sales taxes. These imposts already 
fall heavily on the bulk of the people, and in the opinion of various United States 
financial experts who have studied the question, their present rates cannot be 
substantially increased. 

The Turkish problem is therefore radically different from that of Western 
Europe, where a well-developed and highly productive economy already exists, 
and the question is how to harness such an economy to an effective military 
effort. In Turkey, the effective military effort is already being made Here the 
problem is how to create and maintain the necessary economic backing for the 
military. 

This weak and undeveloped Turkish economy has, since World War II, been 
bearing a military burden which might have crushed a less resolute people. In 
order to be prepared to meet the Russian threat, Turkey has been devoting an 
average of 39.6 percent of her national budget to defense since 1945. 

The yearly figures are as follows: 


The proportion of national defense expenditures in the general budget 


Year: Percent 
i Ben) aa stats cael lle ye ee oe ee i a a 45. 38 
1 NESE PER oe ce ae oe OPER Gre gis ees SEO a OPER 2 ee yee ROL ene ee Bf ere ee ae 40. 59 
a i gL a a at 34. 89 
SN a a ae ts ey ae ee ea 41. 28 
Ce REE ROM GO Br Se PIP eee eee ae eT NT ROR PP See EP ee ee er 88. 95 
en A Re MOT oe Garon CORDATE eG Oe RE aR EA OD eae ORT rt WIE EE RE Tee eee aT 36. 7 
PGRUIPAT BVCPORic ais. are ec ees ceo he ee mes 39. 63 


These figures are all the more impressive when it is realized that they include 
only very minor sums for the pay of her soldiers, sailors, and airmen. These 
men, who have demonstrated an unsurpassed fighting spirit, serve virtually 
without pay, receiving the equivalent of about 12 cents (correct) a month. 

This heavy spending for defense and the magnificent fighting contribution made 
by the Turkish troops in Korea sharply underline Turkey’s determination to 
stand fast against aggression not only in her own country but wherever it ap- 
pears. In agreement with the American military aid mission she has developed 
and is now putting into effect a supplemental program which will substantially 
strengthen her armed forces both in numbers and in combat power. 

No other country receiving aid from the United States has over the period of 
the last few years more heavily drained both its manpower and domestic re- 
sources for national defense as has Turkey. Moreover, Turkey has had to de- 
vote an increasingly large proportion of her foreign exchange resources to main- 
taining her armed strength. Since she does not have industry of her own, this 
diversion of foreign exchange has meant a more than proportional reduction 
in her ability to procure the capital goods required to raise her economy to a 
higher productive level. And neither the budgetary nor foreign exchange ex- 
penditure is an adequate measure of the burden which the military effort has 
placed upon the economy, since neither of these figures measures, the effect of a 
diversion of manpower from productive employment. The present military ef- 
fort makes it impossible to spare more than a fraction of the funds needed for 
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economic development. For lack of such funds Turkey cannot realize the proj- 
ects which would increase production sufficiently to maintain indefinitely the 
present military effort. 

Since 1947 United States policy has recognized the need for supporting the 
Turkish military effort. However, the assistance rendered has been exclusively 
in the form of equipment and training designed to modernize and increase the 
fighting power of the Turkish Army. Great accomplishments have been made 
in this field. But military aid has added to, not lightened, the economic burdens 
of Turkey. The introduction of modern arms and transport and increases in the 
scale of training, which in the past have been and are now so usefully building 
up the strength of Turkey’s Army, Navy, and Air Force, have also increased con- 
sumption of expendable items, and requirements of petroleum products and all 
kinds of supplies which cannot be produced within the country. As a result of 
these factors, Turkey’s foreign exchange requirements to maintain her defense 
efforts have increased substantially above prewar needs. 

In 1948 Turkey was included in the Marshall plan in recognition of the fact 
that her situation called for a justified economic as well as military aid. Since 
then she has received allotments of direct dollar aid of $152,500,000 and indirect 
aid in the form of currencies of other participating countries equivalent to $137,- 
000,000. Of the direct aid, $79.5 million has been in the form of grants and con- 
ditional aid and $73 million as loans. However, the economic problem in Turkey, 
unlike that of most of the other Marshall plan countries, has not been that of 
putting a war-weakened economy back on its feet, but of creating new facilities 
and skills. This has implied (and still implies) a continuing effort and the 
undertaking of investment projects requiring several years to bring to fruition. 
The aim has been and is to avoid a mere program of temporary relief which would 
leave the country no better off a few years hence than it is now, and to concen- 
trate on producing a permanent increase in production power. In this way 
Turkey with American aid should in a few years be much better able to stand on 
her own feet in a strong posture of defense. These investment projects are in 
the field of agriculture, fuel, electric power, strategic materials, roads, and rail- 
roads. The bulk of them are already well under way and may be expected to 
show results within 12 months or less. Others may take a year or two longer. 

Turkey’s need for United States assistance stems basically from the fact 
that she is economically undeveloped. She is normally self-sufficient in food- 
stuffs and solid fuel but her great natural resources are only now beginning to 
be exploited. She is unable to manufacture for herself the complicated machinery 
of war, or the farm equipment, trucks, earth-moving and road-building machin- 
ery, mining equipment, power plants, and industrial plants required to support 
her army and develop her resources. While she has iron, steel, chrome, copper, 
antimony, and lead, the facilities for processing these into finished products are 
either nonexistent or inadequate. She is dependent upon imports for all petro- 
leum products, for much of her timber including mine props, for shoe leather, 
and for wool. 

Since the end of World War II, Turkey with assistance from the United States 
has been actively modernizing and increasing the combat power of her army 
until today it is one of the two or three largest and strongest infantry forces 
in being in the free world. Such modernization has involved substitution of 
trucks and tractors for animal power, intreduction of automatic weapons, pro- 
vision of uniforms which would more adequately protect soldiers under the 
severe weather conditions which prevail in Turkey, acquisition of airplanes and 
modern oil-burning naval vessels and the like. All these developments in 
mobility, fire power, and over-all effectiveness have been achieved and can be 
maintained only by a high level of imports of items which cannot now be pro- 
duced in Turkey. The development of agriculture, mining, internal trausporta- 
tion, and industry must likewise be based upon imports of foreign-made equip- 
ment. Finally, maintenance of a reasonable standard of living depends upon 
the continued import of a wide range of pharmaceuticals, medica] supplies, 
chemicals, transportation equipment, and even such basic consumer goods as 
cotton textiles. 

During the decade before World War II, Turkey was able rather precariously 
to maintain an approximate balance in her trade with foreign countries by a 
very strict control of imports and at a cost of becoming heavily dependent upon 
the German economy. The postwar situation is radically different. Turkey’s 
international debt obligations, incurred in part to secure the armaments which 
enabled her to maintain her independence during World War II, now impose an 
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annual burden of around $20 million a year. As already noted, her military 
burdens have greatly increased, and the urgency of raising her productive power 
to an entirely new level to permit her independent support of these burdens 
has become clear. 
- Turkey has made substantial efforts to increase the volume of her exports. 
Tnese have resulted in a 25 percent increase in tonnage and an approximately 
30 percent increase in adjusted value since 1937-38. Necessary imports, how- 
ever, have increased still faster and in 1950 were, in terms of tonnage, 164 percent 
of 1987-88, and in adjusted value 185 percent. For example, as compared with 
1937-38, 1950 imports were 275 percent for machinery, 237 percent for petro 
leum, 224 percent for vehicles, 194 percent for wool, and 405 percent for timber. 
United States assistance has had and will have tremendously useful byproducts 
through the generation of counterpart funds. Of the local currency generated 
= by United States grant aid during the fiscal year 1951 and that requested for 
3 1952, it is planned that about 43 percent will be used for the direct support of 
; the military effort over and above the very large effort which has already been 
: maintained ever since 1948. These local currency proceeds will permit the un- 
dertaking of supplemental miiltary programs which, in the opinion cf the Ameri- 
can military aid mission, will make vital increases in the effectiveness of the 
direct dollar aid supplied to Turkey. 
The balance of these local currency funds are being and would be used to 
finance the manufacture of the limited line of light armaments which can to a 
certain extent be produced in Turkey; for increasing the production of such 
strategic materials as chrome, copper, and sulfur; for the care and resettlement 
of the 250,000 Bulgarian refugees which are being forced upon Turkey by Bul- 
: garia in the hope of disrupting her economy ; for the development of production 
a of food, fuel, and power, and the purchase of transportation equipment. These 
: expenditures will strengthen Turkey’s own economy and help to counter the 
threat to her financial integrity inherent in the world inflationary situation and 
the heavy military burdens which she is carrying. They will also increase the 
production and export of vital raw materials such as coal, steel, and cotton, and 
significantly augment the supplies available to the west. 



























ACREAGE UNDER CULTIVATION 





In 1947, Turkey’s farmers planted 515,000 acres to cotton, 10,442,500 to wheat, 
and 19,077,500 to all cereals, a total of 30,035,000 acres. 

In 1948, 745,000 went to cotton, 11,845,000 to wheat, and 20,177,500 to all cereals, 
a total of 32,267,500 acres. 

In 1951, after the effect of the Marshall plan had been felt, 1,575,000 acres were 
planted to cotton, 12,287,500 to wheat, and 22,295,000 to all cereals, a total of 
36,107,500 acres representing an increase of approximately 20 percent over the 
1947 level. 









e FARM YIELDS 








In 1947, each acre planted to cotton yielded 1,858 pounds. In 1951, this yield 
will be 1,578 pounds. 

In 1947, each acre planted to wheat yielded 4,274 pounds. In 1951, this will be 
5,616 pounds. 

In 1947, each acre planted to all cereals yielded 4,466 pounds. In 1951, this will 
be 6,166 pounds. 

The average yield for all cultivated land has risen from the 5-year (1945-49) 
average of 1,392 pounds per acre to an actual 1,496 pounds for 1950 and an esti- 
mated 1,573 pounds for 1951. This is an increase of 13 percent. 

This increase in land productivity is due in large part to the imports of 
Marshall plan tractors and the ECA-Turkish program for improved seedbed 
preparation, irrigation, improved seeds, machinery, and modernization of tech- 
nology. 














AGRICULTURAL INCOME 





In 1947, the value of Turkey’s cotton crop was 72,420,000 lira ($25,864,285). In 
1951, it will be worth 464,000,000 lira ($165,714,285), an increase of 391,580,000 
lira ($139,850,000). 

In 1947, the value of Turkey’s wheat crop was 811,500,000 lira ($289,821,428). 
In 1951, it will be worth 1,500,000,000 lira ($535,714,276), an increase of 688,500,- 
000 lira ($245,892,857). 
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In 1947 the value of Turkey’s production of all cereals was worth 1,241,000,000 
lira ($443,214,285). In 1951 it will be worth 2,500,000,000 lira ($892,857,142), 
an increase of 1,259,000,000 lira ($449,642,857 ). 

The increase in value alone of only her cotton and wheat crops since 1947 has 
yielded 1,080,080,000 lira ($385,742,857) to Turkey’s annual national income. 


FOREIGN EXCHANGE 


Agricultural exports accounted for 93 percent of Turkey’s foreign-exchange 
earnings in 1950. 

Cotton is a major item in these exports. 

In 1948, 15,950 tons were exported for 33,720,000 lira ($12,042,847). 

In 1950 exports rose to 76,364 tons for 195,305,000 lira ($69,751,776) . 

In 1951.it is estimated that exports will reach a level of 120,000 tons for 
300,000,000 lira ($107,142,857). 

Thus since 1948 Turkey’s earnings of foreign exchange through the export of 
cotton have risen more than sevenfold. 


ANKARA, TURKEY—EXHIBIT 2 


EcoNnoMIC COOPERATION ADMINISTRATION, 
SPECIAL MISSION TO TURKEY, 
Ankara, Turkey, December 10, 1951. 
T. A. KENNEDY, 
Counsel, Bonner Subcommittee on Executive Hwpenditures, 
House of Representatives Office Building, 
Washington, D.C. 


Dear Srr: I am informed by the Acting Chief of the ECA Special Mission to 
Greece that one of the gentlemen on your committee, while in Athens, raised a 
question concerning aid to industrial plants in Turkey. It appears that he had 
gained the impression during the committee’s visit to Ankara that ECA had 
financed two American plants in Turkey, namely, General Electric and Inter- 
national Harvester. 

The General Electric plant, which manufactures light bulbs, was constructed 
in 1949 with private Turkish and American funds, and has produced since early 
1951 entirely without ECA aid. 

International Harvester has an import agent here but no plant. No question 
has ever been raised as to ECA financing a plant for this company. ECA has 
never financed or had occasion to consider financing any plant in Turkey owned 
in whole or in part by American capital. 

I feel that your committee would want to have this information, and am glad 
to have this opportunity of clarifying an apparent misunderstanding. 

Faithfully yours, ° 
RUSSELL H. Dorr, 
United States Minister, Chief of Mission. 


ANKARA, TURKEY—EXHIBIT 3 


Total procurement authorizations issued April 3, 1948, through October 9, 1951 


Total procurement 
Project: authorizations 


I. Zonguldak $10, 130, 812. 65 

Ai: WYfesterm: dtenite :miiie@s. cia ot 2, 131, 999. 94 

Ill. Zonguldak Harbor 3, 159, 283. 17 

VI. Catalagzi electric line 6, 432, 000. 00 

VII. Sariyar H. E. plant 4, 400, 000. 00 
XIII. Divrigi iron mines 993, 586. 80 
XIV. Eti bank engineering 394, 621. 45 

0 Rg RE aaa ees LE meee eee ene Ricwatiemcih LEN 16, 060, 000. 00 
XXVIII. Meat packing 1, 000, 000, 00 
XXV. Airport program 712, 000. 00 





Subtotal ¥ 45, 414, 304. 01 
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ANKARA, TURKEY—ExHIsit 3—Continued 






Total procurement authorizations issued April 3, 1948, through 
October 9, 1951—Continued 





Total procurement 





















Nonproject : authorizations 
nr UR a $12, 811, 540. 12 
Seericunural equipment... oo oe 42, 378, 999. 46 
aN Sila cs Sun csicondeatcp pha ow igen kn at aoecngnbdivemisinte 369, 000. 00 
TU <a tpn cia et napa enim an too nehescnie 2, 764, 000. 00 
Dy REP eIe  COUIIINONE na cient ee ne 265, 000. 00 
Gs RING DODGE BRO cs its ie eee 149, 672. 15 
ie I - IN sabercats nei cee Sakcoeils aceon inaanpeeecewh 1, 900, 000. 00 
ae tia ae cass a i mace tegument ics ai 2, 584, 645. 25 
OU RR oS Ae ei tee Sk PE © LS S(t 448, 000. 00 
Bi RRO nn EG Ee ee 270, 000. 00 
a a eS es aia Ss ee Se 609, 000. 00 
ee IT Fn rae ena ee Se Se a oe ee 200, 000. 00 
18. Motor vehicle spare parts._.......___.-___--_______-_- 5, 250, 000. 00 
Da EE TOIN TERT IOEY cies i a ernie ee 294, 000. 00 
cs RT Sa © aR PS TNE epee LA Eps Aer eee Sta 1, 500, 000. 00 
gO ARs gs Tae Ge il ae eee ee in ee er ee ere 2, 800, 000. 00 
17. Zonguidek,. nonproject.__..... 2 ee _-.. 2,340,580. 95 
ee FR ANI Sao racs rc  arl bones ene AER ae ee 4, 067, 000. 00 
Un ase eae 622, 110. 69 
i ROOK URALON ey 2 a Sh OS Bh he 12, 222, 517. 44 
De ee ee ee. 6S ee eee 60, 000. 00 
22. Meat-packing nonproject__.__--------------____-__-_- 352, 000. 00 
ae RS SIME ashe isis en heen amee 4, 000, 000. 00 








24. Supplementary military program___--.--_--__-_--__-- 2, 022, 000. 00 
















Pere So i eh eee 145, 694, 370. O7 
aS a a Ok Se a a (36. 37) 
















0 RE e EE eat eRe el ERE 145, 694, 333. 70 
a NAS SRI OME Ta ae 8, 459, 999. 90 


Se 


ORR UOCN Se on ee ae a 154, 154, 333. 60 
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ECONOMIC COOPERATION ADMINISTRATION 







SPECIAL MISSION TO TURKEY 
{Issued October 18, 1951] 






Increases in Turkish exports, agricultural-and mineral production, motor-vehicle 
registration, and agricultural tractors 







I. TURKISH EXPORT TRADE 





A. NET INCREASE, VALUE OF EXPORT TRADE 














All exports,! 

percentage in- 
crease, value 
adjusted to 
1950 U nited 

| States whole- 

sale prices, 
all goods 






| Nét inerease, 
Period } in millions 
| 






of dollars 














— 


6 
9 






1950-51 over 1947-48 3_....-.....-.-.-.-.------ Kwidainanars ‘ pale wha 118 5 
1950-51 3 over prewar 4_................-.---- RE MEAONER ET Yee e 208 | 7 


~) 









See footnotes at end of table. 
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ANKARA, TURKEY—Exuisit 4—Continued 





I. TURKISH EXPORT TRADE—Continued 








B. VALUE OF Export TRADE 





All exports, in 
Period millions of 
dollars 















1950-51 _- ‘ a tdlnc easing ign dc ? ihsaatasibdipaeomaie Pe nae beh an, adage, Tate 
1947-48 ; : ‘ eee eee ee ee att laintin lak mack 196 
Prewar average Sack decthdereciebaamiril Raisin Gikekn askance ieee 

















II. GRAIN PRODUCTION 6 
A. NET INCREASE, GRAIN PRODUCTION 






















—_—__ oo es cs 
| | Tonnage (per- | sy: 
; Thousands of | : Millions of 

ea ? : entage in- | 

Period metric tons | aot dollars 
1951 over postwar 8 i oneccweevewcceeccs | 4, 504 | 70.0 | 306. 3 
1951 over 1948 (record) Sect am 1, 776 | 19.6 | 124.3 
1951 over prewar ®  eoace nme ntaed 3, 515 48.1 246.1 





| 









B. TONNAGE AND VALUE, GRAIN PRODUCTION 














{ 


l 
| Thousands of Millions of 


-erio« : ; 
rected | metrictons | dollars !° 


















} 
1951 ie oat hae RO AE el oe Oe ae asses 10, 693 | 757.2 
(eS a i Pa eee ae Toe ey eee ie SE STL. 6, 314 | 442.0 
1948 ‘tau sSndeaacseehicacsekilatmibeaber satin’ 9, 042 | 632. 9 
pean. Eemee TRE LOLS PPR EE EN 7, 308 | 511.2 
' 


III. COTTON PRODUCTION 





A. NET INCREASE, COTTON PRODUCTION 





















Tonnage (per- 
centage 
increase) 





| Thousands of 
metric tons 


Millions of 


-eriod 7 
I dollars 

















1951 over postwar ® ‘ ss Oe oat, in a 97 | 149. 2 | 77.6 
1951 over 1940 (record) - __- : aes 85 | 110. 4 | 68.0 
1951 over prewar *° ee omens 102 | 170.0 81.6 


B. TONNAGE AND VALUE—COTTON PRODUCTION 












Period | Thousands of | Millions of 








| metric tons dollars !! 
! 
Gusa*ttemeimmneionsemmangnsieertateet -_ — EE, ee 













| 
1951 ee : TO CIRM poe Mth Cee Out Ss see 162 | 129.6 
LL aes diene pith leibieipedan tate ie talabitandialeadeatela hE 65 52.0 
1940 SSE SEs TRS a oth PEERS EIGER ees eo 77 61.6 






a ee eee — ot re ies 5 . hans 5 48.0 










IV. COAL PRODUCTION 









A. NET INCREASE, COAL PRODUCTION 









| ‘Thousands of | Tonnage (per 















: ; Millions of 
Period ener a aa | centage ages 
metric tons increase) dollars 
Weare Dp etns Pon | So ean ke ita 
neg ne ae nO 0.5 11.9 6.8 
SNA NE NOONE sis eae ato aca nnweedeee: 2, 580. 0 134.4 36.8 








See footnotes at end of table. 
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ANKARA, TURKEY—Exuisit 4—Continued 


IV. COAL PRODUCTION—Continued 
B. TONNAGE AND VALUE, COAL PRODUCTION 





| | . . 
Period | Thousands of | Millions of 
| metrictons | dollars 4 








4, 500.0 | 
4,022. 8 
1920.0 





V. IRON ORE PRODUCTION 
A. NET INCREASE, IRON ORE PRODUCTION 
AES US ay EE a - iia ia ae es 
| Thousands of | Tonnage (per- Millions of 


: | centage 
metric tons | increase) dollars 
| | 





1951 over 1948 . 43.4 | 


| 


. TONNAGE AND VALUE, IRON ORE PRODUCTION 


| 
| Thousands of | Millions of 
metric tons | dollars 5 








Period 





275.0 233. 2 





VI. PIG IRON PRODUCTION 
A. NET INCREASE, PIG IRON PRODUCTION 


r 
ie y 4 age (per- | vans 
| Thousands of Tonnage (per Millions of 


. “entage in- 
metric tons : cee dollars 


Period |? 





1951 over 1948 | 80 | 80 | 3.9 





B. TONNAGE AND VALUE, P14 IRON PRODUCTION 





| Thousands of Millions of 


wane 
Period metric tons | dollars !* 





180 | 
100 | : 
None | ils ceteatnes eli 





VII. STEEL PRODUCTION 
. NET INCREASE, STEEL PRODUCTION 





Period !2 Thousands of | 


Tonnage (per- | Millions of 
metric tons 


centage in- 
¢ ars 
crease) dollar 





1951 over 1948 y 18 


| 
| 





B. TONNAGE AND VALUE, STEEL PRODUCTION 





l 
} P 

F | Thousands of Millions of 

-e | “y | * 

Period | metrictons | dollars” 

| | 





| 120 | 
| 102 | 
None | 
| | 





See footnotes at end of table. 
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ANKARA, TURKEY—EXHIsBIT 4—Continued 
VIII. CHROME ORE PRODUCTION 


A. NET INCREASE, CHROME ORE PRODUCTION 





| 


Thousands of 


> 2 : 
Period metric tons 


centage in- 
crease) 


Tonnage (per- 


Millions of 
dollars 





1951 over 1948. 


57.5 
1951 over prewar 3 164.7 





B. TONNAGE AND VALUE, CHROME ORE PRODUCTION 





| Thousands of 


ari 
Period metric tons 


Millions of 
dollars 18 





ss 
are 
Prewar 





20. : 
2. 








IX. COPPER PRODUCTION 
A. NET INCREASE, BLISTER COPPER PRODUCTION 





Thousands of | T — 
metric tons | (Percentage 
| increase) 


} 
Period !* | 
} | 


Millions of 





| 


| 
17.5 | 


118. 2 
269. 2 


1951 over 1948. _......-- 
1951 over prewar 8 





dollars 
| 





B,. TONNAGE AND VALUE, BLISTER COPPER PRODUCTION 





; Thousands of 


eh 
Period metric tons 


| Millions of 
| dollars 





4. 
2 
6. 


| 
0 
| 





X. MOTOR VEHICLE REGISTRATION 
A. NET INCREASE, MOTOR VEHICLE REGISTRATION 





Period Vehicle 


Percentage 
increase 





1951 over 1948 29_..____. 


Passenger cars and taxis 


Le a 0 ae ae seein 


Total motor vehicles 


27.4 
45. 6 
97.0 
83.6 


54.0 








B. NUMBER OF MoTOR VEHICLES REGISTERED, TYPE AND YEAR 





Vehicle 1951 1950 


1948 





13, 500 | 
3, 200 

11, 500 
3, 000 


TWO 5 oc wcccesscciccncovcts ekeesSGCUGRds haces seccecsebets 
Passenger cars and taxis....-........-...-- 
Motorcycles __.- 


13, 201 
3, 185 
10, 070 
2, 661 


10, 596 
2, 198 
5, 838 
1, 634 





Total motor vehicles all types 31, 200 


29, 117 


20, 266 





See footnotes at end of table. 
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ANKARA, TURKEY—EXxHIsiT 4—Continued 


XI. AGRICULTURAL TRACTORS 
A. NET INCREASE, AGRICULTURAL TRACTORS IN OPERATION 
















Tractor ‘ 
(percentage M — of 
increase) ollars 


: Thousands 
Period of tractors 












LOGI OOF TORO ons eos Ses dds. Ce ns ac oie 17.3 640. 7 38.1 
200 ree WEE 8 oo oes ek eo sa 18.8 1, 566. 7 41.4 















B. NUMBER AND VALUE, AGRICULTURAL TRACTORS IN OPERATION 


















Millions of 
dollars 22 


Thousands of 
tractors 















4 


EEA ann tone ss sane hte taeaaTasrescsemsaeenmenscwenbacsthee resets hans 20. 
2. 
3. 


nuxno 


4. 
5. 
2. 


ooo 











i (a) The foreign trade statistics reported in Turkish lira were converted to United States dollars at their 
respective average annual official rates of exchange (TL1.26 to US$1 for the prewar average, and at TL2.80 
} py for the periods 1947-48 and 1950-51), and adjusted for value to 1950 United States wholesale prices 

for all goods. ; 
, (6) Net increase, value of exports to United States of America and Canada: 










{In millions of dollars} 





Percentage in- 
crease (value 
adjusted to 1950 
Period Net increase | United States 
wholesale 

prices, all 
goods) 
















Rien OVOE TOES Fg ook aoa sgs ss KALE ences ee cscs $29 58.7 
CU SI che a as ohne cee sian ahaa eekane 59 180.7 























2 1947-48 is the United States fiscal year 1947-48, 
3 1950-51 is the United States fiscal year 1950-51. 
4 Prewar average is the period 1936-38. 

5 Value_of exports to the United States of America and Canada: 


{In millions of dollars} 





















¢ Grain production includes both bread and feed grains. 
7 Period is expressed in crop years, e. g., 1951 crop year was seeded in 1950, and harvested in 1951. 
§ Postwar is average of period from 1945-50, 
§ Prewar is average of period from 1935-39. 
10 Value of grain production is estimated at $70 per metric ton, representing a weighted average current 
price for all grains, f. 0. b. Turkish port. 
Value of cotton production is estimated at $800 per metric ton, representing a weighted average current 
price for average grade cotton, f. 0. b. Turkish port. 
12 Period is expressed in calendar years. 
13 Prewar is average of 1937 and 1938. 
14 Value of bituminous run of mine coal is estimated at $14.27 per metric ton, representing £T40, recent 
export price for Zonguldak coal. 
‘ is \ wed of iron ore is estimated at $848 per metric ton, based on current price for Lake Superior average, 
. 0. b. lake ports. 
16 Value of pig iron is estimated at $48.21 (representing £T135) per metric ton, based on current domestic 
price f. 0. b. Karabuk, reported by the Sumer Bank. 
17 Value of steel is estimated at $114.29 (representing £T320 per metric ton, lowest price quoted for steel 
rails) based on current domestic price f. 0. b. Karabuk, reported by the Sumer Bank. 
18 Value of chrome ore is estimated at $45 per metric ton, based on the Turkish export sales price to the 
United States. 
19 Value of blister copper is estimated at $785.71 per metric ton, based on Eti Bank domestic controlled 
price (£T2,200 per metric ton). 
: 20 1951 is the partial year rate projected. 
i 71 Calendar year 
22 Value for tractors of all types is averaged at $2,200 per unit, based on the c. i. f. import costs. 
33 Estimated number of agricultural tractor$ in operation on farms in 1951 is based upon the partial year 
tate projected of statistics concerning actual arrivals of tractors, added to the estimated number of tractors 
previously imported and currently in operation 




























FEDERAL SUPPLY MANAGEMENT 


ANKARA, TURKEY—EXHIBIT 5 
[Issued October 22, 1951] 

OFFICE OF THE CONTROLLER 
ECONOMIC COOPERATION ADMINISTRATION 
SPECIAL MISSION TO TURKEY 
STATUS OF 95 PERCENT COUNTERPART RELEASES 


Mission has authority to release 290.0 (public sector, 211.9, private sector, 67.5, 
special, 10.6). 
{Figures in millions of Turkish pounds] 
1. Publie sector : 
a. Commitments made to date: 
Agricultural bank (1) ETS, 000, 000 
Eat: -) lee enter ae DOE a eee SE ee eis 7, 339, 097 
Highways (1) 35, 677, 378 
Highways (2) 1, 320, 000 
Rana neh aa a a coat ttc 310, 000 
Eti Bank 30, 169, 000 
Technical assistance 1, 000, 000 
Agricultural statistical work 1, 000, 000 
Eti Bank 25, 000, 000 
Settlement of Turkish refugees from Bulgaria 30, 000, 000 


Total public sector 139, 815, 475 


2. Private sector: 
a. Commitments made to date: 

Istanbul cement (Gunel)— ~ -__- : 7, 063, 000: 
Cold storage (Istanbul) 611, 800 
Izmir cement 5, 600, 000 
(Eskisehir glass release of 75,000 canceled.) 

Izmir cotton gin and oilseed 462, 000: 
Istanbul cotton combing and spinning 1, 812, 000 
Istanbul pharmaceutical project 1, 534, 000 
Access roads to Camalti and Yavsan salt mine 403, 500: 
Kartal cement project 784, 000 
Private enterprise fund 37, 417, 200 


Total private sector 55, 687, 500 
3. Special sector : 
a. Commitments made to date: 
Production assistance for mechanical and chemical in- 
dustry 
Total special sector ; 5, 500, 000+ 
Public seetor 189,815, 475 
Private sector 
Special sector 
Grand total_____- OF RPE COU Cee Mee SIN Smeal ee eRONNL ely TEL Pn UEPN 201, 002 ,975. 


* * s * s s 
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ANKARA, TURKEY—EXHIBIT 6 


[Issued October 22, 1951] 


OFFICE OF THE CONTROLLER 


ECONOMIC COOPERATION ADMINISTRATION 


SPECIAL MISSION TO TURKEY 


Status of 95 percent counterpart account as at October 22, 


Total deposits to date 
Releases to date (see attached detail) 


Balance on hand at Central Bank of Turkey 


Total deposits to date 
Commitments to date 
Over committed 


{Issued October 22, 1951] 


1951 
£T190, 248, 520 


160, 028, 775 





30, 219, 745 








190, 248, 520 
201, 002, 975 





Counterpart release project agreements 


10, 754, 455 





Project 


Amount with- 


drawn to date 


Amount com- 
mitted 





. Agricultural 

. Highways (1) 
3. Technical assistance fund J 

FE IIE oN aa ac anata bias de phndhla ahawax Saale 
5. Cold storage project 
3. Highways___-- 

. Eskisehir glass factory Buss ghth Ge Ib tes dd a dhsinnh Sats cu eee aasete non 
8. Eti Bank ; 

(2 EI, SI Ce ns oo nc emawneon 

. Izmir cotton gin and oilseed 


. Istanbul cotton combing and spinning ---._..-.----.....-----.------ | 


2. Istanbul pharmaceutical project 

. Izmir cement project SO bat ee 

. Agricultural statistical work 

. Access roads to Camalti and Yavsan salt mine 

. Kartal cement project 

. Eti Ban 

. Private enterprise fund 

. Settlement of Turkish refugees from Bulgaria___- 

. Production assistance for mechanical and chemical industries 





£715, 339. 097 
35, 677. 378 
310. 000 

7, 063. 000 

611. 800 

4, 320. 000 


. 183. 000 

, 000. 000 

30, 000. 000 
5, 500. 000 


£T 15, 339. 097 
35, 677. 378 
310. 000 

1 7, 063. 000 
1611. 800 

1, 320. 000 


(?) 
30, 169. 000 
1, 000. 000 
1 462. 000 
1 1, 812.000 
! 1, 534. 000 
1 5, 600. 000 
1, 000. 000 
403. 500 
784. 000 
25, 000. 000 
! 37, 417. 200 
30, 000. 000 
5, 500. 000 








160, 028. 775 





201, 002. 975 





! Total of release No. 18 amounts to 54,500.000 Turkish pounds. 
3? Canceled. 
ANKARA, TURKEY—EXHIBIT 7 
Parties: 


Democrat Party 


Republican People’s At dun te Mau ee red hous 


Nation’s Party 
Independents_-___ 


Representation 


411 
60 


co ES a PI ite SI Gt SRY EER ay niet ice SA a RD Oly NR Oct 


PARTY PROGRAMS AND LEADERS 


Democrat Party 

Established in January 1946, as the first potent opposition party following 
the inauguration, toward the end of 1945, of a policy for liberalizing political 
life in Turkey. The party under the leadership of Celal Bayar, now President of 
the Republic, developed rapidly and, although represented by a numerically in- 
significant minority in the previous Grand National Assembly, won a sweeping 
victory in the May 1950 elections, and 18 out of 20 available seats in the 1951 
by-elections, as a result of which it now controls more than four-fifths of the 
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deputorial seats. In foreign policy the Democrat Party strongly favors equality 
of nations before the law; international political, economic and cultural collabo- 
ration ; collective security and good-neighborliness, thus wholeheartedly espousing 
the United Nations ideal. In domestic policy it advocates a liberalization of 
political institutions and more effective safeguards for the protection of human 
rights. In economic matters it favors reduced state control and intervention. 
Particularly since its national convention in 1949 the Democrat Party has 
supported a policy of greater liberalism in economic affairs and has advocated 
the turning over to private enterprise of certain categories of state-operated 
industrial and commercial establishments. 

Leaders: Adnan Menderes, president general of the party and Prime Minister ; 
Fuat Ko6priilii, Minister of Foreign Affairs; Samet Agaoglu, Deputy Prime 
Minister; Fevzi Lutfi Karaosmanoglu, Minister of State; Refik Sevket Ince, 
president of the Democrat Party Assembly Group. 

Republican People’s Party 

Until 1946 the principal political party existing in Turkey, founded by Presi- 
dent Atatiirk in 1923. The original party program and statutes, modeled accord- 
ing to the requirements of the one-party and single-leader system, have in recent 
years undergone substantial changes along democratic lines. The foreign policy 
advocated by the Democrat Party ; however, in practice, a course of more cautious 
alinement is favored. In domestic policy the People’s Party still clings strongly 
to its traditional principles of “republicanism, nationalism, populism, étatism, 
secularism, and evolutionism.” In its latest national convention, however, 
held shortly after the crushing electoral defeat of May 1950, the People’s Party, 
by accepting the principle of division of powers, abandoned one of the essential 
features of its program, which provided for the concentration of all authority 
in the Grand National Assembly. In economic affairs the People’s Party, in 
spite of the now more moderate statement of its principles, still adheres strongly 
to the policy of étatism, which, is view of the limited resources of the country, the 
party considers essential for the rapid achievement of recovery and progress. 
On the whole, the policies advocated by the People’s Party tend to approach 
more and more those currently ascribed to the social-welfare state. 

Leaders: Ismet Inénii, former President of the Republic, now president general 
of the party; Kasim Giilek, secretary general; Faik Ahmet Barutcu and Avni 
Dogan, vice presidents of the People’s Party Assembly Group. 


The Nation’s Party 


The Nation’s Party, another opposition group, was established in July 1948. 
It is led by Hikmet Bayur, former president general of the party, and a group 
of former Democrat Party members who were separated or withdrew from that 
party early in 1948, following a party policy dispute in which their recommenda- 
tions for more vigorous opposition tactics were rejected. Although the Nation’s 

arty has succeeded in developing its organization, it failed to assert itself in 
the May 1950 elections, so that today it controls only one seat in the Grand 
National Assembly. Its position on foreign policy differs little from that of the 
Democrat Party and the People’s Party. In domestic policy the Nation’s Party 
favors a rather conservative course, although it stands for a ruthless prosecution 
of instances of abuse of power and irregularities allegedly committed under 
the former administration. In economic affairs the Nation’s Party favors 
expansion of private enterprise and a corresponding decrease in state control. 

Leaders: Mustafa Kentli, president general of the party; Osman Nuri Koni, 

vice president; Gen. Sefik Cakmak (retired), secretary general. 



















Independents 
The independent deputies in the Grand National Assembly include such 
prominent figures as Mrs. Halide Edib Adivar, well-known authoress and uni- 
versity professor; H. Suphi Tanriéver, former Ambassador to Bucharest and 
prominent leader of the Turkish Hearth Movement; Nadir Nadi, editor of 
Cumburivet ; Gen. Ali Fuad Cebesoy, former president of the Grand National 
Assembly. 
POLITICAL SITUATION IN TURKEY, NOVEMBER 1951 


INTERNAL 


Form of government.—The Turkish Republic was established in 1923 by Mus- 
tafa Kemal, who later took the surname “Atatiirk,” with the capital Ankara. 
Although a republic in form, with authority vested in a unicameral legislative 





FEDERAL SUPPLY MANAGEMENT 737 


body, called the Grand National Assembly, the regime of Atatiirk was actually 
a one-party (Republican People’s Party) dictatorship. The chief preoccupation 
of Atatiirk was the westernization of Turkey. 

Ismet Inénii succeeded Atatiirk as President after the latter’s death in 19388. 
Following the end of World War II, President Inénii carried the westernization 
of Turkey a step further by initiating the liberalization of his Government along 
the lines of a genuine, multiparty, parliamentary democracy. The Democrat 
Party, under the presidency of Celal Bayar, was legally established in January 
1946 and gained strength so rapidly that it was able to elect 63 deputies (out of a 
total of 465) to the Grand National Assembly in the general elections held in 
July of the same year. 

In 1948, a splinter group of the Democrat Party broke away to form the Na- 
tion’s Party, headed by the late Marshal Fevzi Cakmak, one of the military heroes 
of the Atatiirk revolution. 

Hlections of May 1950.—Under a new electoral law, whose provisions were 
satisfactory to all parties, the first truly democratic multiparty general elections 
in Turkey’s history were held on May 14, 1950. They were unique in the Near 
East, and perhaps the world, for their orderly conduct and the absence of pres- 
sures or irregularities. The sweeping victory gained by the Democrat Party was 
a surprise to all concerned. The Republican People’s Party, which had been 
securely entrenched for a quarter of a century and which considered itself the 
architect of the modern Turkish state, was confident that it could not be dis- 
lodged by the inexperienced opposition party. The Democrat Party itself hardly 
expected to win more than one-third to one-half of the seats in the Assembly. 
It should be noted that foreign policy was not one of the electoral issues. In 
fact, there was little difference between the two parties, even on domestic 
issues, “* *** €, 

Celal Bayar, head of the Democrat Party, was inaugurated as the third Presi- 
dent of the Turkish Republic on May 22, 1950. 

The Democrat Party also won 18 out of the 20 available seats in the byelec- 
tions held in 17 of Turkey’s Provinces on September 16, 1951. 

Policies of the present Government.—Although the new Government naturally 
made a number of changes in Government officials, Provincial governors and the 
like, it has shown commendable moderation and a sincere attempt to keep the 
Government machine functioning without radical dislocations. * * * It also 
demonstrates an intention of creating a climate attractive to the investment of 
foreign and private capital in Turkey. 

Turkey considers itself a western nation whose security is an integral part 
of European defense. Turkey’s inclusion in the Council of Europe was greeted 
with great satisfaction as a recognition by the Western World of Turkey’s 
importance and the vital role it could play in European solidarity. Turkey has 
also placed a great deal of reliance on the United Nations. It has accepted 
membership on the U. N. Palestine Conciliation Commission and the Korean 
Commission and is now serving on the Security Council. Turkey was the first 
country, after the United States, to offer ground forces to the Unified Command 
in Korea. 

Coinciding with the emergence of the North Atlantic Pact, Turkey felt the 
necessity, because of its exposed geographic position, of strengthening its se- 
curity position. The Turkish public had been reassured not only by the tangible 
evidence of American military aid but also by frequent statements of American 
officials concerning the importance of Turkey’s security, as well as by the 
reaffirmation by the British and French Governments that they consider their 
mutual assistance alliances of 1938 as remaining in effect. 

However, the Turkish Government felt that more positive guaranties were 
needed. * * * The United States initiative in recommending to other Atlantic 
Pact powers that Greece and Turkey be invited to adhere to the pact raised 
Turkey’s hopes to such an extent that a negative decision on this question, 
though it would not have softened Turkey’s attitude toward the Soviet Union, 
would have seriously shaken Turkish confidence in and eagerness to cooperate 
with the Western Powers. The decision of the Atlantic Pact Council at its 
Ottawa meeting to invite Greece and Turkey to adhere to NAT was enthusiasti- 
cally welcomed at all levels in Turkey. The Turks are confident that the 
Council’s decision will be approved by the Parliaments of all the member states, 
and look forward to assuming an important and responsible role in the defense 
of the West. 

At the same time, the Turkish Government has indicated its willingness to 
participate in the formation of a Middle East defense organization, and had 
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made a joint approach to Egypt and other Arab States, with the United States, 
the United Kingdom, and France, to present the proposals for the establishment 
of such an organization. * * * 

Communism.—The Government’s police organization is strong and there are 
no threats to stability from subversive elements. The Communist Party is 
outlawed and the spreading of Communist propaganda a punishable offense. 
Communism has gained few adherents in Turkey because of the intense na- 
tionalism of the Turk, plus his suspicion of foreigners in general and of Russians 
in particular. 

External 

Turkey's present foreign policy began to take clear shape in 1945 when the 
Soviet Government denounced the Turkish-Soviet Treaty of Friendship, which 
had been in effect for 20 years, and made territorial and strategic claims against 
Turkey, notably to the eastern provinces of Kars and Ardahan and to joint 
control of the Straits. Soviet pressure on Turkey and Greece, with the consequent 
threat to Mediterranean security, led to the Truman doctrine and the estab- 
lishment of United States aid missions in those two countries. 

Turk-United States relations.—Relations between Turkey and the United States 
since the promulgation of the Truman Doctrine have been particularly close and 
cordial. Mutual understanding and confidence, which have increased steadily 
since the establishment of the United States Aid Mission to Turkey in 1947, 
have been particularly stimulated by the recent United States initiative in 
advocating the admission of Turkey to the North Atlantic Union. 

Turkey is a participant in the Marshall plan; a special mission for ECA has 
been established in Ankara with Mr. Russell Dorr at its head. Thus, American- 
Turkish cooperation in the political, military, and economic fields is a constantly 
growing force. 


Relations with neighboring states 

U. S. S. R—Turkey’s relations with the U. S. S. R. may be summed up in a 
remark made 2 years ago by the then President Ismet Inéni: “Our relations 
are correct but our contacts are almost nonexistent.” On November 8, 1951, 
the Soviet Ambassador at Ankara delivered a note to the Turkish Government 
protesting Turkey’s intention of joining the North Atlantic Treaty Organiza- 


tion, which the note characterized as an “instrument of the aggressive policy 
of the imperialist states”: protesting also the presence on Turkish soil of Ameri- 
can specialists engaged allegedly in the construction of land, sea and air bases; 
and drawing the Turkish Government's attention to the “responsibility” which 
it is assuming in joining the North Atlantic Treaty Organization and in per- 
mitting foreign military bases to be constructed on its soil. Turkish reaction 
to this most recent Soviet note is that it is intended to appear to be a veiled 
threat, similar to those sent recently to other Atlantic Pact member States. It 
appears certain that the note will have no effect whatsoever on Turkish policy 
or Turkish public opinion, both of which are very strongly anti-Russian and 
anti-Communist. The Turkish reply to the Soviet note will undoubtedly be a 
firm rejection of the Soviet allegations and a reaffirmation of Turkey’s inten- 
tion to assure the defense of its own independence and territorial integrity in 
concert with the other free nations collaborating in NATO and the organization 
for the defense of the Middle East. 

Bulgaria.—Turkish-Bulgarian relations, historically unfriendly, are today 
severely strained. In an obvious effort to embarrass the Turkish Government 
and to put an intolerable strain on its internal economy, Bulgaria made a formal 
demand on August 10, 1950, that Turkey accept 250,000 Bulgarians of Turkish 
origin within 3 months of that date. Turkey's firm stand, and a brief period of 
closing the frontier when the Bulgarian authorities attempted to send across 
undocumented refugees, prevented the carrying out of this threat. However, the 
Turkish Government has made every effort to accept a large number of Bulgars 
of Turkish origin and to make adequate arrangement for their resettlement. 
More than 150,000 of these Bulgar-Turks have entered the country since the 
beginning of 1950. 

Grecoce.—Both Turkey and Greece recognize the necessity of maintaining and 
further developing friendly relations, for they are in the same boat with regard 
to the Soviet threat and United States aid. Elements among the Greek popu- 
lation of the island of Cyprus have been agitating for the British to relinquish 
their rule in favor of annexation of the island by Greece. Turkish Cypriots 
are strongly opposed and maintain that, should the British give up Cyprus, the 
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island should go back to Turkey, its former owner. These conflicting views are 
a potential source of friction between Turkey and Greece. 

Middle East.—Until recently, Turkey’s relations with Iran and the Arab 
States were friendly and uncomplicated, except in the case of Syria. Syria, 
since it attained its independence, has sought the return of Hatay Province, a 
province in southeastern Turkey orginally a part of the Ottoman Empire which 
France, then the mandatory power for Syria, ceded to Turkey in 1939. Syria 
maintains that France had no authority, as the mandatory, to cede Syrian ter- 
ritory. 

Turkey’s relations with Iran and the Arab world have deteriorated, however, 
with the development of the British-Iranian dispute over the oil question and 
the British-Egyptian dispute with regard to the Suez Canal and the abrogation 
of the British-Egyptian Treaties. Turkey’s vote in the Seenrity Council calling 
on Egypt to lift its restriction on the pasage of ships through the Suez Canal, 
Turkey’s vote to permit the Secrity Council to consider the British-Iranian oil 
dispute, and finally, Turkey’s joint approach to Egypt with the United States, 
the United Kingdom, and France, proposing the setting up of a Middle East 
defense organization, have evoked considerable press and public criticism in 
Iran and the Arab States to the effect that Turkey is “supporting” Britain and 
the West against fellow-Moslem countries. The Turkish Government has stated 
that its position on these issues is based on clearly defined principles of inter- 
national law and on concern for the security of the Middle East in general. 
Public opinion in Turkey strongly supports the Government’s position on these 
issues, 

* * * * * * x 

Palestine—One the Palestine question, Turkey voted against the partition 
plan and is uneasy over the * * * threat to the stability and peace of the 
Near East. Turkey, nevertheless, maintained a strictly hands-off attitude and 
forbade its citizens under penalty of loss of nationality to participate in the 
struggle on either side. 

The Turkish Government is desirous, in the interest of Mediterranean sta- 
bility, that the Arab world should recognize the existence of Israel and accom- 
modate itself in some manner to the solution of the Palestine question. It 
assumed certain responsibilities in this matter by becoming one of the coun- 
tries represented on the Palestine Conciliation Commission. It has extended 
de jure recognition to Israel by appointing a Turkish minister to Tel Aviv. There 
is an Israeli Legation in Ankara. 


ECONOMIC CONDITIONS IN TURKEY 


Turkey has the resources to become economically one of the strongest nations 
in this part of the world. Primariiy agricultural, her crop output has been 
increased and is susceptible of further improvement as modern methods of 
eultivation, irrigation, erosion control, and crop management are applied. 
Turkey has a natural basis for industry in her coal, minerals, hydroelectric 
potential and particularly in fibers and industrial agricultural products. 

Today Turkey is in the third phase of her modern economic development. The 
first occurred with the establishment of the Republic in 1923 which brought to 
government administrative and economic planning standards of western effi- 
ciency to replace the decadence of the Empire; the second appeared with the 
official adoption in 1930 of ETATISM, or State socialism, incorporated in the 
new constitution; the present stage is characterized by greater internal freedom 
and an intensification of economic development—both .to sustain the high level 
of military effort and to raise living standards—through outside financial assist- 
ance in the form of ECA assistance and loans authorized by the Export-Import 
Bank and the International Bank for Reconstruction and Development. 


* * * s * * . 


In its primary concern with developing industries, Turkey neglected its basic 
agricultural resources. Under ECA impetus—this neglected step-child in Tur- 
key’s development—has recently received increased attention and assistance. 
With the aid of Marshall Plan equipment brought in from the United States and 
European countries—and favorable weather—Turkey has in 1951 produced 
the greatest grain crop in her history. It is estimated at 10.6 million metric 
tons as against the previous record of 9.0 million tons in 1948. Cottons produc- 
tion too has expanded sharply. While Turkey was already on an export basis 
as concerns cotton, it is going on a wheat export basis this year. 
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With cotton, chromite, and copper in the past plus wheat and coal in 1951, 
Turkey is increasing her importance as a supplier of commodities needed by 
the free world—especially Western Europe. As in the case of agriculture, ECA 
financial and technical aid have contributed to production increases and the 
export potential in the field of minerals. Further increases in production are 
expected after certain ECA sponsored projects are completed. The fact that 
external financing has stressed the development of (1) agriculture, (2) roads, 
(3) mining (4) electric power, and (5) railways, is indicative of the basic 
nature of Turkey’s economic needs. 

a + a oe . * a 


Partly because of the budgetary strain of public investments and partly be- 
cause of the realization that a system of private enterprise is dynamic, emphasis 
has recently. tended to shift from state to private enterprise in industry. The 
Industrial Development Bank, established in 1950, under the joint sponsorship 
of the Turkish Government and the IBRD, is intended to serve as a catalyst 
by providing credits to private industry. The enactment in August 1951 of a 
law to encourage foreign investment in Turkey is another modest step in the 
direction of fostering private enterprise. 


USIE OPERATIONS IN TURKEY 


The United States information and educational exchange program seeks to 
spread throughout Turkey a knowledge of the United States, its aims, its ideals, 
and its way of life, and to foster Turkish-American understanding—all through 
the medium of a free exchange of information and cultural activities. 

The Turkish people in general are probably even more strongly anti-Soviet 
and anti-Communist than the people of the United States. It is therefore not 
necessary for USIE to win them away from communism. It is, however, 
very important to assure them that the people of the United States are, like 
themselves, thoroughly alert to the Russian menace, and to indicate to the Turkish 
publie the various ways in which the United States is assisting them in com- 
bating the Soviet threat which lies immediately on their frontier. 

In order to attain these aims, USIE has opened three offices and libraries 
in Ankara, Istanbul, and Izmir. Personnelwise, there are at present 31 Ameri- 
cans and 105 local officers and technicians working in the highly specialized fields 
of press, radio, films, libararies, exhibits, publications, and cultural affairs. 

News of the progress made in the United States in the scientific, cultural, 
artistic, technical, industrial, and political fields is available to the Turkish public 
through books, reviews, pamphlets, documentary films, film strips, records, repro- 
duced concert music, musical scores, documentary exhibits, photographs, plastic 
plates, information bulletins, special articles, technical documentation, radio 
transmissions, exchange of cultural relations, scholarships and conferences. 
Catalogs and programs on these various activities are available to the public. 

Statistics taken at random from the files of USIE officers indicate the wide 
range of activities and the thoroughness of the program’s coverage. 

4 ~ * + = * ca 


Among the books and pamphlets being translated and distributed in Turkey 
are An Outline History of the United States, Facts About the United States, a 
handbook on poultry raising which has been enthusiastically received by the 
Turkish Ministry of Agriculture, another handbook on the control of diseases of 
wheat, several children’s books, VOA schedules and brochures, and President 
Truman’s Fourth of July message to freemen everywhere. 

Cultural relations 

This is the clearing house for questions on American educational institutions 
and scholarship opportunities for study in the United States. The section is an 
active participants in affairs connected with the Fulbright program, which brings 
American students and scholars to Turkey and aids Turks to go to America, 
and the Smith-Mundt program, which provides opportunities for Turkish leaders 
to study and visit in America. The cultural section also assists Turkish students 
to obtain private scholarships in American universities, and had an active part in 
the recent establishment of the Turkish-American Association which was 
organized to promote and expand cultural ties between the two countries. 
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Libraries 


USIE maintains libraries in Ankara, Istanbul, and in Izmir. All are located 
on the ground floor on busily traveled streets and are equipped with a representa- 
tive collection of American books, periodicals, pamphlets, and newspapers. An- 
kara, for example, has 7,000 books in English, covering practically every field of 
American endeavor. Indicative of its popularity with the local population is 
the fact that during the month of June some 7,400 Turks visited the reading 
rooms. Of this number, 1,400 were adolescents. Libraries are open to everyone, 
and persons with a slight knowledge of English may become members and borrow 
books without charge. The USIE and British Council libraries are the only 
ones in Turkey with book-lending facilities. The library users, who represent 
practically every stratum of Turkish life with any reading ability, have come 
to look upon these centers as places to ask for information about America. They 
are reference centers in the true sense of the word. In addition, there is in 
Ankara a children’s library, a separate reading and display room where some 
1,000 American books have proved a powerful drawing card for Ankara’s small 
fry. Story-telling hours and film strip showings are held weekly and the popular 
new Children’s Bulletin is kept on hand in quantity. 


* * . Ad * * 


Films 

This section projects informational motion pictures for nontheatrical Turkish 
audiences totaling approximately 350,000 persons each month. USIE films are 
distributed to schools, army camps, hospitals, and other institutions through 
‘ cooperative agreements with Turkish Government ministries. * * * 

The most outstanding current film containing anti-Communist information to 
be distributed throughout Turkey is Defense of Peace. This film documents 
Communist policy of obstructionism in the United Nations effort to establish 
world peace and security from the close of World War II to the Communist 
invasion of Korea. 

Also popular on the films programs of USIE centers and mobile unit showings 
are the following: President Truman’s San Francisco Speech, which proposes 
a new partnership of peace to the peoples of Asia as an alternative to Communist 
imperialism; Truman’s Report on Korea, high-lighting the invasion of Korea; 
and a documentary One Year in Korea. 

An example of the effectiveness of this type of information work is the story 
of an orange grower in Mersin. He saw a film dealing with excavation projects 
and spotted a lifting device he thought would be useful on his farm. He tried to 
order one, couldn’t, and turned to USIE. The film was made available to him 
and he ran it off for his foreman and construction superintendent 15 times. 
They grasped the details and constructed one for their own use. The Mersin 
farmer says he saved 4,000 lira in 10 days by using this machine and that every 
large orange grower in the Mersin area now has his gwn adaptation of the 
machine. 


JornT MILITARY MISSION FoR AID TO TURKEY, Pusric RELATIONS OFFICE, ANKARA, 
TURKEY 


BRIEFING INFORMATION, SEPTEMBER 1, 1951 


The Joint Military Mission for Aid to Turkey (JAMMAT) started functioning 
under authority contained in Public Law 75, passed by the Eightieth Congress 
and signed by the President in May 1947. Responsibility for the execution of the 
program was delegated by the President to the Secretary of State, who desig- 
nated the American Ambassador to Turkey as Chief of the American Mission. 

At the time Publie Law 75 was passed, Turkey had been holding its armed 
forces on a wartime basis for 8 years. This drain on the economy of the country, 
which in 1948 amounted to 41 percent of the national budget, if continued indefi- 
nitely would have had the effect of crippling the Turks’ ability to resist external 
aggression. 

The purpose of the mission, therefore, is to increase Turkey's defensive canac- 
ity through education, modernization, and mechanization, without further enbur- 
dening the economy. It was planned that even with an increase in the Nation’s 
power to resist could come a decrease in the amount of manpower and the 
number of draft animals needed to sustain this power. 
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The military mission comprised three groups from the beginning—Army, Air, 
and Navy. The United States Engineers’ Group was established in Ankara in 
June 1950, to supervise the construction of runways, taxiways, and facilities 
such as hangars, housing, electric line, ete., at Turkish airfields. A limited 
number of American civilian contracting personnel are in Turkey to work with 
the Turks in this program. 

The present organization is as follows: 

The American Mission for Aid to Turkey (AMAT): Ambassador George Wads- 
worth, Chief 
The Joint Military Mission for Aid to Turkey (JAMMAT) : 
Maj. Gen. William H. Arnold, Chief 
bi” United States Army Group (TUSAG), Brig. Gen. Robert M. Cannon, 
hief 
The United States Air Force Group (TUSAFG), Brig. Gen. Edward H. 
Alexander, Chief 
The United Statets Navy Group (TUSNG), Rear Admiral William L. Rees, 
Chief 
The United States Engineers’ Group (TUSEG), Col. Arthur H. Frye, Jr., 
Chief 

The four groups’ chiefs report to General Arnold, who in turn reports to 
Ambassador Wadsworth. 

A public roads group, entirely civilian, which reecived $5 million from the 
first year’s appropriation only, is operating now under ECA funds. 

It has been found that the major weaknesses of the Turkish Army had been 
its deficiency in modern weapons and equipment, and its poor mobility. The 
Turkish Air Force lacked both aircraft and competent technical personnel. By 
World War II standards, the Turkish Navy was a negligible force lacking equip- 
ment and experience. 

Supplies began trickling into Turkey early in 1948, and for the first several 
months the material arrived in unimpressive amounts. But while port and 
storage facilities were being improved and while training was initiated for 
personnel to receive, store, and account for aid supplies, the flow of equipment 
from the United States increased to a sufficient degree to permit the organiza- 
tion of effective training. 

Numerous training courses and schools were established and operated under 
American supervision. The Turkish military school system was revised accord- 
ing to recommendations submitted by the mission, hundreds of Turks were sent 
to the United States and Germany for special training; American personnel 
were station at many Turkish Army, Navy, and Air Force bases to conduct on- 
the-job training; everything that was practicable was done to further their abil- 
ity to use the equipment being supplied by the program. 

Up to the present some 30,300 Turks completed training under American 
supervision, more than a thousand of these in the United States and in Ger- 
many. Many of the graduates returned to their original units to carry on in- 
struction in the methods taught them at the American-supervised schools. New 
courses and classes are beginning monthly, and the mission is continuing to 
send students for training outside of Turkey. 

In June of 1951 field training teams were organized for the purpose of better 
instructing Turkish Army personnel in the field in the use of American aid 
equipment. The size of the Turkish Army is such that the technical schools 
cannot turn out sufficient instructors in the time needed. Due to the complexity 
of American equipment and the low level of education of the Turkish soldier 
the American military deemed it advisable to give instruction on troop basis as 
well as in the schools. The teams instruct on maintenance and care of equip- 
ment but act in an advisory capacity only. They have no command functions. 

In the prosecution of the mission, Turkish cooperation and willingness to 
learn is noteworthy. The impact of the program brought about many basic 
changes in the methods known to the Turks—everything from recapping tires 
to the unification of the Turkish General Staff and Ministry of Defense. Al- 
though the Turkish armed forces still have much to learn, their progress has 
been impressive and militarily valuable. 

To Turkey, the economic value of the mission’s accomplishments are obvious; 
personne! trained and techniques learned in airfield construction, for instance, 
have a far-reaching effect on the technological development of the country. More 
than 500 miles of military roads built under American supervision have a meas- 
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urable nonmilitary influence on the country’s transport system. That the mis- 
sion is assisting in the economic stabilization of Turkey is apparent, even though 
all of the mission’s funds are directed to military purposes. 
Breakdown of physical equipment: 

Army: 

Tanks 

Tank recovery vehicles 

Antitank guns 

Machine guns and 4-Omm Bofors, antiaircraft guns 

Howitzers 

Mortars 

Bazookas 

Liaison planes for artillery 

Signal, radios, radar, telephone, and telegraph 

Heavy engineering equipment, mines, and mine detectors 

Trucks, jeeps 

Hospital and medical supplies 


Planes: 
B-47 fighters, single engine 
3-26 twin engine bombers 
C47 twin engine cargo planes 
T-6 single engine trainers 
T-11 twin engine trainers 
Communications, radio, radar, telephone, and telegraph 
Heavy engineering, bulldozers, cranes, shovels, rock crushers, etc. 
Trucks, wreckers, etc. 
Medical supplies 
Ammunition and bombs 
Navy: 


Engineers : 
Heavy construction equipment, dozers, rock crushers, etc. 
Size of mission, approximately * * * at present. 
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WEDNESDAY, NOVEMBER 14, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELA‘IONS 
oF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DerarTMENTs, 
Athens, Greece. 

The subcommittee met Wednesday, November 14, 1951, at the 
United States Embassy, Athens, Greece, Hon. Herbert C. Bonner, 
chairman of the subcommittee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; Har- 
old Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, 
Charles B. Brownson, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; John 
Elliot, State Department escort officer; and Brig. Gen. Clarence C. 
Fenn, Department of the Army escort. 

United States Embassy, Joint United States Military Aid Group 
for Greece, and Economic Cooperation Administration representa- 
tives present: Maj. Gen. C. E. Hart, Chief of the Joint United States 
Military Aid Group for Greece; Charles Yost, minister-counselor, 
United States Embassy; Col. Alfred E. McKenney, G-3, JUSMAG; 
Col. Oliver C. Harvey, G-4, Army Section; Rear Adm. Richard P. 
Glass, Chief of the Navy Sectien, Joint United States Military Aid 
Group to Greece; Col. Kyle L. Riddle, USAF; Lt. Col. J. P. Doran, 
assistant comptroller, JUSMAG; Lt. Col. Olen J. Seaman, Jr., G-2, 
supply and fiseal officer, JUSMAG; Commander Newell IF. Varney, 
USN, supply and fiseal office, JUSMAG; Maj. John J. Yusievicz, 
One thousand one hundred and seventy-second foreign mission, flight 
A; Col. John J. Holst, Chief of the Planning Section, G—3; Col. 
Ernest L. Stockton, engineer staff officer, JUSMAG; Charles T. White, 
comptroller, ECA group; J. C. Howell, Director of the Joint Admin- 
istrative Services; Lt. Comdr. W. Lieberson, USCG, Embassy staff; 
Paul A. Jenkins, Deputy Chief, ECA Mission to Greece; DeForrest 
McCauley, Director, Construction Division, ECA, Greece; Charles 
Miller, ECA, Scrap Surplus Division; Paul Kepple, Director, Fi- 
nancing Program Division; Cecil B. Calvert, Director, Industry and 
Transportation, ECA, Greece; and Brice Mace, Director, Food and 
Agriculture Division, ECA, Greece. 


Notr.— Asterisks denote classified material deleted for security reasons. 
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Mr. Bonner. This subcommittee has been active in studying mili- 
tary supply management; it has visited installations, national defense 
installations of the Army, Navy, and Air Force. The purpose of this 
effort is to bring about better economy in our armed services. The 
finances’ of the United States Government are getting low, the 
taxes have been raised to the utmost, and some way must be found 
to get greater efficiency while assuring the highest degree of national 
defense. So, with that, General, Ill introduce the subcommittee. On 
my left, for the purposes of you gentlemen who have not met them, 
I am Mr. Bonner, of North Carolina, then Mr. Donohue, of Massa- 
chusetts, Mrs. Harden, from Indiana, on my right, Mr. Brownson, 
of Indiana, on my right, Mr. Lantaff, of Florida, on my right, Mr. 
Meader of Michigan, ‘and Mr. Dorn, of South Carolina, on my left. 
Now, General, if you will brief us on your mission here, and after you 
finish your briefing, then members of the subcommittee would like 
— ably to ask certain questions. I might say in the beginning 
vefore you start, that I had the pleasure of being here in 1949 when 
Gen. James Van Fleet was here, and the subcommittee at that time 
was greatly impressed with the splendid accomplishments that he 
brought to pass. 

Major General Harr. Congressman Bonner 

Mr. Bonner. Excuse me, sir, we have a recording tape that we 
will take back with us to the States, so when a question is asked, 
the person asking the question will hee ase give his name, and the person 
responding will ¢ give his name. When any person makes a statement 
he will give his name first. Now, if you will, General. 


STATEMENT OF MAJ. GEN. C. E. HART, CHIEF OF THE JOINT 
MILITARY AID GROUP FOR GREECE 


Major General Harr. I am General Hart, Chief of the Joint United 
States Military Aid Group for Greece. Congressman Bonner, members 
of the House ‘Subcommittee on Expenditures, and ladies and gentle- 
men. I am going to ask Mr. Yost of the United States Embassy to 
lead off with a few pertinent remarks prior to my presentation. 


STATEMENT OF CHARLES YOST, MINISTER-COUNSELOR OF THE 
UNITED STATES EMBASSY, ATHENS, GREECE 


Mr. Yosr. I am Charles Yost, minister-counselor of the United 
States Embassy. I should like to give you a little political back- 
ground on the situation here in Greece. First, on behalf of the 
Ambassador, I should like to emphasize the very close teamwork 
which we have here among the American agencies in Greece. The 
Ambassador is head of the American mission for aid to Greece, under 
which operate the Embassy, General Hart’s mission, and the ECA 
mission. There is a very close integration and very cordial coopera- 
tion. We work as a team with all our problems, and settle them to- 
gether. Now, as to the situation in Greece; you are aware of its 
highly strategic position, and the consequences should it fall into Com- 
munist hands. It reaches down into the central Mediterranean and 
outflanks both Italy and Turkey. Up until 2 years ago when the 
Congressmen were here last, there was a civil war going on which 
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ended in September of that year. At present, the Communist problem 
domestically is completely under control. The Communist Party has 
been driven underground. There is a pseudo-Communist Party 
which participated in the last election and received approximately 
10 percent of the votes; about 180,000. We estimate, however, that 
the actual hard-core Communists here do not amount to more than 
about 15,000. ‘They are known and carefully watched by the police, 
and many of them are imprisoned and in concentration camps. The 
most important Communist menace here is the menace from the 
north; * * * anda few fighting guerrillas there who took refuge 
when the war ended. General Hart, I am sure, can tell you all about 
that situation. We have in Greece one of the most loyal and valuable 
allies in our fight against communism. She has a very substantial 
army which has never been demobilized since the civil war. Their 
morale is excellent; they are now proposed for membership in the 
North Atlantic Treaty Organization and if our Senate and other 
parliamentary bodies of other nations approve, they will enter as an 
integral part of that Organization. * * * In the absence of that 
arrangement at the present time, they are working most closely with 
us. * * * It would be hard to imagine more willing or more 
complete cooperation. In general, there is a coalition government 
here of two parties, one center and one left center, which has a very 
small majority in parliament. * * * It is, however, wholly co- 
operative, wholly independent, and alined on our side. The opposi- 
tion led by General Papagos is also on our side, so a change of govern- 
ment would not affect us in the slightest. Just one final word; and 
you gentlemen know very well, we have put about $2,000,000,000 
worth of money into Greece so far, up until June 30 of last year, and 
we feel that this money has paid immense dividends, because there is 
no question that this country would have gone under, if we had not 
done that. But the situation still remains, that Greece is very depend- 
ent upon foreign aid. Her exports cover only about one-third of the 
imports required to feed her people and keep them going. It has 
always been a poor country, lacking in many of the essential resources 
required to keep life going. Furthermore, the fact that the civil war 
lasted until the end of 1949, instead of warfare ending in 1945 as it 
did in most parts of Europe, the attempt at reconstruction has been 
tremendously delayed, the fine work which we have helped to do in 
France, Italy, and other countries, here could really only begin 2 years 
ago. On the other hand, the Greeks do, as a result of having ceased 
fighting so recently still have a large and effective army in being. It 
isn’t a question here of raising an army as it is in so many Western 
European countries, but merely of keeping in being the present high 
pitch and efficiency of the army they already have, and continuing the 
economic underpinning, and the feeding of the population in general, 
including wives and children of soldiers, which will maintain morale at 
the present level and keep the army in its present effective state. I 
don’t think I need add any more. 

Major General Harr. Rs Chief of the Joint United States Military 


Aid Group to Greece, it is both an honor and a pleasure to welcome 

you to Athens as well as to assure you that the Military Aid Group is 

prepared and ready to give the committee whatever assistance it de- 

sires. I have been in Greece less than 2 weeks, so I probably will not 
94756—52——49 
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be able to be of as much help as I would like to be; however, I am 
confident that my unified staff can furnish the information you desire. 
I think we all realize not only the importance of your mission but the 
need for it. The volume of world aid required from the United States 
is of such proportion that the supply management and salvage pro- 
cedure exercised by the recipient countries must be subject to constant 
and vigilant review by the Congress. We know that public attention 
has been focused on the critical shortage of scrap metal, a shortage 
due in part to the fact that much of our steel production left the United 
States during World War IT in the form of arms and lend-lease equip- 
ment. This potential scrap source has been lost. Through ECA 
and MDAP we have repeated this process in the postwar years. The 
Congress in establishing the Military Security Agency wisely pro- 
vided for the recapture of all scrap generated from United States 
funds. I think as background information you might be interested 
in knowing why the Military Aid Group is here and what it is doing. 
To explain why we are here it is necessary to go back to 1947. As 
you will recall, in that year the British Government advised the 
United States Government that it could no longer continue to furnish 
financial assistance and economic assistance to Greece. On the heels 
of this warning the Greek Government addressed an urgent appeal to 
the United States for assistance. After an exhaustive inquiry by 
the Congress, Public Law 75 was passed, authorizing certain aid 
to both Greece and Turkey. To oversee this aid to Greece the Military 
Group was established in the summer of 1947. From 1947 until late 
in 1949 the Military Group engaged in providing military guidance 
and logistical support to the Greek armed forces in their struggle to 
maintain internal security. Since the conclusion of the bandit war 
the group has confined its activities to furnishing upon request, stra- 
tegical advice to the Greek armed forces, screening requests for equip- 
ment under MDAP, providing advice and assistance on training 
matters, and furnishing supervisory assistance in the use and main- 
tenance of United States arms and equipment. These functions have 
been done with a view to bolstering the will and ability of the Greek 
armed forces to repel external aggression. * * * 


* * * * * * * 
We will now have Colonel McKenney, G-3 of the Military Mission. 
* * * * * * * 


I would like to introduce Colonel Harvey who will speak on supply. 


STATEMENT OF COL. OLIVER C. HARVEY, G-4, UNITED STATES 
ARMY 


Colonel Harvey. The information that I am about to give is not 
classified. Iam Col. Oliver C. Harvey, G—4 of the Army section. In 
addition to being G—4 of the Army section, I have been charged with 
the responsibility of coordinating all the logistical requirements of 
the Army, Navy, and Air Force sections. Tomorrow I intend to give 
a presentation along with ECA, covering the following subjects: 
inspection of MDAP-furnished material, procurement and distribu- 
tion in the Greek Army, supply management, policy on the utilization 
of MDAP-generated salvage and scrap, and the newly enacted Public 
Law 165. This afternoon, we will cover the five subjects shown on this 
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chart. First, preparation of matériel program utilizing United States 
military aid funds and assisting in review of the local military budget. 
This part of it is classified at this moment. I want to explain this in 
that the National Defense General Staff of the Greek Army—or armed 
forces—is similar to our Department of Defense, and it sits on top of 
the three services; Army, Navy, and Air Force, so that when I talk 
about the National Defense General Staff, you will understand what 
it is, the same as our Department of Defense. We—the Chief of 
Army, Navy, and Air Force sections of JUSMAG confer with our 
opposite numbers in the Greek armed forces prior to submitting any 
program to Washington. We, in turn, after that conference, develop 
that program of thinking into a material program and send it to the 
Department of Defense. We set that up in priorities so that wherever 
an amount of money is finally allocated, that they can cut the program 
off at that point, and we will still have a balanced program. In addi- 
tion to this military program submitted to the United States, we re- 
view the local Greek defense budget. They submit a budget just like 
we do in the United States, but JUSMAG—each section, Army, Navy, 
and Air Force—takes that budget and goes over it in detail, and makes 
recommended deletion, and so far as we have found that the Greek 
armed forces have gone along with outside recommendations as to 
what they should cut out of their own budget—that’s the drachmae 
budget. Our advice to the National Defense General Staff on logistics 
and industrial mobilization, each part of our services confers with 
their committees on all their national plans, including industrial mobi- 
lization. In turn, those policies that are established on the national 
defense level are passed down to the three services, and then our indi- 
vidual sections also sit in on the implementation of those policies. We 
also in these meetings with the high level staff, have British mission 
representatives. Our advice to the GAF on logistical matters, that is 
most detailed. We give them detailed advice as to the receipt, storage, 
issue and maintenance of all supplies brought into Greece under the aid 
program. We have individual representation in their depots and 
installations who are actually showing them our methods of good 
supply procedure. Advising the GAF on procurement activities. 
They have what they call an E branch in the Greek Army, that co- 
ordinates all their procurement activities. We have here a program 
tied in with ECA which is coordinating GAF requirements with ECA. 
Procurement in the armed forces and the coordinating requirements 
of ECA go hand in hand. We put in a common use program for all 
the Greek armed forces which includes all food, forage, all petroleum, 
oil, lubricants, all textiles, and have recently included the manufacture 
of helmets, mess kits, canteens, boots, and all types of webbing equip- 
ment and packs. That is a coordinated program between the Army, 
Navy, and Air Force here, and ECA. e work hand in hand with 
their industrial division on that particular program. 

Rear Admiral Glass will now explain the Navy Section, JUSMAG. 


STATEMENT OF REAR ADM. RICHARD P. GLASS, CHIEF OF THE 
NAVY SECTION, JUSMAG 


Rear Admiral Guass. Mr. Chairman, this will include classified ma- 
terial; hence, strike it off the record. I am rear Adm. R. P. Glass, 
Chief of the Navy Section, Joint United States Military Aid Group to 
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Greece. The mission of my Navy Section is to provide advice and as- 
sistance to the Greek Navy. * * We have the responsibility with 
the unified mission that we have here of maintaining the very close con- 
tact with the other sections of the mission, and with giving and keeping 
the Chief of JUSMAG adequately informed and receiving from him 
policy guidance. We establish very close communications with the 
British naval mission which has been in Greece for 41 years, with a 
view of insuring that our advice, in our advice to the Greeks, we 
present a united front. We collaborate closely with ECA, as Colonel 
Harvey pointed out, in logistical matters, * * *. With respect to 
the British, I think we can accurately say that we have joint respon- 
sibilities in matters concerning composition, organization, training, 
operation, and complete responsibility with respect to logistics. AI- 
ways, however, with the proviso that wherever expenditure of United 
States dollars is concerned, we have the overriding responsibility to 
make the decisions. The mission of the Greek Fleet, is to insure mili- 
tary sea transport or to maintain patrol of the seas in the adjacent 
sea areas, to defend national territory, and to carry out offensive 
action. * * * The Greek Fleet should be able to carry out anti- 
submarine warfare; mine warfare, offensive and defensive; sea trans- 
port, for amphibious operations; net defense of harbors covering the 
areas adjacent to Greece; it is also capable of providing combat and 
logistics support to the Greek National Army, which it did most ef- 
fectively support in the guerrilla campaign from 1947 to 1949, and its 
share of the contribution to the maintenance of internal security 


within Greece. 
co * * es * ba * 


STATEMENT OF COL. KYLE L. RIDDLE, UNITED STATES AIR FORCE 


Colonel Ripptz. My presentation will consist of a brief discussion 
on the mission and composition of the Royal Hellenic Air Force, the 
training of activities of the Royal Hellenic Air Force, and the air base 
construction program within Greece. The mission of the RHAF. 
(Interruption by General Hart: “This is off the record”). 

* * * * * 


* 


os 


Mr. Bonner. I'd like to make a statement so that we can have it on 
the record, because there’s been much briefing here that has been 
classified and does not appear on our tape. Now you can cut it off. 

* * * * * * * 

Major General Hart. This is still off the record. 

Mr. Bonner. I still want to get on the tape, who is speaking at the 
time that he spoke. 

Major General Harr. Due to the classified nature of the material, 
I’d like to keep it shut off. Due to my short stay in Greece as previous- 
ly brought out, I will call upon Admiral Glass, second in seniority 
on duty with JUSMAG, to make the closing remarks. Admiral 
Glass. 

Admiral Guass. During 1947 to 1949, the guerrilla warfare in this 
country reached tremendous proportions. The villages were de- 
stroyed, industry disrupted, farms and homes were ravished and 
razed. Consequently, Greece is behind her prospective colleagues in 
NATO, in that only during the past 2 years could attention and effort 
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be devoted to a properly integrated military and economic effort. 
Yet during the fiscal year just ended, Greece devoted 43 percent, 
approximately, of her national budget, to the support of her armed 
forces. 

Mr. Bonner. What percentage was that? 


* * * * 1 * * 


Rear Admiral Guiass. With respect to the navy, we feel that the 
balance between the active fleet now in commission, and the reserve 
fleet, which is in laid-up status and in good shape, is adequate for 
the navy to perform its functions, in a moblization status. With re- 
spect to the air force, modernization of course seems a long and some- 
times tortuous road. We would hope that the present jet program 
can be accelerated to the maximum extent possible. And in the event 
of the unhappy event of a war in the immediate future, air support 
from Allied naval units in the Mediterranean would be indispensable 
and might spell the different factors in the battle for Greece. The 
Greek soldier, sailor, and the airman have proven their worth in 
combat. They are proving that worth today in Korea, in defense 
of the ideas on which our western civilization was founded. And I 
believe their potential will be a most welcome asset to the North 
Atlantic Treaty Organization. 

Mr. Bonner. Now, General, the subcommittee would like to 
ask you and your staff certain questions. Mr. Donohue. 


EXTENT OF AID TO GREECE 


Mr. Dononvr. Mr. Yost, do I understand that the amount of money 
that has been expended or sent here to Greece was two billion dollars ? 
Was that the figure you gave us? 

Mr. Yost. Yes, sir. 

Mr. Dononvr. Does that include military aid and aid under the 
Marshall plan ? 

Mr. Yost. All forms of military aid, going back to include the 
United States share of UNRRA. 

Mr. Dononvr. That goes back to even beyond the Greek-Turkish 
loan, and includes UNRRA. 

Mr. Yost. Yes, sir. 

Mr. Dononvur. And in your opinion it has brought satisfactory 
results ? 

Mr. Yost. In my opinion it has made a difference between Greece 
being held on our side and being occupied by the Communists. 

Mr. Dononuvsr. Have you an opinion whether or not it has reached 
a point where Greece can economically and militarily sustain itself? 

Mr. Yost. No, sir. I do not feel that it has reached that point. 

Mr. Dononvr. Have you an opinion as to just how long more 
our Nation will be called upon to make these contributions by way 
of economic aid and military aid? 

Mr. Yost. Sir, I think that depends upon the development of world 
conditions. Greece is not able to maintain itself, and will not in the 
foreseeable future be able to maintain both her economy and the 
military effort at all of the present unnormal level, without outside 
assistance. 
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Mr. Dononver. We'll assume that the conditions remain as they 
are today. Do you feel that the United States will have to continue 
to supply military aid and economic aid to Greece ? 

Mr. Yost. I think that we will have to continue some aid, not neces- 
sarily at the present level. We’ll have to continue some aid, if we wish 
the Greek forces to be maintained at their present level. 

Mr. Dononver. I would like to ask General Hart: How long do 
you think, General Hart, we should continue our military aid to 
Greece ? 

Major General Harr. I concur in Mr. Yost’s remarks, and I feel 
that it is so dependent upon the world situation, or at least the 
European situation, from the miiltary side, the economic side I am 
not in a position to answer. I feel as he does, that we must maintain 
the armed forces of Greece at the level at which we are presently 
maintaining them. They must be assisted. They are incapable of 
supporting the forces that we think they should have to do their 

job. 
LOGISTICAL AID TO GREECE 


Mr. Dononvr. Do I understand that along with giving military 
advice to the military authorities over here, we are also giving them 
logistical support ? 

Major General Harr. Colonel Harvey, will you answer that? 

Colonel Harvey. That’s true, sir. We are giving them logistical 
support in that we are supporting them in items of military equip- 
ment that cannot be manufactured or secured in Greece. 

Mr. Dononvr. And those end items would be what, for instance ? 

Colonel Harvey. 155 howitzers, 105 howitzers, 214 -ton trucks, jeeps, 
tanks, scout cars, material of that nature, and the support of that 
material. 

Mr. Dononve. I would also like to ask this question. Probably 
Mr. Yost could answer it. I understand that 43 percent of the na- 
tional budget of Greece is used for the purpose of purchasing or sup- 
porting the military organization. Isthat correct? What isthe pres- 
ent budget of the Greek Government? 

Mr. Yost. It’s about—the expenditures are about seven trillion 
drachmae. 

Mr. Dononve. In dollars? 

Mr. Yosr. No. Do you have the dollar figure ? 

Colonel Harvey. I think we have it shown, sir. Bring that chart 
here. 

Lieutenant Colonel Doran. For fiscal year 1952, the national budget 
is 7,459,000,000,000 drachmae, or $497, 300,000. 

Mr. Dononvue. What was it in 1947 when you first came in here? 

Lieutenant Colonel Doran. We had no budget in 47. 

Mr. Dononve. Do you have any records for 1948 ? 

Lieutenant Colonel Doran. We have records for ’51, and we have 
records from °50 upstairs. 

Colonel Harvey. We can get all those for you and submit them to 
you. 


EXTENT OF GREEK SELF-HELP 


Mr. Dononve. Well, what I’m particularly interested in is in deter- 
mining whether or not the Greeks themselves are exerting themselves 
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in appropriating money for military purposes, with this emergency 
as tense as it is here in Greece. 

Mr. Yosr. Well, we feel that they are doing so. They are—their 
entire budget, is decided from the military angle. It is carefully re- 
viewed by our ECA mission, and worked out in consultation with the 
mission. And it is kept down to low levels by the mission on the non- 
military side in order to avoid inflation, 

Mr. Donouve. I'm glad to hear that. Now tell me this. I under- 
stand that the budget over here is quite out of balance. Is that cor- 
rect ? 

Mr. Yost. Yes, sir. They anticipate in the current fiscal year a 
deficit of about 2 trillion drachmae. 

Mr. Dononve. Two trillion drachmae. Can you tell me, Mr. Yost, 
whether or not the tax structure of this country has been altered since 
1947 % 

Mr. Yost. Yes, sir, it has. That is—— 


TAX STRUCTURE OF GREECE 


Mr. Donounve. In what respect? 

Mr. Yost. That is the problem in which the economic mission here 
is very much concerned. Because it has always been very difficult to 
collect taxes in Greece. The tax structure is behind, and badly en- 
forced. We feel a great deal of progress has been made both in 
securing the passage of laws which improve the structure, and in 
the actual collection of taxes under those laws. There is still room 
for improvement. 

Mr. Dononvr. Well, I was wondering whether or not you could be 
a little more specific in telling us in what way the tax structure has 
been altered, and whether or not the tax rates have been increased 
in a different respect. In order to bring more revenue in to the Greek 
Treasury. 

Mr. Yost. The tax rates have been increased, and income taxes 
which were not successfully collected in the past. Recently, a very 
serious and effective effort has been made to collect those taxes. If 
you would like detailed figures of this, we will get them from ECA, 
and see to it that they are given to you in the course of their briefing 
tomorrow. 

Mr. Dononvr. I would like very much to have such figures sub- 
mitted. Addressing my remarks to Colonel Harvey: Do I under- 
stand that you procure and control and distribute all of the supplies 
that are used by the Army, Navy, and Air Force? 

Colonel Harvey. No, sir. I have the responsibility of coordinating 
all the common supply for the three services; they are procured in 
Greece utilizing ECA funds, or local productions in Greece. 

Mr. Donountvr. Well, then, if the Air Forces and the Navy need 
supphes for their particular branches of responsibility over here, then 
those supplies have to be obtained outside of Greece; who procures 
them ? 

Colonel Harvey. They are normally put on the United States ma- 
tériel program, each—the Army, Navy, and Air Force—each have a 
program of matériel procured by the Department of Defense. That 
portion is strictly military items. 
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Mr. Dononvr. And, when—after they are requisitioned in the 
United States, are they requisitioned, we'll say, by Admiral Glass? 

Colonel Harvey. His section, sir. 

Mr. Dononve. And by the colonel here from the Air Forces? 

Colonel Harvey. Yes, sir. 

Mr. Dononve. And when they are shipped here, to whom are they 

shipped ? 

SUPPLY DISTRIBUTION 


Colonel Harvey. They are consigned to either the Army, Navy, or 
the Air Force sections of the Greek ‘armed forces. 

Mr. Dononvr. And where are they stored ? 

Colonel Harvey. They are stored in depots of those three services. 

Mr. Donouve. In other words, the Navy has a separate warehouse, 
the Air Force has a separate storage facility, and as they are needed 
by the respective branches of the military forces, the Greek Army— 
those requisitions are made to them directly. Is that correct ? 

Colonel Harvey. Sir, I don’t quite get the last part of your question. 

Mr. Donouve. Well, probably I couldeimplity it somewhat. You 

say that when these supplies come into Greece, if they have been requi- 
sitioned by the Navy, they go into a Navy wi arehouse ? 

Colonel Harvey. Greek Navy. 

Mr. Dononve. Well, I mean, do they come directly to our American 
representative here? 

Colonel Harvey. They come directly consigned to the Greek service 
here from the United States. 

Mr. Dononte. I see. 

Colonel Harvey. But the papers on them come through us. 

Mr. Dononve. But insofar as procurement is concerned, there isn’t 
any one member of the mission here that procures for the military 
forces of Greece? 

Colonel Harvey. In some respects, sir, they do. For instance, food. 
All food is procured by the Greek Army. It is stored by the Greek 
Army and issued to the Navy and Air Force when their stock loads 
drop below a certain level. That’s common procurement. 

Mr. Donouve. I mean, to whom do the Greek Army make. their 
requisitions for food? 

Colonel Harvey. For food, to the Minister of Supply of the local 
Government. 

Mr. Dononvr. And he in turn passes the requisition on to the 
JUSMAG? 

Colonel Harvey. The requisition is approved by JUSMAG prior 
to going over there to ECA for their concurrence, so as to set up the 
foreign rexchange if there is any involved. 

Mr. Dononve. Well, prior to the authorization that would permit 
ECA to use their—I assume that these funds of ECA are counter- 
part funds. 

Colonel Harvey. Well, this particular fund on the import, sir, is not 
counterpart; it’s United States dollars, because Greece is insufficient 
in food, and they have to import quite a number of items into Greece, 
and they just lump the Army requirements right in with the civilian 
requirements. 
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Mr. Dononve. And that food is usually used for the military forces 
rather than the civilian population ? 

Colonel Harvey. Well. t think that it is used for both, sir. I know 
that our military requirements do come in through that channel. It’s 
lumped in with the civilian requirements. I believe it’s on what they 
call the “current import program”. 

Mr. Donouve. That’s all for the present. 

Mr. Bonner. Mrs. Harden. 

Mrs. Harpen. Some of my questions have already been answered, 
but I should like to ask Colonel McKenney if any of our aid money 
is used for a universal military program of training? 


STATEMENT OF COL. ALFRED E. McKENNEY, G-3, MILITARY 
MISSION, JUSMAG 


Colonel McKenney. The universal military training program is 
perhaps not as we understand it in the States. I used the term because 
when a young man becomeg 21, he has to take a term of service unless 
he has enlisted in the Army, the Navy, or the Air Force, and he does 
take a term of service which generally runs about 24 months. Some- 
times it is longer, sometimes not quite that length of service, depend- 
ing on the type of service that he is put into, and then he goes into, 
you might say, a general reserve, the one that the Admiral referred to. 

Mrs. Harpen. Well, how is that program financed ? 

Colonel McKenney. You mean his pay? 

Mrs. Harpen. Yes; the universal military training program. How 
is that financed ? 

Colonel McKenney. Well, the greater part of the equipment, of 
course, we are bringing in more and more of it, and some of the equip- 
ment that they have is British equipment, and other equipment be- 
comes obsolete and worn out. 

Mrs. Harpen. And are any of the assistance funds used for them— 
any of our aid funds? 

Colonel McKenney. Just how that finance construction is broken 
down, I don’t know. 


STATEMENT OF LT. COL. J. P. DORAN, ASSISTANT COMPTROLLER, 
JUSMAG 


Lieutenant Colonel Doran. The deficit is made up from the counter- 
part funds of the ECA. Like this year we get an estimated amount 
of over a trillion, 200 billion. 

Mr. Bonner. State your name, please. 

Lieutenant Colonel Doran. This year we have an estimated deficit 
on the budget of 1,200,000,000,000, which is $80,000,000. The deficit 
is made up from the counterpart funds of ECA Mission. 

Mrs. Harpen. Thank you. Are there any Wacs, Waves, or Wafs 
stationed here? 

Major General Harr. There are none of the three catagories sta- 
tioned in Greece. 

Mrs. Harven. Do you feel that you could use some? 

Major General Harr. Again I preface my remarks by the short 
stay that I have had in Greece, but I would answer affirmatively in 
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that they have been used most effectively in Germany, my last station 
just prior to reporting here. 

Mrs. Harpen. Thank you. That’s all, Mr. Chairman. 
Mr. Bonner. Mr. Lantaff. 


GREEK MILITARY BUDGET 


Mr. Lanrarr. General, I notice that the budget for the Greek Gov- 
ernment for the fiscal year 1952 has allocated 39 percent to its military 
budget, whereas in fiscal year 1951, there is allocated in the total budget 
44 percent, thereby indicating that the Greek budget from a military 
standpoint is considerably less than last year’s insofar as the percentage 
of the national budget is concerned. Is it not true, from our stand- 
point, that our military aid to Greece has increased in fiscal year 1952 
over fiscal year 1951? 

Major General Harr. If I may, I would like to ask Colonel Doran 
to answer that question. 

Lieutenant Colonel Doran. This year the military budget does not 
include the public interior that was incgJuded in the budget of 1950. 
That included, I’m talking about the 1951 budget now. There is a 
comparison which you have to make, because the 1950 budget included 
public order, which included gendarmerie, town police, alien control, 
road security, etc., and fire brigades, and that went under the Minister 
of Interior for 1952, so that you get approximately 500,000,000,000 less, 
and that category is not included in the budget for 1952. It was in- 
cluded in the budget for 1951. 

Mr. Lantarr. Well, according to the chart, there is only a 1-per- 
cent difference in the amount allocated for public order in the 2 years 
In other words, in 1952 the amount allocated for public order 1s 5.8 
percent and in 1951 6.8 percent, or a percentage difference of about 
1 percent, whereas the total difference there is a 5-percent decrease in 
the budget. 

Lieutenant Colonel Doran. This public law for 1952 includes just 
the town police and gendarmerie, and this figure here includes town 
police, gendarmerie, and fire brigade, road security and alien control. 

Mr. Lantarr. The only difference in the budget there is 1 percent, 
whereas the over-all portion of the national budget allocated for mili- 
tary purposes has decreased 5 percent over last year. What is the 
reason for reducing it 4 percent in other categories ? 

Lieutenant Colonel Doran. The original budget for 1951 was based 
on 80,000, but it never reached that figure, and we had a supplement 
budget for January which increased it up to an amount of 147,000, so 
this figure for half a year is based on one strength and for the balance 
of the year is based on a higher strength, but this budget there is based 
on 147,000 for the whole year. 

Mr. Lanrarr. You mean they had a larger strength than 147,000 in 
the forces in 1951? 

Lieutenant Colonel Doran. No, sir; they didn’t have larger than 
147,000. That was the ceiling for the last half of 1951. 

Mr. Lanrarr. What is the percentage increase for fiscal year 1952 
over fiscal year 1951? In military aid? The same, or less, or an 
increase ? 

Lieutenant Colonel Doran. Colonel Harvey ? 
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Colonel Harvey. We do not have the 1952 budget as yet. However, 
there will be a decrease. 

Mr. Lantarr. There will be a decrease in 1952? 

Colonel Harvey. Yes, sir. As far as United States dollars is con- 
cerned, there will be a decrease. 

Mr. Lantarr. Over 1951? 

Colonel Harvey. Yes, sir. 

Mr. Lanrarr. Thank you, Colonel Harvey. That’s predicated on 
law and order, and no wrap ageines activities. 

Colonel Harvey. Well, it’s predicated on the fact that we have 
been able to equip through Habe programs, and their stock position 
is more stable, and we have thrown persistently on local production. 
It saves United States dollars or those counterpart funds already used 
to cover that. 

GREEK SUPPLY SYSTEM 


Mr. Lantarr. What is the nature of the Greek supply system? 

Colonel Harvey. It is principally a British supply system modified 
by Greek systems and United States systems according to the local 
Greek laws that have been imposed, and also according to MDAP 
regulations which we must impose upon that system. Principally, it’s 
in stock control and requisitioning procedure. 

Mr. Lantarr. Do they have single-service procurement of all com- 
mon-use items? 

Colonel Harvey. That is a subject I can cover tomorrow unless you 
want to talk about it now. 

Mr. Lanrarr. If you’re going to talk about it tomorrow, we'll 
just let it go for this afternoon. You will cover it before we leave, 
sir ? 

Colonel Harvey. Yes, sir. 

Mr. Lanrarr. What is done by the Greek army in connection with 
the rehabilitation of old equipment ? 

Colonel Harvey. We have placed a base workshop in the Greek 
Army in which all equipment that is required for rehabilitation is 
run through that base workshop, stripped down, and reassembled. 
The Greek Army, in addition, has quite a number of obsolete cap- 
tured pieces of equipment that they are utilizing in their army. They 
have also quite a number of old British vehicles and weapons which 
were left here when the British were here. We are maintaining those 
by cannibalization and in those instances where we cannot supply 
spare parts; for instance, we have a British .303 rifle called a Mark 3 
and we cannot obtain parts for it, so those are being supported by 
cannibalization. The rest of them are being maintained by money 
allocated to the United Kingdom in which we put requisitions to 
them for spare parts to maintain that equipment. 


GREEK INDUSTRY CAPACITY FOR MILITARY EQUIPMENT 


Mr. Lantarr. Is there any industrial capacity in Greece to 
manufacture the spare parts for that type of equipment ? 

Colonel Harvey. In some cases, yes. We manufacture in the 301 
base workshop that I mentioned a moment ago—we manufacture 
quite a number of parts right in the machine shops in the Armed 
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Forces. They procure locally on the local market those emergency 
items as are available, but there is no efficient industry as such that 
manufactures all the spare parts that are required for this type of 
an operation. 

Mr. Lantarr. Has any thought been given by ECA toward devel- 
oping industry of that type in order to effectively utilize American 
funds to rehabilitate Greece rather than making purchases of such 
items of equipment from Great Britain and other countries? 

Colonel Harvey. I can answer that question, sir, by giving you an 
example of what we have done here in Greece. We work constantly 
every day in my section and the corresponding sections of the Air 
Force and Navy, and with ECA, going out into industry and actually 
finding these things that can be manufactured locally and taking 
them off our own military budget, whenever we can find them here and 
are certain that the items will be satisfactory. I can give you an 
example of that. We have not found too many in the spare parts 
field. We are working now, for instance, on the manufacture of 55- 
gallon drums. We found a plant that can manufacture them. They 
haven’t got quite the specifications we want yet, but they can put them 
out. Weare taking those off of United States procurement and putting 
them on local procurement. We saved $8,000,000 alone on the 1952 
program which is in Washington now on the manufacture of 7.92 
ammunition locally, and all the webbing equipment in the Army. 
$8,000,000 in one lump sum, which means that if we get the money 
we asked for in 1952, we will be able to equip the Greek Army with 
more artillery and things of that nature that she must have in order 
to be properly defended. 

Mr. Lantarr. How much money would you estimate has been ex- 
pended by the mission in purchasing spare parts and equipment? 
In countries other than the United States and Greece for the benefit 
of the Greek Army ? 

Colonel Harvey. Speaking of countries other than the United 
States, less than $2,000,000. 

Mr. LantarF. Is that all principally confined to purchases in Great 
Britain ? 

Colonel Harvey. Great Britain; yes, sir. 

Mr. Lanrarr. Who determines, in the Greek Army, when an item 
that we have furnished to them is surplus or has served its economic 
use ¢ 

Colonel Harvey. The United States mission. We send people out 
and actually inspect it. 

Mr. Lantarr. In other words, they cannot dispose of that equip- 
ment as surplus without approval of the mission ? 

Colonel Harvey. That is correct, sir. The Greek Army is very cog- 
nizant of the fact that they are here now only because United States 
aid gave them equipment. And they will not turn their hand to do 
anything that would be critical of our mission. 

Mr. LantaFr. Has the Greek Government disposed of any surplus 
United States military equipment ! 

Colonel Harvey. Since I’ve been here; to my knowledge, they have 
not, outside of 98 tons of copper which had been declared, which we 
had hoped would not leavethecountry. They require an export license 
in Greece to export anything. We sit on top of that. 
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Mr. Lantarr. What was the nature of that copper ? 

Colonel Harvey. Cartridge cases. 

Mr. Lantarr. And that is still here? 

Colonel Harvey. Yes, sir. 

Mr. LantaFrr. And what are the plans for its disposition ? 

Colonel Harvey. The plan for disposition at the moment is to use 
it as a stockpile for local industry. 

Mr. Lanrarr. Do they have local industry here that can use that? 

Colonel Harvey. Yes, sir. Local industrial requirements for copper 
is 2,000 tons a year, and cast-iron steel, about 60,000. 

Mr. Lantarr. General Hart, do the records of the mission indicate 
that at any time the Greek Government has disposed of any items of 
surplus a 

Major General Harr. I checked on that immediately upon my ar- 
rival here, and the report to me has been none. 

Mr. LantarF. The title to this property is vested in Greece, is it not? 

Major General Harr. That is correct. 

Mr. Lanrarr. So that in the event of any property being de- 
clared surplus or having served its economic usefulness and if approval 
of a sale were made, those funds would belong to the Greek Goverlt 
ment to use as they saw fit, would they not? 

Major General Harr. Colonel Harvey ? 

Colonel Harvey. The arrangement we have with the Greek Army 
at the present time is that they cannot dispose of any surplus regard- 
less of what they are; it’s an informal arrangement, unless they have 
our permission. Now, that is twofold. First, if it’s surplus serviceable 
equipment, it cannot be declared surplus until we have the necessary 
replacement equipment in here to take care of it. To date that has 
occurred on only a very few items, like some old Czechoslovakian 
antiaircraft guns, old light machine guns that cannot be supported. 
We even have those in the present Army, and support them by canni- 
balization. Scrap is a different subject. The Greek Government has 
a governmental agreement with the Italian Government. It is called 
a reparations agreement, in which Greece agreed to furnish over a 
certain period of time so much scrap steel, cast iron, copper, and other 
items. To meet that reparations agreement has taken all the scrap 
that they could get together, even from the Armed Forces, in order 
to meet her commitments. That will be taken up tomorrow at the 
joint meeting. 

BONNER AMENDMENT TO MDAP ACT 


Mr. Lantarr. Good. Chairman Bonner of this subcommittee has 
introduced an amendment to the Mutual Defense Assistance Pact 
which was passed during the past year, providing that before any of 
this property is disposed of by any foreign government, after it has 
served its economic usefulness, that it should first be offered back or 
tendered back to the United States Government for our own approval 
as to its disposition, which will put into law the informal program 
agreement that you apparently have here. A thought has been ex- 
pressed that, should any such property be sold with our approval, the 
funds derived from such sales of excess or surplus property should be 
considered as counterpart funds so that they will be expended with 
our control within the country. General, do you have any comment, 
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or do any of your staff have any comment on the advisability of such 
a ne eg being written into law? 

Major General Harr. Colonel Harvey, have you? 

Colonel Harvey. I think it would be a wonderful idea, personally. 
We have received no detailed information on the implementation of 
that section, 524 of the law. However, we have asked Washington 
for guidance and have received a reply stating that they were sending 
us information on a new draft regulation, special regulation, and also 
that the Munitions Board would submit us periodic lists on these ma- 
terials they want us to ship back to the States. I think anything else, 
like all this old German and old British equipment that’s left here, 
even though the equipment might be in serviceable condition, it could 
not be supported, and I think if that could be sold to anybody or traded 
to some other country that has a like amount of equipment in their 
own Army, that the funds going into the counterpart fund would 
certainly help Greece. 

Mr. Lanrarr. You say that there is a great deal of various types of 
equipment. I presume that an effort is being made by the mission to 
standardize the various types of equipment that they will have in their 
Army, so that ultimately we will have standardization, and inter- 
changeability with our own. 

Colonel Harvey. That is correct, sir. 


NEED FOR DESIGNS AND PLANS ON EQUIPMENT MANUFACTURE 


Mr. Lanrarr. In Turkey, General Arnold commented that it would 
be very helpful to his mission if at the same time the complete item 
was furnished to the mission that the plans and specifications for 
the various component parts be furnished so that efforts could be made 
to procure locally through the local economy those various component 
parts, thus saving the drain on our own critical supplies in the United 
States. General Arnold expressed the thought that it was very 
difficult to determine the exact specifications on all of the component 
parts and that he experienced considerable difficulty. I wonder if 
anyone of your staff has any comment on that particular phase of our 
study ? 

Major General Harr. Again, I think that Colonel Harvey can 
probably answer that, but I would wholeheartedly concur in General 
Arnold’s recommendation. I think it’s also applicable here equally 
as well. Do you have any experience with that, Colonel Harvey? 

Colonel Harvey. I think it would be most helpful in our program 
with ECA. It would help us actually to get the item that fit the speci- 
fications required. One of our most difficult points at the moment is 
when we go out and deal with those industries and they tell us they 
can make something and then you go out there and it is not the item 
that you want. However, there’s one particular phase of that type 
of program that affects Greece that might not be too favorable in that 
we have found that in cases—you see, Greece has very few raw ma- 
terials—most of them have to be imported into the country—we found, 
when we go out there and purchase these items that the prices are ex 
cessive. For instance, an item that might cost $28 or $26 in the United 
States will cost you $90 here, and that will be a problem because it 
will inflate the military budget. 
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Mr. Lantarr. Admiral, you commented that the Navy provides all 
medical support for the it er mission, for ECA, and the Embassy. 
Would you care to comment for us on how that operation has worked, 
because that’s the type of operation that this committee is very inter- 
ested in and very concerned with. 

Rear Admiral Guass. We think it has worked exceptionally well and 
at the risk of being a little boastful we are very proud of it. We find 
that our medical officers, too, are most pleased because they get a 
broader type of practice that way than they would otherwise. We 
have received a number of very fine comments from our local citizens 
here in the mission and from those officials who have visited and in- 
spected our installation. 

Mr. Lantarr. For the purpose of the record, General, I wonder if 
each one of your subordinate commanders—air, ground, and also the 
ECA—would care to make a comment for the record as to how that 
integrated system of medical supply and service has worked insofar 
as this mission is concerned. 

Major General Harr. Well, I’ll call on Colonel Stockton, my chief 
of staff, to make the comment for the Army. 


STATEMENT OF COL. ERNEST L. STOCKTON, CHIEF OF STAFF, 
JUSMAG 


Colonel Srocxron. With reference to the medical facilities provided 
by the Navy, it has worked exceptionally well. There’s been no ad- 
verse comment, whatsoever. There have been some cases, however, 
that have been transported out of there, but those are cases of children 
being born. They have no facilities for those at the present time. 


Consequently, those must all go to Germany. Other than that, it 
couldn't be better. 

Mr. Lantarr. You have found that the Navy has been able to sup- 
port you medically, even though you have missions in the field away 
from their home organization. 

Colonel Stockton. By all means. 

Mr. Lanrarr. What about the Air Force? 

Colonel Rippte. The Air Force has been exceptionally well satis- 
fied with the medical service given by the Navy mission—Navy section. 

Mr. LanraFr. And you have found that that service has not, al- 
though under the Navy, has not affected your operations in carrying 
out your mission in this particular area / 

Colonel Ripptz. None whatsoever. 

Major General Harr. I would like to call on Mr. Yost, who can 
speak for the State Department; we have no ECA representative at 
this meeting. 

Mr. Yost. I most heartily endorse, on behalf of the Embassy, what 
has been said by the military representatives. The Navy Medical 
Section is extremely useful to all of us. We particularly appreciate 
its support. 

UNIFICATION OF COMMON SERVICES 


Mr. Lantarr. General, that actually leads to one other question, 
and that is what other efforts have been made within the mission 
to provide for the furnishing of common supplies or common services 
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by one branch for all other branches? I’m just speaking of our own 
forces, not in relation to the Greek forces, as was brought out by Mr. 
Donohue. 

Major General Harr. In other words, our own administrative sup- 
port. 

Mr. Lantarr. That’s right. 

Major General Harr. Well, I will give that portion which I am 
aware of, and I am thinking of the commissary, which furnishes cer- 
tain supplies to all members of the State Department, ECA, Army, 
and Navy and Air Forces, the post exchange, the snack bar, and— 
Colonel Harvey, could you add anything to that list ? 

Colonel Harvey. The APO. 

Major General Harr. The APO, the Army postal office serves all 
the agencies. 

Mr. Lanrarr. What about class I quartermaster supplies? 

Major General Harr. Colonel Harvey? 

Colonel Harvey. Quartermaster supplies insofar as the enlisted 
personnel of the mission are concerned are requisitioned separately 
at the moment. The Air Force uniforms are different from the Army 
uniforms, and they are requisitioned through Air Force channels. 

Mr. Lantarr. Let’s say, for example, a set of drawers—underwear. 

Lieutenant Colonel Seaman. There is also a sales store here, a 
clothing sales store, which has that class of items available. 

Mr. Lanrarr. Now, suppose that the colonel needs for his airmen 
here, so many items of underclothes which are similar to those used 
by the Army. Do you each requisition those supplies through your 
own separate channels? 

Colonel Rippie. For the uniforms we draw upon 

Mr. Lantarr. We’re not speaking of—just common-use items— 
like soap, underwear, cooks’ and bakers’ uniforms, hammers, screw- 
drivers, and so forth. 

Colonel Riwpiz. We have no department for that. 

Mr. Lanrarr. Well, how do you get those supplies? 

Colonel Rippitx. We get them through an Army establishment 
called Unit Supply. 

Mr. Lantarr. What is that? 

Colonel Harvey. One centralized agency. 

Mr. Lanrarr. I want to know something about this centralized 
agency and how you procure common-use items for Army and Navy, 
and Air Force here? 

Colonel Harvey. We have what we call a “unit supply” in the 
mission. In that unit supply there is a sales section with those items 
which are required by law to be sold to the personnel of the mission. 
That is sold to any personnel that require it. The common items, 
such as stationery, soap, underwear, socks, and things of that nature 
are all requisitioned under one common requisition by this unit supply 
and furnished any one of the three services that want it, with one 
warehouse in one place. 

Mr. Lanrarr. With one set of stock-control records? 

Colonel Harvey. It’s all under the mission known as JUSMAG— 
the combined mission. 

Mr. Lantarr. Now, who defines what common-use articles are 
supplied through unit supply ? 
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Colonel Harvey. Well, it’s done more through tables of allowances 
that have been weighed and set up. We just requisition those items 
that are required. 

Mr. LantarFr. Do you requisition the Navy blue uniforms? 

Colonel Harvey. No, sir; that’s outside of the common field. And 
so is the Air Force. 

Mr. Lantarr. Any technical items that you might need within the 
Air Force and within the Navy would be requisitioned by yourselves 
through your own channels. Is that correct? And shipped to you 
separately ? 

Colonel Harvey. Yes, sir. 

Mr. Lantarr. Admiral Glass, what percentage of your supply is 
procured through Unit Supply and what percentage is procured 
‘through direct Navy channels ? 

Rear Admiral Guass. I'll have to ask Commander Varney, my sup- 
ply officer, if he can answer that. 


STATEMENT OF COMMANDER NEWELL F. VARNEY, SUPPLY 
OFFICER, JUSMAG 


Commander Varney. Of the so-called common use items, we draw 
those 100 percent from Unit Supply. On the items of personal use, 
such as uniforms, we draw through Navy supply. : 

Mr. Lantarr. What is the percentage of your total supply procure- 
ment that is obtained through Unit Supply? 

Commander Varney. Well, roughly it would run about 98 percent. 

Mr. Lantarr. Ninety-eight percent. And, Colonel Riddle, what 
is your percentage ? 

Colonel Rippte, I'll have to ask Major Yusievicz to answer that 
question. 


STATEMENT OF MAJ. JOHN J. YUSIEVICZ, SUPPLY OFFICER, 
JUSMAG 


Major Yustrvicz. We get our supplies from three different sources. 
The first source for office supplies and equipment, through a central- 
ized agency known as JAS. Sur second source of supply, for what is 
known as Army-purchased items, those we get from Unit Supply. 
Specialist’s clothing and individual line equipment we get from Air 
Force channels. 

Mr. Lanrarr. What percentage would you say you got from Unit 
Supply ? 

Major Yustevicz. I would say about 75 percent. 

Mr. Lanrarr. Admiral, with regard to the Navy, you said 98 per- 
cent. Now, how do you find the central Unit Supply works on fur- 
nishing common use items through one agency within the area or 
theater, as you might call it ? 

Rear Admiral Grass. We find it works very well. 

Colonel Rippix. I concur. 

Mr. Lantarr. That’s all for this time. 

(Whereupon the meeting recessed. ) 
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AFTERNOON SESSION 


The subcommittee resumed hearings at 2 p. m., Wednesday, Novem- 
ber 14, 1951. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. I had finished, but during the recess I asked the gen- 
eral and the admiral if they would volunteer two statements with 


reference to the matter which we had been discussing. 
* * * * * * * 


Mr. Bonner. Mr. Brownson, any questions? 

Mr. Lanrarr. The admiral has one more thing. 

Rear Admiral Guass. Admiral Glass. 

Mr. Bonner. Is this confidential ? 

Major General Harr. The joint agreement is classified. 

Mr. Bonner. On supplies? 

Major General Harr. The over-all joint agreement is classified. 

Mr. Bonner. On this matter—— 

Major General Harr. Any part thereof; yes, sir. 

Mr. Bonner. I'd like to have that on the record. 

Major General Harr. I’m correct on that; am I not? 

Colonel Harvey. The paper is classified; yes, sir. 

Mr. Bonner. As to the manner in which the Greek Army is being 
established, their supply system ? 

Major General Harr. The responsibilities insofar as the United 
States and 

Mr. Bonner. Admiral Glass, you have a statement ? 

Rear Admiral Guass. The Medical Department supports a dispen- 
sary in this building, and a 20-bed wing in a local hospital. Salaries 
of Greek personnel engaged j in this effort are paid by Joint Adminis- 
trative Services from counterpart funds, as well. Medical supplies 
are requisitioned by my senior medical oflicer on the various Navy 
sources of supply in the United States for those items which cannot 
be procured locally in Greece. Where those items can be procured 
locally in Greece, that method of procurement is used and some of them 
paid for by the JAS—Joint Administrative Services—out of available 
drachmae funds. Those medicines and supplies that have to come 
from the United States, are requisitioned by competent Navy sources. 
Distribution of cost on the respective agencies are borne by the respec- 
tive using agencies on a basis of per capita population. Does that 
answer your question ¢ 

Mr. Lantarr. That answers my question. 

Mr. Bonner. In connection with that, let me ask you, General Hart. 
Does the committee understand that your mission and that of Turkey 
differ in that as Chief of JUSMAG you also head the army section! 
In Turkey, testimony developed that General Arnold occupied the 
position of coordination and direction over the army, navy, and air 
forces. Now, what advantage does your organization offer over that 
of Turkey? 

Major General Harr. Sir, I am unable, in that I’ve not had the ex- 
perience in both assignments. Your first statement, insofar as my 
assignment here is concerned, I am head of the joint mission and also 
head of the army section, 

Mr. Bonner. You are the commander of the entire mission? 
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Major General Harr. That’s right. 

Mr. Bonner. And I want to ask one more question in connection 
with that. In organizing the Greek Army, now are you organizing the 
Greek Army with one supply system, two supply systems, or three 
supply systems ? I 

Colonel Harvey. Three supply systems, sir. Army, navy, and air 
force. 

UNIFICATION OF SUPPLY 


Mr. Bonner. Well, this subcommittee is tremendously interested 
in that because we wrote the reorganization bill — that we'd 
bring about some economy in the national defense. We had dupli 
cation in the Army and Navy before the Reorganization Act, and 
now we’re finding in the services triplication. Not only have we a 
supply system in the Army and the Navy, but we're developing one 
in the Air Force. Now, we’re going to wind up in these foreign fields 
with a triplified waste instead of a duplicated waste. We have waste in 
the Army; we have waste in the Navy. I mean by that material 
stored in depots. Now, we’re going to have an additional bunch of 
material left behind for the Air Force, and it does seem that if we’re 
out here trying to economize and we’re pouring money into this Greek 
Army, anybody knows there is no reason to Cire the three different 
services buying underwear or buying towels or buying common-use 
items. If we’re going to try to do something here, we’d better try to 
do something for economy and leave these people an economical oper- 
ating armed service instead of a wasteful armed service. This sub- 
committee is vitally interested in that. We've got to have some 
economy. This thing can’t goon. Talking about the Greek budget, 
why we're budgeting six-sevenths of our budget for the national 
defense. That’s why this subcommittee wants to bring this word 
to you gentlemen. Something has to be done. Now, what’s your 
opinion, General, as commander in chief, about this? Can’t you 
organize support and have one supply system for all the armed services 
and have just as effective striking force ¢ 

Major General Harr. In answer to that, sir, I will say—insofar as 
our local requirements out here are concerned—you’re speaking now 
of the Greek forees—— 

Mr. Bonner. I’m speaking of the over-all picture. What’s your 
opinion about unification in supply matters? 


NEED FOR UNIFICATION OF COMMON-USE ITEMS 


Major General Harr. Well, I think that we certainly should strive 
to consolidate to have unification instead of triplification or duplica- 
tion and my understanding of this joint headquarters here insofar 
as Common-use items is concerned is that we do have that, but on 
items which are peculiar to the Navy, to the Air, or to the Army, sup- 
ply requirements have to be initiated through the same system that 
we operate with our own Armed Forces; that is, our own—our United 
States forces here. Now, insofar as the Greek supply organizatior 
is concerned, I am surprised to hear you say—I must admit, that we 
do have three separate—I thought they were operating more or less 
as we had hoped to operate in our Armed Forces. 
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Colonel Harvey. I’d like to explain 

Mr. Bonner. Down in Turkey, this is being done. What we'd hoped 

to see is being done in Turkey under General Arnold. They are 

building up one supply system for the Turkish Army, for the Air 

Force, and for the Navy. We had hoped to find it here, but from this 

conversation in this conference, why, I see that the triplication is going 
to be carried on here in lieu of duplication. 

Colonel Harvey. Well, may I answer your question, sir. Colonel 
Harvey speaking. We have as far—this is what we’ve done in the wa 
of centralized procurement, storage, issue, et cetera in the Gree 
Armed Forces—I mean, Army, Navy, and Air Force. All food items 
for all three services are commonly stored by the Army and issued 
to—they’re procured, stored, and issued by the Army to the other two 
services. All POL products are centralized procurement from the 
Greek State procurement agency. Centralized. That is issued out 
to these three services when they need them. All the cloth required 
to manufacture the uniforms for the Army and the Air Force are 
procured under one common contract: and the finished uniforms are 
manufactured in the Army clothing factory for the Army and Air 
Force. They do not have the facilities to manufacture the Navy 
uniforms. 

Mr. Bonner. Do you think it can be done? 

Colonel Harvey. If we can get them, then it will be done, sir. All 
blankets are centrally procured. In fact, we are actually doing what 
you suggest, but we do not do it sir, on the storage and distribution 
side. It’s only on the common procurement side. The storage and 
distribution has to fit the tactical deployment of the unit, so that has 
not been done. 

Mr. Bonner. And, of course, we understand that there are certain 
technical items which the three services have to handle themselves. 

Colonel Harvey. That’s correct, sir. I had intended to explain this 
tomorrow, sir 

Mr. Bonner. Well, I want to get it on the record here, so I com- 
pliment you that you are driving at a unified command in the Greek 
Army, which we are having difficulty in bringing to pass: in the 
States. Mr. Brownson. 

Mr. Brownson. Colonel, in that connection, we’re running into the 
same situation there that we ran into in the States, and encountered in 
Japan. We talked about centralized procurement and everybody 
seemed to like that, but the minute we discussed centralized distribu- 
tion which uses as much manpower and which fills the pipeline, we 
meet with resistance. We always get this individual tactical concept 
argument. Now, frankly, we have yet to hear arguments that justify 
that on common-use items. We feel that a typewriter is a typewriter, 
that clothing is clothing. We find in Korea, for instance, where 
the air forces are in the same uniform as the Army at the present 
time—they’re all in this khaki field uniform—that the Quartermaster 
is doing a good job as far as we can see supplying all three. We did, 
frankly, have some conversation with the air forces which indicated 
they would like to have their food brought ovt to them instead of hav- 
ing to take trucks and come back, but when we examined that situation 

carefully, it seemed to us that their problem was the apparent lack of 
Quartermaster truck companies to serve them. 
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Our concept has been that the main function of the fighting forces is 
to fight, and the more services that can be performed for them, the 
better off they are. In that concept it worries us a little bit when you 
say that in the Greek Army this centralization breaks down right after 
procurement. We have a sister subcommittee, the Hardy subcom- 
mittee, of the Committee on Expenditures in the Executive Depart- 
ments, which has been interested in procurement. We’re interested in 
centralized procurement and distribution. We’ve studied this prob- 
lem in the United States. We’ve seen one service send all over the 
United States for supplies that existed within a sister service within a 
few miles of that point. That’s why I would like to know how far 
you’ve gone toward getting your distribution, for instance, which can 
be the most wasteful part of all, unified in the Greek Army. Now, 
when we take this clothing that is centrally procured—do the Greek 
Army and the Greek Air Force wear the same uniform ¢ 

Colonel Harvey. No, sir. 

Mr. Brownson. They don’t. So, the outside uniform is not a 
common-use item. Does the Greek Air Force have to draw its uni- 
forms from the Air Force supply or does the Greek Army Quarter- 
master, a similar unit, bring that outer uniform forward with the 
other clothing? 

Colonel Harvey. In the case of the uniform, sir, they draw through 
the air force supply. 

Mr. Brownson. In other words, the outer uniform enters the third 
or air force pipeline just the minute it is made. 

Colonel Harvey. That’s correct. 

Mr. Brownson. Do they use the same underwear in the air force, 
the army, the navy in the Greek services? 

Colonel Harvey. I believe that it’s a common contract that they are 
procuring under at the moment. Yes, sir. 

Mr. Brownson. We’ve got three different pipelines filled with 
underwear trying to get this man some clothing ? , 

Colonel Harvey. That’s correct, sir. 

Mr. Brownson. Now, do you see why that worries us? At the end of 
World War II, there was more of your money—and it’s as much your 
money as it is ours—more of your money in the pipeline to support 
those operations than was consumed during the entire war. Then, 
we only had two pipelines. Now, if we’re going to get three pipe- 
lines, and we’re going to build a third pipeline in each of these other 
governments with whom we’re cooperating, we're going to have helped 
create a very expensive and over-lapping organization at the primary 
expense of the American taxpayer. 

Mr. Bonner. Well, if I may interject here—they are working to- 
ward one unified supply system in the Turkish Army. 

Mr. Brownson. That’s right. 

Mr. Bonner. Under General Arnold. They have undertaken to 
build a unified supply system. Now, we’re wondering why it can’t be 
built up while we are developing the Greek Army. 

Colonel Harvey. I don’t see any reason, personally, why it can’t 
be built up. Ithinkitcan. It has in some respects—— 

Mr. Bonner. Well, Colonel, I’d like to ask you—it would save 
money, wouldn’t it? 

Colonel Harvey. Yes, sir. 

Mr. Bonner. And that’s what this subcommittee’s here for. 
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Colonel Harvey. That’s what we’re here for, too. 
Mr. Bonner. To see if we can’t find a way to save money. We just 
can’t keep on spending this money around the world. It’s unneces- 
sary. If it’s necessary, of course, we want to do it in an effort for 
peace and harmony in the world. Where you admit it’s unnecessary, 
we don’t want it done. The technical items we have no argument over. 
General Hart is a great Artillery officer. We have no argument 
against any Artillery officer, on any technical items. 

Mr. Brownson. But when we get to underwear, typewriters, car. 
bon paper, and soap, and the tremendous tonnage that moves throug): 
those charinels, we can’t see where it makes any difference where it 
comes from, as long as the using unit finally gets it where it is needed. 

Mr. Dononvr. May I interrupt for a question? What about this 
agreement that you have spoken of? An agreement which has re- 
sulted in the Greek Army adopting the British system of supply ! 
Would that interfere with the alteration of plans that has just 
been suggested by the chairman and Mr. Brownson ? 


IMPETUS FOR GREEK ARMY UNIFICATION 






Maj. General Harr. Sir, I'll start off, and would like then to turn 
it over to Colonel Harvey, who can explain that more in detail. I 
would like to insert this, Mr. Chairman. Shortly after my arrival 
a little over a week ago, I called on the Minister of Defense, Sakel- 
larion, and during our meeting he put considerable emphasis on his 
desire to unify the Greek armed forces to even a greater degree than 
they have been unified already, and he called upon me to offer all the 
assistance that I possibly could give him in so doing, and I told him 
that I would certainly push it to the hilt if he intended to do so, and 
in line with this instruction I think that is one of the first things that 
we can work on. 

Mr. Bonner. Well, I think you'll find that you'll be generally com- 
plimented and your efforts will be appreciated. You could build 
up this defense without jeopardizing it at all, in the line we discussed 
because from our recent visit to Turkey, we find it is effectively being 
done there. It is setting a fine example to the leadership of the 
national defense at home. 

Maj. General Harr. Mr. Bonner, sir, may I have Colonel Holst 
answer this, in reference to Mr. Donohue’s question ? 


STATEMENT OF COL. JOHN J. HOLST, PLANNING SECTION, JUSMAG 


Colonel Horst. I am Colonel Holst of the Planning Section. I 
might point out that originally we had a considerable time getting 
the Greeks to accept the national defense staff, and about 13 months 
ago we convinced them that by having a national defense staff, coordi- 
nating the three services, they could save money and carry out their 
jobs better. They eventually did get that, and I think that it is a 
stronger * * * Since then all the things Colonel Harvey has 
pointed out have come to pass. It was a slow and gradual process. 
and I believe ultimately we'll have all the things the chairman desires 
in the Greek armed forces. We do have an agreement with the British 
mission here, in which they have certain responsibilities, and we have 
certain responsibilities. 
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Mr. Dononvur. Well, how much money are they paying ? 

Colonel Hoxsr. Nothing. 

Mr. Bonner. Then, we are policing this dollar business that’s 
coming in here. If we are going to pour the money around here and 
let somebody else direct the thing, w hy we're just playing kit-kat. 

Colonel Horst. As you know, Mr. Chairman, the British were here 
for a considerable number of years, and have trained 

Mr. Bonner. If it weren't for us, they wouldn’t be where they are 
today, either. 

Colonel Horst. That’s right. 

Mr. Bonner. Well, we'd just as well lay it on the carpet. This 
committee is dedicated to try to bring about some economy in the 
national defense and not to impair the national defense. We don’t 
desire to impair it one iota. 

Mr. Dononve. I'd like to ask Mr. Yost if this would be possible, and 
I know it isa difficult job. Frankly, we find it very difficult to follow 
the different strands that go to make up the financial aid that has gone 
into Greece, both military and civilian. I mean, the ECA, the mili- 

tary, the whole thing is interwoven so in such a complex fashion that 
it is extremely difficult to figure out. I wonder if there would be any 
chance if you have available, or if you could have available for us be- 
fore we leave, a very brief and simple outline of the interrelation of 
these activities over the period of aid that we have been helping Greece 
since the war. 

Mr. Yosr. We have all that material, and will see that you get it. 

Mr. Dononur. And I mean on a large scale. * * * we wanted 
to get the interrelation ‘the way these funds are being used, and the 
way counterpart funds are being developed. Because I'll tell you 
frankly, when we vote for these military appropriations, gentlemen, 
we're signing the biggest government check in history, and relying on 
you gentlemen with a great deal of confidence in you to make those 
funds worth something. Because for security reasons as to the mere 
mass of detail alone it is impossible for a Congressman to know what 
is in a $57,000,000,000 fund check. We do have a lot of confidence in 
the armed services, but we would like to be able to take up a few of 
these questions and if you could have that tomorrow morning, it would 
help us a great deal. Now. I would like to ask further. Someone has 
testified that they had saved $8,000,000 in one lump sum on the manu- 
facturer of 7.92 ammunition. There is also ammunition manufacture 
going on in Turkey. I wondered if you have a coordinating factor 
with General Arnold’s command so that the two of you can supple- 
ment each other’s effort in this local manufacture. Rather than, for 
instance, setting up a 7.92 factory in both Turkey and Greece, you 
could set up one in Greece, and he could set up something different in 
Turkey, and you could get an interrelation. Is there a coordinating 
point there, Colonel ? 

Colonel Harvey. Colonel Harvey {fernnne: We have taken up 
the subject with Turkey, sir. * * 

Mr. Dononvr. Well, I only use that: as an illustration. 


* * * * * * * 


Mr. Dononver. But you do have an interchange of technical infor- 
mation, which 
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Colonel Harvey. Yes. 

Mr. Dononve. With Turkey, and all that. 

Colonel Harvey. Yes, sir. 

Mr. Dononve. I'd like to ask Colonel Seaman a question. Colonel 
Seaman in speaking on G-2 matters mentioned the fact that some 
nations which I won’t name for the record here were using vehicles 
of American manufacture. I wondered if the colonel knows at all 
what the source and origin of those vehicles was. 

Lieutenant Colonel Seaman. Sir, during the war—Colonel Sea- 
man—during the war we supplied vehicles to the Soviet * * * 
against the common enemy, Germany. Those vehicles remained in 
Soviet Russia and Soviet Russia has been supplying her satellites with 
them. Those vehicles have been in there. There are also other vehicles 
which could have come in through commercial means, and they are still 
in use. They may be 20 years old, as you will notice on the roads in 
Athens. 

Mr. Donouvr. The reason I asked that is we heard testimony there 
was a group of international armament people operating by the name 
of Trucks & Spares of Germany; that’s the Dawson syndicate; Daw- 
son is a British subject. And one piece of testimony which we have 
not investigated thoroughly, which has not been evaluated, indicated 
that it was the practice of that syndicate to get together with the pur- 
chasing mission of various friendly countries to whom surplus was 
being made available on a token-payment basis, and give them lists 
of the surplus that the syndicate could use. In the United States, 
it seems that the United States would virtually give the surplus to 
these countries, and the syndicate would take it, reimbursing the pur- 
chasing individuals quite handsomely for their services. That’s one 
reason why, when we hear of American vehicles moving behind the 
iron curtain, we’re very interested to know that. We're also interested 
in knowing how many of the scrap vehicles that were purchased by 
private sources on the islands before the roll-back program became 
active, have been repaired and have found their way into enemy hands. 
Do you have any indications that these vehicles include either one of 
these two categories? 

Colonel Sraman. No, sir. We have no indication of that. 







BRITISH VESSELS LOANED TO GREECE 


Mr. Dononver. Thank you very much, Colonel. I'd like to ask Ad- 
miral Glass a question, if I may. You spoke of British vessels which 
have been loaned to Greece, the title of which remains in the hands 
of Greece—oh, wait a minute—in the hands of the British. That’s 
right. Now you didn’t seem to like that idea, but I must admit that 
idea sounded like it had some merit init. I can realize how a mission 
aiding the economy and defense of a country becomes especially 
interested in the economy and defense of the country in which it is 
working. But that plan frankly seemed to me to have a lot of value 
insofar as the ultimate reclaim of some of the salvage and insofar 
as the general supervision of custodianship of large pieces of equip- 
ment are concerned. Would you care to discuss your viewpoint on 
that, Admiral ? 
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Rear Admiral Grass. I think it depends, Mr. Congressman, what 
point of view you are interested in. We in the military mission must 
be interested in the essential and active strength and the potential mo- 
bilization strength of the Greek Navy. Now it is conceivable where 
the vessels are on a loan basis, and it is included in the mobilization 
plans—and from a military point.of view it is a necessity for develop- 
ing maximum effectiveness of that plan—it is conceivable under a loan 
basis that the loan can be revoked and the vessels can be recalled. 

Mr. Dononveg. Of course, actually with the military and political 
situation and the alliances of the world the way they are, that would 
be a seemingly improbable thing because the nation that loaned that 
equipment is interested in keeping these defense lines as tight as 
anybody else. 

Rear Admiral Guass. But it is not inconceivable because it has just 
been done here in the case of some vessels that we were counting on as 
mobilization defenses. 

Mr. Dononvr. They’ve withdrawn some from the fleet ? 

Rear Admiral Grass. That’s correct. 

Mr. Warp. Are the American vessels which are in the Greek Fleet 
at the present time, kept in good shape? We had some reports, 
frankly, that some of the Korean vessels, vessels which we had fur- 
nished to Korea, came back and were checked over by the American 
sources, and found that the radar equipment, the electronic equipment, 
things of that sort, through neglect pilferage or sabotage, is practically 
nonexistent, and those vessels had to be largely refitted before they be- 
came usable again. Has anything like that happened to the vessels 
here ? 

Rear Admiral Giass. No. None. Not—I don’t think so. We send 
inspection teams * * * tothe Greek vessels. * * * We havea 
chance in these liaison teams and then we get a few of ‘our own sea- 
going personnel from the Sixth Fleet, of going over all these points. 
Now, obviously the Greek sailors aren’t as proficient in technical and 
electronic equipment as our people are. Because the Greek youth 
had no schooling in Greece between 1940 and 1945 and 1946. There 
were 6 years there with no basic education, so that they’re not as up to 
date electronically and technically as most European countries are. 
But that is one of our affairs, to increase that efficiency. 

Mr. Brownson. Well, Admiral, would you say, would you care to 
comment on the policy now, forgetting the British Government in the 
ways where the policy of the American Government might loan ves- 
sels to the NATO aid nations, rather than granting title outright: 
what you think the effect of that would be on a group of large craft? 

Rear Admiral Grass. I haven’t given that previous thought. 

Mr. Brownson. Tell you why I ask. In talking with the executive 
secretary of our iron and steel scrap industry just before I left the 
States, he used a phrase that I though was very good. He said “we’ve 
taken the Mesabi Range, and stretched it 1-inch deep around the 
world.” That’s a very, very critical problem. Their stuff keeps going 
out, going out, going out, and then it gets out. Some of it has to 
be used to buoy economy of the local nations. We were just talking 
about copper. * * * Once this stuff gets out, it is extremely diffi- 
cult to ever shepherd it back home again if the title passes. And 
that’s why we ask those questions. Would you care to consider that 
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and give us a recommendation for the record at a later date and send 
that in to the committee in Washington? You’ve been so close to the 
problem that I value your recommendations very highly. 

Rear Admiral Guass. Thank you. 

Mr. Bonner. In further development of the record—why is an 
ineffective and old-vintage ship sure to be used here in the Greek 
Navy that can’t be of any war service? 

Rear Admiral Guass. There must be—there’s a great deal of tradi- 
tion in back of the old naval officer. We had hoped that the Italian 
cruiser would replace it as administrative flagship of the commander 
in chief of the fleet. The vessel itself has—is of no particular military 
value. It is in reality a floating barracks to accommodate the staff of 
the Greek Fleet. ° 

Mr. Bonner. You mean it’s mobile. 

Rear Admiral Guass. No, sir. It’s not mobile at all. It’s merely a 
hulk. 

Mr. Brownson. Now, in connection with the scrap, Colonel, if I 
may ask you a little more about that. You were talking, and I’m ad- 
dressing Colonel Harvey. I think we would want to develop that 
point. You talked about a Greek-Italian reparation agreement on 
scrap. Could you outline that agreement for us briefly ? 

Colonel Harvey. That is a governmental agreement sir, with which 
IT am not familiar. ECA and the Embasy could tell you all about it, 
and it will be up for entire discussion tomorrow. 

Mr. Meaper. Mr. Yost, will you make sure that we go into that in 
some detail, because that’s the type of thing that we are extremely 
interested in. I'd like to ask General Hart if he would ask his—such 
members of his staff as he thinks would be appropriate to answer this 
question. And that is, in complete connection with the recovery of 
scrap generated by MDAP supplies from the United States appro- 
priated funds, how much more implementation and direction does 
your staff need from Washington in order to proceed? In other words, 
we’ve written the basic law. Now you told us that no interpretation 
at all has come down; that is, no directives have come down concern- 
ing the Bonner amendment, which is what we call it, because our chair- 
man here put that amendment into the MDAP program. What do 
you need to know in order to effectually inaugurate the program at 
this level ? 

Major General Harr. Colonel Harvey, will you answer that? 

Colonel Harvey. Sir, we would like to know the different classifica- 
tions of scrap that they would desire of the United States. There are 
some things like, for instance, maybe they would not want rags; maybe 
they wouldnt want old webbing equipment; maybe they wouldn't 
want worn-out horseshoes, I don’t know. Horseshoes, nails, buttons 
off of clothes, things of that nature. We would like to have a list of 
materials that they would actually want us to ship back. We would 
also—maybe they would not want an old obsolete Czechoslovakian 
gun, which is surplus, for instance, under Public Law 75 here, which 
the law does not clear; we would assume that all material furnished to 
Greece under Public Law 75 is the same as MDAP and that anything 
that United States dollars were used for we should recapture. So we 
want to know about them under Public Law 75. We would like to 
known also about some of this captured foreign equipment. We have 
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taken care of this end of it by freezing that stuff. All we want is a 
little guidance. 

Mr. Meaper. Thank you very much. That’s all I have, Mr. Chair- 
man. 

Mr. Dorn. Mr. Chairman, this is Mr. Dorn. * * * This snb- 
committee is very much interested, and I know the Congress and the 
people are, in this Yugoslavian situation. Apparently you omitted 
Yugoslavia for some reason or other. We would like to ‘know if the 
apparent relation between Greece and Yugoslavia is improving or-—1s 
that your opinion, or of the people here in the field? 

Lieutenant Colonel Seaman. Yes, sir. Definitely, the situation is 
improving. Yugoslavia and Greece have resumed full diplomatic 
relations, and it will be better. * * * 


* * * * * * ca 


Mr. Dorn. Thank you. Mr. Yost, I wanted to ask you just one or 

two brief questions. It is our understanding, that is, we hear this, 
in the United States we hear this, and all the way around the wor id. 
and if it is true we would like to know it, and if it isn’t true we would 
lika to know it. We have found in other countries that have been re- 
cipients of United States aid; that is this: That the wealthy classes 
are growing richer under this aid program, and the poor people are 
about the same or maybe worse. And we also understand, that is 1 
have heard, that there in Greece we have quite a few easily wealthy 
people, some of whom have grown wealthy during the aid program, 
and also who are building up fortunes outside of Greece, in the 
United States and other places. A nation like this, being a recipient 
of United States aid, we would like to know what rec ‘ommendations 
you or your mission here are making to the Greek Government along 
that line, or is there any indication here of such condition? We'd 
just like to know. 

Mr. Yost. That has been a matter of very great concern of our 
economic mission here. They have concentrated on meeting the essen- 
tial needs of the average man. For instance, they have introduced a 
broad rationing here of the seven most essential foodstuffs which the 
average Greek consumes, and have arranged to supply those through 
this rationing program at fixed prices within the means of the average 
consumer, so that his essential needs are covered. In addition, there 
has been a great deal of work done to improve the conditions of the 
farmer, who makes up a great bulk of class, but there is, of course, a 
small wealthy class. This taxation program which we mentioned 
earlier, and which the ECA people can explain more fully tomorrow, 
has been directed, in a large part, to stop up any abnormal profits that 
might have made, partially as a result of our aid in the recovery 
program. I can’t say that that has been 100 percent effective; it 
never has, but it has been effective to a considerable degree. 

Mr. Dorn. You mentioned earlier that for a time it was difficult to 
collect even the income tax levied by the Greek Government. Now in 
America we have plenty of businessmen who are paying 90 percent of 
their income in income taxes. It looks to me that certainly should be 
checked up on here in Greece. 

Mr. Yost. It is being very drastically checked up on and has been 
for some time. It is a tradition of over a hundred years here, people 
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getting out of taxes and it’s a slow process to correct that, but it is being 
worked on very vigorously. 

Mr. Dorn. And in your agricultural program and things of that 
nature. You are encouraging the people—you mentioned seven items 
that have been rationed. You, of course, are encouraging these people 
to become self-sustaining in these. 

Mr. Yost. Very definitely. Great progress is being made on that. 
Wheat production is increasing considerably and cotton production. 
They are almost self-sufficient in rice now, which was a very small item 
before; that’s definitely the objective here. We're still a long ways 
from it. 

Mr. Dorn. The conditions which caused many Greeks in 1946, 1947, 
and 1948 to become Communist and engage in guerrilla activities 
against the Government—such economic conditions which would cause 
that, in your opinion, are being alleviated. 

Mr. Yost. They are being alleviated; yes, sir. It is still a long road 
to go, but progress is being made on it. 

Mr. Dorn. This one point has been called to my attention here which 
impressed us in Manila. The ECA representatives there finally got 
an agreement out of the Philippine Government to balance their budget 
before any further aid would be extended, and you might give some 
thought to that. 

Mr. Yost. Well, that has certainly been the ECA mission’s objective. 
It hasn’t been possible to reach it yet, and that of course is due to, in 
a considerable measure, the very heavy military expenditures which 
we of course encourage them to continue. 

Mr. Dorn. Thank you very much. That’s all, Mr. Chairman. 

Mr. Bonner. Mr. Meader? 

Mr. Mreaper. I would like to ask Mr. Yost if I got the correct im- 
pression that the aid to Greece must proceed at about the present 
rate as long as we want to maintain the defense of Greece. 

Mr. Yost. Not at its present level, necessarily, sir. We are trying 
to, by various means by which we just mentioned, to make a gradual in- 
crease in their own production of foodstuffs, to decrease the amount 
of imports required. Similarly, on the military side, as these gentle- 
men referred by building up local production of some of these mili- 
tary items, they have been able to reduce our military assistance. 

% * + * * * * 

Mr. Meaprr. Mr. Yost, we are not in this aid program doing as we 
did in lend-lease during the war—namely retaining titles to the equip- 
ment we furnish. Do you think it would have been advantageous 
to the United States if we had retained the titles as Admiral Glass 
called attention to the fact that the British had in the naval field? 

Mr. Yost. You're speaking of military equipment, primarily, or-—— 

Mr. Mraper. Well, I was thinking now in terms of military equip- 
ment. 

Mr. Yost. Well, my feeling about that is very much like Admiral 
Glass’ was in that it is something that I hadn’t considered and thought 
about, and should really like a chance to examine before giving an 
opinion. 

Mr. Meaper. I would appreciate it if you would list the advantages 
and disadvantages of retention of title to equipment furnished our 
allies. I visualize, while this program is so far along that it is im- 
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possible to change it now, there _ in the future be similar programs 
and we might very well consider whether or not the lend-lease type of 
operation is to our advantage or the outright final gift? I think 
the bargaining position of the United States, and we must depend on 
bargaining rather than issuing commands, is much stronger where 
the title remains in our hands. It also protects to some degree against 
a change in policy in the governmental agencies, and also when the 
surplus has been declared, the benefit of that equipment, either for 
salvage value to be returned to the United States Treasury, or to be 
used elsewhere, it seems to me is something that we ought to control, 
rather than furnish equipment which the recipient declares surplus 
and then converts to currency for its own uses outside the purpose of 
the money that we give them. I would like to see those advantages 
and disadvantages listed, because I think it’s a basic question in the 
aid program. 

Mr. Yost. We’ll be very happy to do that. We'll get together with 
our military group. 

Mr. Meaper. I also want it for the record on this military budget, 
as I understand it, for 1951, the * * * military expenditures, 
representing 44 percent of the Greek budget, do not include the direct 
military aid furnished from the United States, * * * but it does 
include counterpart funds generated from economic aid we furnish 
the Greek Government which was turned over to the Greek Gov- 
ernment. * * * 

Lieutenant Colonel Doran. That is for the total national budg- 


et * * * 


Mr. Mraper. In other words, you say that it’s only that proportion 
of the military part of the budget that should be considered as being 


derived from counterpart funds, or should the whole * * * of 
counterpart funds be considered a part of the military part of the 
budget ¢ 

Srribanend Colonel Doran. Well, the proportionate share of that is 
by counterpart funds. 

Mr. Meapver. That’s all. I just wanted to be sure of that sum. 

Mr. Bonner. Well, then, 1f that is correct, then, the figures are 
wrong ? 

Mr. Mraper. Well, I think the figures somewhere should recognize 
so that we have a clear record, that out of the total $433,000,000, 
$85,000,000 was originally United States contribution. 

Lieutenant Colonel Doran. Of the military now, you’re talking? 

Mr. Mraper. No. Of the $433,000,000 total budget of 1951, $85,000,- 
000 of that $483,000,000 was derived from counterpart funds, which 
in turn are derived from United States economic aid. Well, what is 
the figure for 1952? 

Lieutenant Colonel Doran. The 1952 estimate is 1,200,000,000, 
which is $80,000,000. 

Mr. Meaper. I would like to ask Colonel Harvey whether or not 
any of your military equipment has been received from surpluses of 
the United States Forces in Europe or elsewhere, or do they represent 
all new purchases from the United States? 

Colonel Harvey. All of our vehicles we have received to date in 
Greece, with the exception of some commercial type %4-tons, made 
by Willys Knight, and some 114-ton commercial trucks—all other 
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vehicles have been rehabilitated vehicles from our own services, most- 
ly in the United States, brought from base workshops there and 
furnished through MDAP. We have had those two 4-ton and 114-ton 
commercial type vehicles which we have accepted because we could 
pet nothing else. Most of the weapons that we have received—we 

iave received some 1,903 rifles, only a very small proportion of 
M1’s—all the rest have been British rifles. We have received very 
little artillery from new procurement. Most of them are from 
stocks. * * * The attitude taken in Greece that : anything surplus 
in the United States to their requirements, whether it’s obsolete or 
not, that it will take it over here and integrate it into the Greek Army 
in order to utilize it the best. 

Mr. Meaper. Do you know whether the Greek Government itself 
has purchased any military equipment or any other equipment from 
speculators in surplus property or the Dawson interests, as Mr. Brown- 
son referred to, or other surplus property of that kind? 

Colonel Harvey. Colonel Harvey speaking. To my knowledge, 
they have not, sir. The only procurement of any military item that 
I know of, was 7.92 ammunition several years ago. That was pur- 
chased in Belgium on agreement bet ween the two governments. This 
happened during the guerrilla warfare. ‘That’s the only one that 
I know of. I’m sure that if there had been any, we’d know about it. 
We have pr etty good relations with the supply people in the Greek 
Atay Ff * 

Mr. Meaper. This British equipment which you referred to, Colone| 
Harvey, was that bought out of United States funds from the British / 

Colonel Harvey. Sir, I can’t answer that question properly. I'll 
have to explain the situation. We will have to surmise that it was 
not. The British were here in 1946 and when we took over their 

responsibilities in 1947, they left here quite a bit of British equipment. 
Some of that equipment, I understand, I do not know definitely, some 
of that equipment they had traded to "the Greek Government, which: 
took over in entirety. Whether that’s true or not, I do not know. 
That’s a rumor. Some of it was sold to the Greek Government. In 
one instance, I think there were two tugs that were left here in which 
United States dollars were expended. I believe the record will show 
that approximately $80,000,000 of United States were spent for some 
British equipment during that period. Whether it was to help fight 
against the Communist guerrillas, or what, I cannot tell you, because 
it isn’t shown on the record. 

Mr. Meaper. That’s all. 

Mr. Bonner. General Hart, in your enumeration of the strength of 
your mission, you did not include Greek citizens that may be employed 
by the mission, or American civilians. 

Major General Harr. No, sir. 

Mr. Bonner. Well, what are those figures? 

Major General Harr. Apparently, the American civilians total 22. 
There are some Greek nationals employed by the Joint Administrative 
Services as car drivers, and various and sundry 

Mr. Bonner. Do you have the figures on the number that you have 
under your mission ¢ 
Major General Harr. Just the 22 Americans, plus some Greeks. 
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Mr. Bonner. How many Greeks? 

Major General Harr. Mr. Chairman, I can get that figure for you. 

Mr. Bonner. Well, approximately what is it? Are there any other 
nationals ¢ : 

Major General Harr. The only ones, sir, are 191 Greek nationals 
and 22 American civilians. (Nore.—The figure on Greek nationals is 
a corrected one from that given during the conference. ) 

Mr. Bonner. Mr. Donohue has a question. 

Mr. Dononur. I would like to inquire—what is the amount in the 
counterpart fund at the present time ¢ 

Mr. Bonner. That will come under the ECA briefing tomorrow. 

# * ae x * * x 


Mr. Dononve. I would like to also address a question to Colonel 
Seaman. When we were here 2 years ago, the great issue existing 
between the Greeks and the Yugoslavians was the kidnaping of Greek 
children and bringing them over to Yugoslavia and refusing to return 
them to their Greek parents and their Greek homes. Would you care 
to clear that situation up for us now by telling us whether or not the 
Yugoslavians are returning those children to their Greek homes and 
their parents. 

Lieutenant Colonel Seaman. They have returned some children, 
but in the course of relations between the two countries, the Yugo- 
slavians have required that the Greek parents actually be in Greece 
and until the Greek governmental authorities have enough evidence 
for the Yugoslav Government, they will not return many more. They 
have returned approximately 500. 

Mr. Dononvr. Out of a possible—out of what number ? 

Lieutenant Colonel Seaman. I can’t answer that question, sir, be- 
cause the children have been sent to all of the three countries that were 
behind the curtain during the guerrilla fighting. The Greeks claim 
22,000. How many are there, we don’t know. 

Mr. Yost. Mr. Chairman, I’d like to say a word on that. Yost 
speaking. In general, progress is being made—the children are being 
returned. By no means as swiftly and completely as the Greeks would 
like, but nevertheless under the supervision of the International Red 
Cross the program is going forward. Some have been returned dur- 
ing the last month, and it’s intendea that others will be. In general, 
the sourees of friction between Greece and Yugoslavia, in a large part 
through our intervention, have been and are being removed and our 
relations between the two countries are now good. We feel in case of 
emergency they will cooperate very closely. 

Mr. Dononvr. Just one final question. To your supply.ofiicer. It 
was brought out that in obtaining typewriters and stationery, which 
would amount to approximately 25 percent of your total supplies, you 
were obtaining them from a source other then this unit that is avail- 
able for the drawing of such supplies. Why don’t you draw on this 
unit for those supplies ? 

Major Yustevicz. JAS has the responsibility for all office furni- 
ture, desks, typewriters, stationery, and so forth. That is one source 
of supply. Our common Army-purehased items we get from JAS. 
The third source of our supply is from United States Air Forces, its 
blue uniforms and flying clothing, only. 
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Mr. Dononver. Well, could you tell me whether or not in the unit of 
supply that has been spoken of by Colonel Harvey, they carry type- 
writers and paper and pencils and all that sort of thing? 

Major Yustevicz. If they do, we don’t get any from them. 

Mr. Brownson. I think, Mr. Chairman, we might have someone 
explain this Joint Administrative Service set-up, which is something 
in addition to the—— 

Mr. Yosr. We have the Director of the Joint Administrative Sery- 
ices, Mr. Howell, who might explain. 

Mr. Dononvr. Well, if it’s not carried by the unit we spoke of, I can 
understand why. 

Mr. Yosr. This is another joint service. 

Major General Harr. This is another joint service in addition to the 
unit supply system. 

Mr. Kennepy. Mr. Chairman, a statement on this point would be 
of interest. 

Mr. Bonner. Proceed, sir. 


STATEMENT OF J. C. HOWELL, DIRECTOR, JOINT ADMINISTRATIVE 
SERVICES 


Mr. Howett. I’m J. C. Howell, Director of the Joint Administra- 
tive Services we have spoken of, which is an organization established 
by the Embassy in cooperation with ECA and the joint military group, 
for providing common administrative services. 

Mr. Bonner. You mean general services ¢ 

Mr. Howent. General services, things like transport, space, per- 
sonnel services, supplies, office supplies, furniture, pencils, and paper; 


all the things we all commonly use. 

Mr. Bonner. Does that come under GSA?  You’re another unit. 

Mr. Howriu. No; it—we’re a part of the Embassy, but organiza- 
tionally we are spoken of as an organization called JAS. 

Mr. Bonner. Well, they set up the General Services Administration 
in the States and they don’t supply you 4 

Mr. Howetz. No; they do not supply us. They operate only in 
the States. We have here, by agreement between the missions, a single 
administrative service organization so that instead of each mission 
having its own administrative organization, we have one administra- 
tion organization. We have only one outlet—one organization requi- 
sitioning supplies, paper, pencils, and all the things that we all use. 

Mr. Bonner. You supply that to the Defense Mission. ‘Thank you. 

Mr. Ward, our statf consultant, has something to ask. 

Mr. Warp. I have a few very short questions. Admiral, where do 
you draw your medical supplies ¢ 

Rear Admiral Guass. From the depot. From the Naval Supply 
Depot—Medical Supply Depot in Brooklyn. 

Mr. Warp. From Brooklyn? Not San Francisco. 

Rear Admiral Guiass. We have one on each coast, you see. Those 
that are not available in Brooklyn, I presume, will be supplemented 
from San Francisco. 

Mr. Warp. Are you aware of the directive of Secretary Lovett to 
the effect that the Department of Defense is going to institute some 
tests to see if one department can furnish common supplies to all 
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three services? They are starting them in the San Francisco area 
very soon to see if—and they’re starting with medical supplies—if 
one service, in this case, the Army, can furnish to all three services. 
Since there are only eight or ten thousand items Mr. Lovett thinks 
that would work. What are your opinions on that? Do you think 
that will work ? ; 

Rear Admiral Grass. I would think it’s a further move toward 
unification. 


NEED FOR STANDARD SPECIFICATIONS AND CATALOGING 


Mr. Warp. Then, would you say in general that where you have 
standard specifications and a common catalog for common items, that 
it is possible to have unified consumer logistics ? 

Rear Admiral Guass. Yes, I think that’s very advisable. 

Mr. Warp. Now, there’s another question I wanted to ask the colonel. 
Could you give us information as to the number of line items that each 
of the tech services has here? 

Colonel Harvey. I—you mean just total for all, sir? Colonel 
Harvey speaking. 

Mr. Warp. Well, does Ordnance have a depot here ? 

Colonel Harvey. Our United States Ordnance does not. 

Mr. Warp. Not at all? 

Colonel Harvey. We have no depots in Greece. All Greek depots 
and all MDAP-furnished equipment. There is not as many line 
items here as there are in our own Army, because we do not furnish 
them with all the types of equipment that our Army has. 

Mr. Warp. O. K. Thanks, Colonel. That’s all Mr. Chairman. 

Mr. Bonner. Are the Army engineers supervising the construction 
of the air bases you spoke of ? 

Colonel Rippie. No, sir. We have Air engineers in our own section. 

Mr. Bonner. In the Air Force. 

Colonel Rippte. In the Air section. 

Mr. Bonner. The Engineer Corps of the Air Force. 

Colonel Rippte. Yes, sir. 

Mr. Bonner. Admiral Glass, is the one Coast Guard officer here 
under your supervision, or under General Hart’s? 

Rear Admiral Guass. He is attached as a member of the Ambas- 
sador’s staff. 

Mr. Bonner. What does he do? What are his duties? 

Rear Admiral Guass. The Greeks have an organization that is 
similar to our Coast Guard, and he supervises the activities of that 
organization. It comes under the Minister of Finance here, just 
as our Coast Guard comes under the Treasury Department. 

Mr. Bonner. And he’s here to assist in building up a Greek Coast 
Guard ¢ 

Rear Admiral Guass. That’s what he has to do; yes, sir. 

Mr. Bonner. He’s his own boss? 

Rear Admiral Grass. Yes, sir. 

Mr. Bonner. His rank? 

Rear Admiral Grass. Lieutenant commander. 

Mr. Bonner. Any other questions? 
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Mrs. Harpen. Yes, I have one, Mr. Chairman. Mr. Yost, how 
many Greek children remain in Yugoslavia? 

Mr. Yosr. I’m afraid that we can’t give you any answer on that. 
There’s a great deal of difference in opinion about that thing. As 
the colonel said, the Greeks maintain that there is some 20,000 chil- 
dren in Yugoslavia who were removed and were not returned. Just 
how many of those may be in Yugoslavia, and how many are in var 
ious Russian satellite countries, we don’t know. There are presum- 
ably a good many still in Yugoslavia, but not the bulk of them. 

Mr. Bonner. General Hart, Admiral Glass, gentlemen of the staff, 
the Mission—in behalf of the subcommittee and the Congress, I want 
to thank you for your full cooperation with us. The Mission that we 
are on is not an easy one, but we realize your mission. You have been 
friendly with us; we want you to know that we highly appreciate it. 
We want to try to bring to you, you gentlemen who are responsible 
as we are ina certain respect at home, the financial conditions of our 
country, the information that the people of our country are concerned 
about, the increasing cost of Government. And something must be 
done. ‘This subcommittee has dedicated itself to seeing if we can 
assist in reducing the cost of our national defense as much as possible, 
and not impair it in any way. You've done a splendid job. We all 
admire you and the service from the private to the top general. 
We appreciate the great service you have rendered your country, 
you're rendering in the present, and your comrades rendered in the 
past. We feel that it is our duty to visit the various establishments of 
our national defense and other branches of the Government, and 
bring to you directly the conditions that are known at home. 
We are not an authorizing committee of the defenses, the various serv- 
ices, nor are we the appropriations committee, but we have the re- 
sponsibility of looking into the expenditure after the money has been 

appropriated, and of seeing just the type of administration that is going 
on. We come to you here as fellow citizens, and we appreciate the 
way you have received us. 
In detail give your name, please, Commander. 






















STATEMENT OF LT. COMDR. WILLIAM LIEBERSON, UNITED STATES 
COAST GUARD 


Lieutenant Commander Lirrerson. Lieut. Comdr. W. Lieberson, 
United States Coast Guard. The Coast Guard merchant marine de- 
tail located in Athens is under the American Embassy, attached to the 
American Embassy. Formal function of the detail is disciplinary 
action of all American merchant ships. The United States Coast 
Guard issues the merchant marine personnel their seaman’s papers, 
the officers their licenses, the unlicensed personnel certificates under 
Revised Statute 4450, and, as a result, we take disciplinary action 
against merchant marine personnel on any infraction of the rules. 
This officer here and his yeoman board every merchant ship entering 
the port of Piraeus and adjacent areas, interviews the master, checks 
the official log; in any violations of the laws, disciplinary action is 
taken here, investigations conducted. In a case of serious nature the 
complete investigation is forwarded to Washington for hearing, to be 
held in the States. In addition, this detail assists the Embassy, ECA, 
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particularly the Consular Section, and, in some instances, the United 
States naval attaché here. We have an average of from 18 to 20 
merchant ships in this port a month; that is, American merchant ships, 
and from past experience masters have particularly expressed the de- 
sire to maintain the detail not only in Piraeus, Greece, but in all other 
ports where there isn’t one established, inasmuch as their authority is 
limited in connection with disciplinary action aboard the ships with 
the personnel, and we assist them in many ways in navigational prob- 
lems, and all other problems that come up in connection with ship- 
ping. Sometimes in expediting in loading of vessels, and movement of 
vessels which is greatly appreciated by our American merchant marine 
because it is not only a time-saving matter, but also a matter of saving 
a lot of money due to the fact that the pay day of American merchant 
ships is around $2,500 per day. If the movement could be expedited 
there would be a great saving, plus it would save all other interested 
agencies who receive the cargo. 

Mr. Bonner. Commander, the subcommittee and I, personally, are 
very glad to have the privilege of hearing you this morning. I have 
been interested in the personal conference I had with you regarding 
Coast Guard activities. I want to commend you on the splendid work 
you are doing. You represent one of the finest services in our National 
Government, in my opinion. I had the pleasure of meeting the rep- 
resentative of the Coast Guard in Tokyo and discussing his duties 
there with him. Are there any questions the committee would like to 
ask ? 

Mr. Dononvur. Mr. Chairman, may I ask the commander how many 
Coast Guard personnel there are on duty in Greece? 

Lieutenant Commander Lreperson. There are two; myself and a 
yeoman, one enlisted man. 

Mr. Bonner. Any other questions? Thank you very much, Com- 
mander. 

Lieutenant Commander Lreserson. Thank you, sir. 

Mr. Bonner. Now, the subcommittee will proceed with the confer- 
ence scheduled for the representatives of ECA. The full subcommit- 
tee is present. Who speaks for ECA? 

Mr. Yosr. Mr. Jenkins. 

Mr. Bonner. Will vou give your full name? 

Mr. Jenkins. Paul A. Jenkins. 

Mr. Bonner. And in the conference this morning, such questions 
as may be asked the member who, of course, addresses the chairman, 
and the person responding will give his full name before replying to 
the question. Proceed, Mr. Jenkins. 


STATEMENT OF PAUL A. JENKINS, ACTING CHIEF, ECA MISSION 
TO GREECE 


ECA CON FERENCE—ATHENS 


Mr. Jenkins. My name is Paul A. Jenkins, Deputy Chief, at present 
in the absence of Mr. Lapham, Acting Chief of the ECA mission to 
Greece. I think in the beginning I might say that * * * remind 
all of us that under the terms of the Mutual Security Act there is called 
for a very close integration of local country missions. In Paris a few 
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days ago, Mr. W. Averill Harriman frequently used the expression 
that the Ambassador in each country must be thought of as the chair- 
man of the team in the country. And I’m most happy to report to you 
that the concept is not a new one here in Greece. We have been operat- 
ing most happily under the concept for the past several years. I am 
happy to report, also, that our relations with the military, the Ameri- 
can military group here, has from the beginning been most intimate 
and friendly. And with your permission, sir, I should like Mr. Mc- 
Cauley, the head of our Construction Division, and with 4 years’ expe- 
rience here in Greece, to talk for about 2 minutes about the relationship 
between ECA and the military. 




























STATEMENT OF DeFORREST McCAULEY, CONSTRUCTION DIVISION, 
ECA 





Mr. McCautey. My name is DeForrest McCauley, and I am direct- 

ing the Construction Division of ECA. There has always been a very 
close relationship between the military in Greece and the ECA, or the 
original AMAG mission. The first construction work in Greece was 
performed by the United States Corps of Engineers. They had estab- 
lished in Greece the Grecian district to do the work for the original 
mission. This district worked very closely with the military; in fact, 
the authorities were placed on the job by the military, and the work 
was done under their protection. You must remember that at that 
time, Greece was not a safe place to work in. Even with their protec- 
tion, there were numerous casualties. We had about 120 casualties, 
Greek personnel. There were various raids on the working parties, so 
that the liaison between the military and the mission was a necessity, 
and has continued through all work up to date. 

Mr. Jenkins. I might add that the work of the Ministry of Public 
Works today is proceeding with the advice of Mr. McCauley on the 
American side, is to a large extent being executed by an emergency 
work agency which is within the Ministry of Public Works, created 
some months ago because of the necessity for getting faster action. 
* * * Tshould like to point out also in general, that several of the 
important projects now under way in Greece under our supervision, 
and with our advice, have considerable military connotation. I am 
thinking, for example, of the Aliveri thermal electric plant, now being 
built about 10 miles from Athens to consume lignite dug on the spot, 
and for the purpose of strengthening the present very inadequate elec- 
tricity sant. Further, we are helping with the creation of an addi- 
tional water supply system to avert what otherwise without this new 
works would have been the disaster next year. The Marathon Reser- 
voir which supplies Athens is down now to 414 billion cubic meters, 
and should have at this time about 20,000,000 cubic meters. I think 
possibly one of the most important elements of our work which relates 
to the military defense of this country is the work being introduced 
into Greece, the present rationing program intended to provide the 
low-income groups with the rudiments of their drachmae, at modern 
prices. The * * * atthe very inception of this idea, the military. 
headed by General Reuben Jenkins, expressed a very deep interest in 
this thing, for the obvious reason that this rationing system, with its 
requirements of at least 3 months’ stockpiling of certain basic food- 
stuffs in this country, represented a very essential safeguard in times 
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of emergency. In general, too, this rationing system is beginning to 
and will further contribute to the morale of the civilian population, 
and we do think that the morale item is of high importance, militarily, 
here in this insecure and vulnerable country. We feel too, that some of 
our work in the field of government has had, and will have, an effect on 
the morale situation here, and I’m thinking particularly of our insist- 
ence for all the time we have been here, on decentralization of govern- 
ment to the village level; results are already showing themselves in 
the much stronger village spirit, and there is now in effect a very 
considerable strengthening of the bridges, in the political and eco- 
nomic field. I think that this will serve as a preface and with your 
permission I should like now to introduce our comptroller, Mr. White, 
who will speak specifically about movement of supplies and our in- 
terest in that general program. 

Mr. Bonner. Let me ask you, Mr. Jenkins, how many of your staff 
are you going to present to this subcommittee ¢ 

Mr. JENKINS. We are certainly at your service, sir. I’m presenting 
only Mr. White. But I received indications last evening that your 
questions today may range rather wide, so we are prepared, I think, 
to answer any conceivable items. 

Mr. Bonner. I hope Mr. White will make these statements as short 
as possible, so we can get into the questions which the committee 
desires. 

Mr. Jenxrns. He has been asked to spend 6 minutes on this subject. 

Mr. Bonner. All right. [To. Mr. White:] Give your full name. 


STATEMENT OF CHARLES T. WHITE, COMPTROLLER, ECA GROUP 


Mr. Wuirr. I'll speak very briefly on the subject of what has hap- 
pened to economic supply received under American aid and particu- 
larly as to how far they may have been kept in warehouses. We must 
realize that Greece has been receiving supplies from many different 
sources. Right after the war UNRRA brought in large quantities, 
then there was post-UNRRA relief. Then there was AMAG, under 
the Truman doctrine. ECA brought in supplies and other various 
small items in addition to the Army surplus, OFLC. Some of these 
supplies were brought in a great hurry and afterward distributed in 
a hurry. They were not always, in the case of UNRRA, the most 
valuable supplies for Greece because they were, in some cases, surplus 
stock. By and large they were valueless. A few of the old supplies 
have still not been used. The mission has been very much aware of 
this problem ever since the beginning. There were many conferences 
with the Government; many letters were written. Mr. Grady, Mr. 
Dean, among others, have taken it up with the Government with the 
constant insistence that American aid be put to proper use. The situ- 
ation has improved. About a year and a half ago the port of Piraeus 
was in bad condition. There was a great drive to clear the port. It 
was cleared up and has been cleared up ever since. Unfortunately, 
in a few cases, things that were taken from the port of Piraeus were 
put in other warehouses. It seemed necessary to make a continuous 
effort to check on warehouses. About a year ago when Mr. Lapham 
arrived, he decided he would like to look into the situation himself. 
He went around visiting about 20 warehouses in the Piraeus area. 
Some things he liked; some things he did not like. He asked the 
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Prime Minister to make the visit with him. The Prime Minister 
declined, but they put their heads together and decided they would 
have a representative from the Greek Government, representative of 
the mission, work out a permanent authorization to expedite supplies. 
As a result, this organization, called ODISY, was formed and exam- 
ined the various warehouses the Greek Government has here. It was 
found that the Greek Government statistics are very bad. We tried 
to make an inventory, but it was quite inaccurate and we, I say “we,” 
I’m speaking of this Greek organization with which we cooperate, had 
better look into these warehouses directly. We thought there might 
be 500 warehouses. We formed teams, one Greek and one American, 
in charge of various Greek assistants, and visited the Greek ware- 
houses in two-thirds of Greece. Up to a month ago, we visited 1,327, 
and we think there may be 2,000 before we are through. When I say 
“warehouses” I don’t mean great big buildings, which we ordinarily 
think of as warehouses; but some of these are storerooms no bigger 
than this room; others are large. But there are different places where 
the Greek Government supplies are stored. We do not intend to make 
any inventory of these warehouses—nor attempt to. We make state- 
ments as to the pertinent materials on hand, and materials in large 
supply. Those are all reported to the ministries of the Greek Gov- 
ernment, ECA division, procurement officers, and the military author- 
ities. We ask them what use they intend to make of those supplies, 
and they have to reply within 30 days. We have had fairly good 
results in getting replies; if not, we follow up on it. 

Our first hope is those supplies will be put into use by the ministries 
for the purpose they came in. If they cannot be put into that pur- 
pose, we think there may be other similarly important purposes other 
than these which they can be used for. If that is not feasible, the 
question of whether or not the military can use them or, in some cases, 
the military should come first. If it doesn’t seem advisable to use 
them for those particular purposes, we are putting them up for sale. 
I think we should realize that Greece is a very poor country and has 
very small supplies of any type on hand. Even though the Greek 
Government may not have had a particular purpose planned for that 
commodity, the civilian economy can use it to very great advantage. 
Therefore, one of our major ends is to declare supplies available for 
sale through an organization known as ODISY. We have been quite 
successful in having large sales. Just last week there was a consider- 
able number of plows and similar mechanical cultivation items that 
were sold that way. We feel that we have been reasonably success- 
ful to date. We madea recheck just a few days ago on 17 warehouses 
and we found that 6214 percent of the material had been sent out since 
the previous check about 4 months ago. One of the great jobs is 
screening imports to make sure that we don’t order what is already 
on hand. Excuse me for saying “we.” It’s always the Greek Gov- 
ernment. The Greek Government must now put on all its requisitions 
the statement that this supply is not available in Greece. There are 
two kinds of imports; all imports must have a license approved bv 
the Foreign Trade Administration, an organization of the Greek 
Government with two Americans in charge. If they are capital im- 
ports, machinery and that type, they must be approved by the mission. 
That is, where they will be used for the various reconstruction projects. 
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Consumer goods are not individually approved by the mission, but they 
are approved en toto and Foreign Trade Administration gives an 
import license to each one. On the whole, we are satisfied with the 
imports here. We are not satisfied with the system of the Greek 
Government in looking after their inventories, and knowing what’s 
onhand. We feel that each ministry has its own way of doing things; 
some are good, some are bad. It needs very much to have a proper 
supply accounting system put in throughout the whole Greek Govern- 
ment. Negotiations are underway with ECA, Washington, on the 
subject, and we hope before long we may have results. I am glad 
to say that right in this room one of the best experts on the subject 
is here and he has told us that he will help in getting somebody to 
come over, look over the subject and probably bring over technical 
assistance ‘teams to train the Greek Government in doing that. By 
the time that is through, we feel the supply situation will be 
satisfactory. 

Mr. Bonner. You were discussing, Mr. White, the UNRRA material 
which this subcommittee found here in 1949 stored in warehouses and 
not being used. 

Mr. Wurre. I’m discussing that and—— 

Mr. Bonner. You mean it hasn't been cleared up yet ¢ 

Mr. Wurrr. I mean that some of the stuff is still here—— 

Mr. Bonner. No inventory has been taken to ascertain just what 
was in those warehouses up till now ? 

Mr. Wuire. We have been taking them during the last 

Mr. Bonner. I understood you to say that no inventory has been 
taken 

Mr. Wuire. I said that the Greek Government had no complete- 

Mr. Bonner. Has the mission taken any inventory / 

Mr. Wurre. The mission has been going around to all these ware- 
houses taking not complete inventories, but taking 

Mr. Bonner. And there yet remains UNRRA merchandise in these 
warehouses ? 

Mr. Wurre. Some of it remains there, sir. 

Mr. Bonner. We were just storing up stuff—— 

Mr. Wurre. It’s much less than it was. 

Mr. Dorn. Mr. Chairman, excuse me, I'd like him to name Some of 
these articles, and give us an example of what he’s speaking of. 

Mr. Bonner. Well, if you’ve got inventories, suppose you give us 
a copy of one for our records. 

Mr. Wuire. All right, sir. There are 1,200 reports—and we could 
give you a copy of those, sir—1,200. 

Mr. Jenkins. This is Paul Jenkins. Do you have any figures on the 
total volume of UNRRA imports ¢ 

Mr. Bonner. Give us a sample of what is in these warehouses. 

Mr. Wurre. Plows 

Mr. Bonner. Been here all this time, and still stored in warehouses ? 

Mr. Wuire. Yes, sir. Very much less than there was. There were 
two saw mills—rigs, outfits, that we found—there was a certain num- 
ber of glass jars for canning brought in under UNNRA, and I might 

say, In ‘that connection, the Greek Government wanted $40,000 worth 
of glass jars for canning the current fruit crop. Instead, we canceled 
this order, and got the 60,000 glass jars out of the UNRRA stocks and 
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used them instead. Our constant attempt is to get these things used in- 
stead of ordering new things. ; 

Mr. Wurre. May I mention these figures a minute, sir? We found 
have in our—among our personal and large items in the warehouses 
listed so far, about $16,000 worth of goods that might be considered 
surplus. A certain portion of these are not serviceable—they’re things 
that have broken down. There might possibly be $10,000,000 through- 
out all Greece, which is a very large amount for a country as small as 
Greece, but that’s only about 1 percent of the entire American aid to 
Greece. It’s very much less than it was. 

Mr. Bonner. Let’s proceed with the next business. 

Mr. Brownson. Just one point on that $10,000,000. The way that 
was given in the record here, just following that $16,000, I'd like 
to—— 

Mr. Jenkins. You said $16,000? 

Mr. Wurire. Excuse me, sir; I said $16,000,000. 

Mr. Jenkins. He meant $16,000,000. 

Mr. Wrirre. I made a mistake—— 

Mr. Brownson. There are $16,000,000 worth of surplus goods 
mostly not serviceable; is that correct ? 

Mr. Wuirte. I said that probably $10,000,000 of them would be 
serviceable. 

Mr. Brownson. Of the 16? 

Mr. Wuire. Of the 16. 

Mr. Brownson. In other words, there are about $16,000,000 worth 
of goods on hand, total? 

Mr. Wurre. That’s right. , 

Mr. Brownson. $6,000,000 worth of it not servieable ? 

Mr. Wuire. Approximately. 

Mr. Brownson. As Mr. Dorn asked you earlier, what type of equip- 
ment is included which has been determined to be not serviceable? 

Mr. Wuire. Road rollers that are broken down, probably difficult to 
repair, or might not be—graders, other types of construction machin- 
ery, some agricultural machinery, worn-out trucks. 

Mr. Brownson. Doesn’t the Army have a rebuilding program for 
nonserviceable engineer equipment ? 

Colonel Harvey. We do not have an engineer base workshop, which 
has a rebuild program. However, we are rebuilding as the situation 
requires. We could rebuild. 

Mr. Brownson. That type of equipment is extremely critical in the 
Bureau of Public Roads is being slowed down because of steel priori- 
ties. With the Army cooperation that type of equipment couldn’t be 
rebuilt and put into service? 

Mr. Wuirte. A great deal of it is being rebuilt, by the emergency 
work program, of the Public Works Ministry. 

Mr. Brownson. Has any decision been made as to scrap? Some of 
these automobiles with cracked blocks and automobiles that have gone 
too far to rebuild—have they been segregated and labeled as scrap? 

Mr. Wurre. Many of them are separated. Do you want us to speak 
on the scrap situation? It isa fairly long subject. 

Mr. Jenkins. We have a scrap expert here, Mr. Charles Miller. 

Mr. Bonner. We understood that these were materials sent here by 
UNRRA and stored in warehouses. Now we’re getting into materials 
that have been used and restored. 
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Mr. Mitirr. Mr. Chairman, I would like to clarify that—oh, I’m 
Mr. Charles Miller—I’d like to clarify on the UNRRA, since we're 
talking about UNRRA, we’ve gotten on other types of property. On 
UNRRA property 3,032,000 tons of UNRRA property valued at 
$428,000,000 was shipped into Greece. There is now about 500 tons 
of residue left throughout Greece. That is all, on the subject of 
UNRRA only. This 500 tons consists largely of deteriorated ma- 
terial, a few tons in the various of the 1,300 warehouses. However, 
there is very little of what we ordinarily call scrap in Greece. Things 
that we would not think of using, the Greek will somehow put to work, 
This 500 tons is gradually being channeled into use, and the total value 
is estimated at around $100 per ton, if used for the purpose for which 
intended. In many cases some of this residue material has no more 
value for the purpose intended, and the Greek farmer will buy an item 
that was intended for one use, but he can visualize when he sees a piece 
of this deteriorated material, another use for it. 

Mr. Bonner. The point is, we found this material stored in ware- 
houses here in 1949, and we are inquiring whether anything has been 
done with it? It doesn’t seem that there has been. 

Mr. Mitter. In 1949 we found 15,000 tons of UNRRA wares, and 
there are now 500 tons, so between 1949 and the present time, we’ve 
disposed of 15,000 tons, leaving the residue of 500 tons, most of which 
is deteriorated and would have been thrown out in the United States, 
so that as a result of 300 million tons coming in here, there are 500 
tons left. 

Mr. Bonner. All right. 

Mr. JENKINs. Now I’m presenting no one else, sir. We are now at 
your service to answer questions. 

Mr. Bonner. I’m going to start in reverse this morning, and I’m 
going to ask Mr. Dorn if he has any questions. 

Mr. Dorn. Mr. Chairman, there are only two or three things I 
want to ask—you were mentioning the ration program a few minutes 
ago—are you giving any thought to—you spoke of rationing as build- 
ing up morale. In my State, there are a lot of cases of people who 
don’t want dole, or just rationing—it doesn’t help the morale too much. 
You’re encouraging the Greek Government to get as many of these 
people as possible gainful employment, and I know, with the situ- 
ation here, that might be difficult, but are you exploring that possibility 
to the fullest ¢ 

Mr. Jenkins. Well, in the first place, sir, the supplies are not given 
tothe people. They are sold to the people at what we hope are reason- 
able prices. They do not get the full extent of their needs. They get 
about 60 percent of it under the rationing system. The balance of 40 
percent they have to buy on the open market, and we are getting a 
price control system set up so that they get the balance on the open 
market at a price not far removed from the mission prices. 

Mr. Dorn. I was just wondering what the labor situation is in 
Greece; and do you find in the military effort here labor very co- 
operative, or are there a lot of strikes and communism, as we found 
in some areas? 

Mr. Jenkins. Well, you mean the metropolitan labor. 

Mr. Dorn. Yes. 

Mr. Jenkins. The industrial type? 
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Mr. Dorn. That’s right. 

Mr. Jenxrns. The total union strength, I think, is about 200,000 
(our labor man is not here) in Greece, with most intelligent progres- 
sive leadership, and I’m happy to say that relations between the head 
people of the General Federation of Labor and this mission and the 
Embassy are most cordial. They have been hoping for wage increases 
for many months now, but have cooperated with us while we intro- 
duced this rationing plan, and tried to get established a wage stabili- 
zation board where we could get a fair hearing. And I have deferred 
all these demands for many, many months now, in spite of much pres- 
sure from underneath. 

Mr. Dorn. Have you put the question squarely up to the Greek Gov- 
ernment about balancing its budget? I know that’s a very tender 
subject, but in some instances, particularly, we found that they did do 
that. 

Mr. Jenkins. May I call on Mr. Kepple, our finance man, for a few 
remarks on Greek budget balancing? This is a very critical point. 


STATEMENT OF PAUL KEPPLE, DIRECTOR, FINANCING PROGRAM 
DIVISION 


Mr. Kerrie. I think perhaps I could speak best from the charts I 
have put on the wall here. The two columns here—on this side we 
have the expenditures, and this side, the revenue. This top red block 
represents deficits according to the revenues. As someone has already 
pointed out to you that 48 percent of their expenditure for the fiscal 
year 1951-1952 is for military origin, suitable military expenditures. 
That comes up to this point on the chart. As you see from this 
chart, when the Greeks have a normal peacetime army, they can 
balance their budget. We have reviewed the budget with consider- 
able care, as was prepared during April, May, June, and July of this 
year. And there are some expenditures here that we did not recom- 
mend, but on the whole it is a serious effort to get their proper revenues. 
What happens to this deficit is the next question, and I can explain 
that best, perhaps, by saving that it is sterilized against the counter- 
part funds created by ECA aid. That’s the complex relationship 
which Pll try to show you on this chart here. This millions of dol- 
lars represents expected imports from outside Greece, procured in 
this same.vear. And under the bilateral agreement with the United 
States Government, Greece agrees to set aside counterpart funds in 
drachmae to balance the ECA aid. That’s how we intended to get $2 
worth out of every dollar we gave them. So, we set up a counterpart 
fund in drachmae to balance the aid we’ve given them. This counter- 
part * * * not definite yet. And some of that we can spend re- 
building Greece, and some of that we see here in this large piece of 
the pie is all set against the deficit. Because if we don’t do that, they 
would have to continually run the printing press to print additional 
drachmae bills, to pay for the expenses of the government. In order 
to'contain inflation we freeze off this much of the counterpart funds. 
Are there any questions about this? 

Mr. Dorn. Can you give us any idea about approximately what per: 
cent of the average Greek citizen’s income is going to the Government 
in the form of taxes? In America, the average American gives about 
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35 or 40 percent of his income, which is going to the State or Federal 
Government in the form of taxes. Can you give us some little idea 
about that without going into detail ? 


GREEK NATIONAL INCOME 


Mr. Kerrier. Yes. The Greek total national income is about $1 
billion, and the Greeks total in taxes in dollar equivalent comes to 
$370 million. That would be 37 percent. The total national revenue 
is taken up in taxes. 

Mr. Dorn. Thank you. Now, Mr. Jenkins, just one more question, 
and that’s about the number of ECA personnel we have in Greece. 
That includes the—we’d like to have that—your Americans. 

Mr. Jenxins. Mr. Adams, will you give us accurate figures as of 
today on that? Or Mr. Howell? 

Mr. Howeti. The employment in ECA, Greece, as of October 31, 
is 196 Americans and 446 local employees. 

Mr. Dorn. Thank you, Mr. Howell. 

Mr. Bonner. Mr. Meader. 

Mr. Meaper. Mr. Bonner, I have no questions. I would like to com- 
pliment the ECA on its report, which I have been reading here, which 
I think is very practical and very much what we would like to have. 

Mr. Bonner. Thank you, sir. Mr. Lantaff. 

Mr. Jenkins. Pardon me. Didn’t Congressman Brownson want a 
statement on counterpart expenditures ? 

Mr. Brownson. Yes. 

Mr. JENKINS. We have a statement ready for you, sir. 

Mr. Brownson. That is fine. Mr. Chairman, may I suggest that 
that statement be edited as the staff may find necessary and prepared 
for inclusion in the record ? 

Mr. Bonner. And be enclosed in the report. Will you give it to the 
subcommittee staff, please ? 

Mr. Mraper. We havea couple of copies. I have several copies, Mr. 
Brownson. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lanrarr. The report which Mr. Brownson mentioned is classi- 
fied “confidential.” It contains pertinent information, and of interest 
to this subeommittee, which the subcommittee would like to have 
available in drafting its report. I’m wondering whether or not the 
subcommittee can quote excerpts or extracts from it, or whether or not 
the report itself is classified “confidential.” And, if we could know— 
have you marked off the sections you're interested in? All of the in- 
formation is of interest. On page 5, paragraph 10, with reference to 
supply matters; paragraph 6, on page 6. 

Mr. Jenkins. Now what portion is not classified? I think it ought 
to be declassified. 

Colonel Harvey. I have mine. It’s different from that. I want to 
give you a copy of mine. It is not classified. 

Mr. Yosr. I just inquired about this, sir, and it can be used in toto 
in your report. 

Mr. Lanrarr. It can be used in toto. 

Mr. Jenkins. The remark was made to me by Mr. Miller—Mr. 
Charles Miller, that if you want it declassified, he who helped to 
create it, sees no reason why we can’t declassify it. 
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Mr. Lanrarr. Well, if we can declassify, I suggest that it be in- 
corporated in the records as part of this hearing. 

Mr. Bonner. Well, it will be so done. Mr. Donohue. 

Mr. Donouve. Do I understand that all the accomplishments since 
you came over here with the ECA organization, are incorporated in 
these reports ? 

Mr. Jenkins. Have you our release 1000, which is a compendium of 
our total activities in Greece through June 30 of this year? If not, 
I must give you a copy. It’s a basic record of our accomplishments. 

Mr. Dononve. We haven’t. 

Mr. Jenxrns. It’s complete with statistical appendixes and so on. 

Mr. Donounve. Do I understand that earlier you had an Army 
Corps of Engineers working over here working with you ? 

Mr. Jenkins. I believe no longer. Is that correct? 

Mr. Wurre. Not since May of 1949. . 

Mr. Dononvur. What is the amount of money in counterpart funds ¢ 

Mr. Jenkins. The present balance. Mr. Kepple. 

Mr. Kerrie. We have a statement on that also. 

Mr. Jenkins. That will be embraced in the report we are submit- 
ting to the Congressmen. 

Mr. Dononve. At this point, can you give us an approximate idea 
of how much is in the counterpart funds ? 

Mr. Kerrie. Yes. About 4.000 billion drachmas. That is—— 

Mr. Donouve. Give me that in dollars, please. 

Mr. Keprte. That is $270,000,000. That’s—that’s not the balance 
we are free to spend, however. As I’ve indicated there, it’s comfort- 
ably under the inflationary balance. 

Mr. Dononur. You say you’re not free to spend that $270 million ¢ 

Mr. Kerrte. Not without running the printing press and making 
new bills, and just blowing up the inflationary program here beyond 
all powers of control. 

Mr. Dononvr. Well, hasn’t this $270 million already been printed / 

Mr. Kerrie. No. No, it has not, because it has—— 

Mr. Dononvte. Is this sum going to continue to mount up? 

Mr. Kepreie. Only as long as the country stays under the deficit. 
We keep sterilizing the counterpart funds to create it against those 
deficits. This year, for instance, it is estimated that 1 billion—excuse 
me—1,200 billion drachmae will be frozen to offset this year’s deficit. 
That is how that 4,000 billion drachmae was built up. 

Mr. Donouve. Well, in your opinion, how long do we have to go 
on supplying this aid to Greece ? 

Mr. Kerrie. That’s a hard question to answer. Certainly as long 
as they maintain a heavy Army, they’ll need assistance. The country 
is not strong enough to support itself. 

Mr. Dononve. Well, economically, how do the conditions here in 
this country in Greece, compare with the conditions that existed prior 
to, we'll say, 1940? 

Mr. Kerrie. In some respects—many respects—agricultural pro- 
duction has passed the levels of 1940. 

Mr. Dononuve. To what degree? 

Mr. Kerrre. I think 

Mr. Jenxins. May I suggest, sir, that we best answer your ques- 
tion by putting it this way: forgetting extraordinary military ex- 
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penditures, when could Greece become viable in terms of the food 
it eats? That might be one approach to it. And, Mr. Mace, our 
Director of the Food and Agriculture Division, has some precise 
notions on that point. You might like to hear them. 

Mr. Bonner. What I’m interested in, Mr. Jenkins, is determining 
what economic conditions are here, compared with what they were 
prior to World War II. 

Mr. JENKINS. Mace, do you want to speak of that in terms of the 
population, which is two-thirds of the total 

Mr. Bonner. Well, I mean the general economy, Mr. Jenkins. 

Mr. JENKINS. I would say that there are about the same shape the 
were in in 1938. That’s a very rough statement in terms of the well- 
being of the people. 

Mr. Dononve. And if that is so, don’t you think that the purposes 
of the Marshall plan have been carried out here ¢ 

Mr. JENKINS. We still confront the cancer of the horrible economy 
which menaced the trade deficit—the tremendous trade deficit. 

Mr. Dononue. Well, was there a trade deficit prior to 1938? 

Mr. Jenkins. I don’t know what the total figures were. There 
was, of course, a trade deficit. 

Mr. Dononvr. Was the trade deficit any greater than it is now? 

Mr. Jenkins. Can you answer that, Mr. Kepple? The size of the 
trade deficit. 

Mr. Kerrie. I’m afraid we have no figures. It was probably less 
at that time. England was making herself responsible for Greece 
and they advocated private investments in Greece. The Marathon 
Dam, the power plant here in Athens, the streetcar lines, all those 
things are private investments, and those investments would roll down 
their deficit. Greece hasn’t stood on its own feet without some kind 
of outside assistance since it became free from Turkey. 

Mr. Donouvr. Would you say that the standard of living is higher 
today in Greece than from the records, it was in 19388? 

Mr. Kerpte. I don’t think so. 

Mr. Jenkins. It’s about 2,500 per diem—2,500 calories. I think it 
was then, and it is now. 

Mr. Mace. It’s about 2,600 a day. 

Mr. Dononve. What about the industrial production ? 

Mr. Jenkins. Do you want to speak to the head of our Industrial 
Division ? 


STATEMENT OF CECIL CALVERT, DIRECTOR, INDUSTRIAL AND 
TRANSPORTATION DIVISION, ECA, GREECE 


Mr. Catvert. The first index on industrial production as of Septem- 
ber, which is our latest report, is now 122 percent of the 1938 average, 
which was a high prewar level. 

Mr. Dononve. In other words, 22 percent higher ? 

Mr. Catvert. Twenty-two percent higher. 

Mr. Dononvr. Pardon me, is that production for export? 

Mr. Carver. Mostly local production. There has been very little 
export. Some in minerals and a small amount of export in textiles. 

Mr. Dononve. How much of the counterpart funds are being used 
for military purposes? 
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Mr. Jenkins. Mr. Kepple. 

Mr. Kereve. If you'll accept the amount itself against the deficit, 
against the extra military expense, it’s about half of it. This whole 
deficit is against the military and the common use imports; represents 
the cost of foods, cotton, and petroleum, and other commodities that 
are used similarly by the military and the civilian population. The 
military consumption of that represents this 585 billion drachmae, so 
that over half of the total counterpart available this year is going into 
the military. 

Mr. Dononve. Is that contributing to an inflationary situation in 
this country? ¢ 

Mr. Kerrie. Not as long as we freeze that counterpart. 

Mr. Dononvr. Well, I mean aren’t you releasing some of it for mili- 
tary purposes ¢ 

Mr. Kerrie. Only the part that it would be safe to release. 

Mr. Dononvr. And that is to the extent of 50 percent? 

Mr. Keppte. It’s quite near 50 percent, as indicated on that chart. 

Mr. Dononvr. And, as a result of releasing 50 percent, has your 
inflation increased here in this country ? 

Mr. Kerrie. No, because that amount that is released is offset by 
the consumer goods procured in Greece. In other words, if Greece set 
up a thousand dollars worth of counterpart, and that’s against a 
thousand dollars worth of wheat that came into Greece, someone in 
the population is going to pay his drachmae to buy bread, so that we 
may then release the drachmae to support the Army. It’s—the dis- 
tinction between bringing in of wheat and bringing in of steel for a 
bridge—the bringing of wheat, that is sold to the people soaks up 
paper drachmae; the bringing in of a bridge—it’s installed by the 
Government, and it’s not sold to anybody, so that’s inflation. 

Mr. Bonner. Mr. Meader, you deferred some questions yesterday 
that you desire to have answered here by ECA this morning. 

Mr. Mraper. Well, I was interested—I talked to Mr. Jenkins last 
evening about what was being done, if anything, to encourage the 
investment of American capital, and private trade with American 
business firms in Greece. 

Mr. Jenkins. It is a subject very close to our heart, and our spe- 
cialist is Mr. Calvert. Could you speak for a minute on that, Mr. 
Calvert ? 

Mr. Bonner. Your full name and position ? 

Mr. Catverr. We have had a number of offers and inquiries con- 
cerning American investment in Greece. However, the investments 
here have been very, very small, certainly during ECA time, and in 
the postwar period, due principally to the fact that the so-called 
industrial climate for doing business in Greece has not been attrac- 
tive to foreign investors. Because of the difficulty in the balance 
of the payments, Greece has not been able to give guaranties to the 
export of earnings or the export of, or reexport of, capital invest- 
ments—that is, foreign exchange investments. Consequently, any 
potential investor here immediately inquires as to what his tax liabili- 
ties are, what his possibilities are for Greece converting some of his 
earnings into foreign exchange, or exports. Again, I say because of 
the possibility of the Greek Government giving any guaranty on any 
percentage of exports of converted currency makes it not conducive 
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to encourage in capital investments here. We have some Greek- 
Americans who have shown considerable interest on the basis of not 
exporting earnings or convertibility of earnings, and that has not 
developed to any extent. 


ENCOURAGING BASIC INDUSTRIES IN GREECE 


Mr. Meaper. Mr. Jenkins, I have heard a suggestion made since 
I've been here in Athens that not enough was being done to encourage 
basic industry such as mining, and perhaps the tourist industry. 
Rather, the money was being used for glove factories, shoe factories, 
and that kind of thing. What comments do you have to make? 

Mr. Jenkins. Well, may I make a general comment before Mr. 
Calvert speaks? We have found something almost like an obsession 
on the part of certain Greeks with the establishment in Greece of a 
great basic steel industry, for example, which we are convinced for 
yood economic reasons, to think this quite unwise. We think that 
Gree is meant by nature and by strategic position in the Mediterra- 
nean and for other reasons, to be industrially much more fitted for 
production of light manufactured goods, so there is that rather sharp 
division of opinion between the Mission and some economic thinkers 
in Greece. Now, Mr. Calvert may want. to elaborate on that a little. 

Mr. Canvert. Of course, Greece is not an economically productive 
country. It is principally an agricultural country, as most of these 
countries are. It does have a number of substantial industries; the 
textile industry here, which is about 60 percent of the entire industry 
of the country. We have also a good cement industry because we 
have the raw materials here for the production of cement. And 
ECA has invested money in the expansion of cement, for instance. 
We have not spent any money in the expansion of the textile industry. 
However, we have put the money into the rehabilitation of what we 
‘all guerrilla-stricken industries, the textile industry, NAOUSA, par- 
ticularly, where the entire village and its factory was wiped out by 
guerrilla warfare. Other than that, no money, no ECA money, has 
been provided for the textile industry. We have felt that money 
being available, we should use the money for the balancing of the 
textile industry, in view of the fact that we have mills running here 
that were built in 1870, and we also have some entirely new mills that 
were built in and started in 1951, and that was done with private 
capital, the capitalists. We have the very old mills on the one hand, 
trying to compete with the very new mills on the other hand. 

Mr. Meaper. How about minerals? Aren’t there minerals here 
which could be developed ¢ 

Mr. Catvert. We have in Greece most any sort of mineral that you 
would want to inquire about, but it is generally in small deposits. A 
large portion of these are uneconomic, to be developed by the—by 
mechanization. The cost of mechanization is two-thirds of the profits; 
therefore, a large portion of the minerals development here is by hand, 
and that makes for considerable cost and it can only compete in the 
international market through export subsidies. 

Mr. Jenkins. I think, before we drop this subject, we should point 
out that on the side of the extractive industries, the greatest hope fer 
Greece is the lignite fields of which there is one in particular concept, 
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which is suitably developed, so would almost free Greece to import 
something like $12,000,000 worth of coal per annum. Is that figure 
about correct, Mr. Calvert? That is the Ptolemais field in the north- 
western part of Greece. It is tremendous and of good quality. 

Mr. Meaper. What I was concerned about in this line of question- 
ing is whether or not the economy of Greece could be developed so that 
it won’t be a continual burden on the American taxpayer. Do you 
see in the foreseeable future an end to this economic aid ? 

Mr. Jenxrns. It’s a most difficult question. Greece as has been 
pointed out by Mr. Kepple, has been dependent on a good uncle of 
some kind or. other, for generations, and we see the possibilities of 
steady improvement in the agricultural field, granted, that we can con- 
tinue for just two or three more years with reclamation, irrigation, 
torrent control works. We see a possibility of Greece being self- 
sufficient in the food industry. 

Mr. Meaper. Incidentally, on that point, another item that has taken 
my attention, is that credit restrictions are such that there are at least 
a hundred tractors here in storage, agriculural tractors that may not 
be sold because 60 percent of them have a 40 percent down payment on 
them because of some credit restrictions. Do you—are you familiar 
with that? 

Mr. Jenkins. Mr. Mace, do you want to speak on that point? 


STATEMENT OF BRICE MACE, DIRECTOR, FOOD AND AGRICULTURE 
DIVISION 


Mr. Mace. Yes, sir, the restrictions on that credit have been applied 
and will continue to apply according to the decisions of the currency 
committee until January 1. 

Mr. Meaper. Does ECA have a position on these credit restrictions? 

Mr. Mace. Yes, sir. I think ECA has a very definite position on 
that matter in that ECA believes that such credit be made available to 
encourage the reestablishment of normal import business. And dis- 
continue gradually and finally, totally, the government import busi- 
ness. 

Mr. Meaper. In other words, you believe that the restrictions should 
be removed ¢ 

Mr. Mace. Yes, sir. The restrictions should be removed on those 
100 tractors, just as soon as the currency committee believes that it is 
safe to have a little bit more currency in circulation. 

Mr. Meaper. Mr. Jenkins, I’m not sure but what I interrupted your 
answer to the question about when you see the end of this aid 

Mr. Jenkins. Well, I’ve come about to the end of my answer. The 
bright hope is in the agriculture industry. The balance of paying this 
thing continues to haunt us. It is difficult to figure the answer. The 
principal part of the answer should be in tobacco exports. But we are 
plagued with a million difficulties there, and, according to the Greeks, 
we are largely at fault ourselves as Americans for having robbed them 
of the German market. 

Mr. Mraper. Do you see a possibility of a tourist business increase 
amounting to a significant factor in the Greek economy ? 

Mr. Jenxrtns. Yes. The importance of tourism in providing for- 
eign exchange is inclined to be exaggerated by many Greeks, but it 
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should be a persistent consistent contributor. As a matter of fact, 
tourism this year produced what? Twelve million dollars? 

Mr. Kerrpte. Eleven million. 

Mr. JENKINS. Eleven as compared to last year. 

Mr. Kerrie. About seven and a half. 

Mr. Jenkins. About seven and a half last year, which shows that 
it is responding to treatment. But it is easy to overestimate the pos- 
sibilities forgetting that Greece is pretty much at the end of the line, 
and of 100 American tourists who hit Europe, only 114 ever get to 
Greece. That’s the basic difficulty. Plus possibly with the continuing 
growth of air travel, that might go up about 3 or 4 percent. 

Mr. Bonner. Now, you spoke of our robbing the Greeks of their 
German markets with respect to tobacco. What was the maximum 
export from Greece to Germany of tobacco? 

Mr. Jenkins. I was quoting the Greeks, sir. 

Mr. Bonner. I am siline you. 

Mr. Jenkins. Now, Mr. Mace, will you give us the figures on the 
maximum exports to Germany before the war? Of Greek tobacco. 
Do you have that figure in your mind ? 

Mr. Mace. I don’t have. I'll have to obtain that figure for you, Mr. 
Chairman. 

Mr. Bonner. You made the statement, so I would imagine some- 
body would know just what it was. 

Mr. JenKrNS. Well, we have the statistics, but evidently they’re not 
here. Was it on the order of 30,000 tons? 

Mr. Mace. No; about 20,000. 

Mr. JENKINS. Twenty thousand. 

Mr. Bonner. Well, what are they exporting now to Germany ? 

Mr. Mace. They manage to export 10,000 tons. 

Mr. Bonner. Well, how much surplus do they have? 

Mr. Mace. Twenty-nine thousand tons. 

Mr. Bonner. So, they’ve only got * * * 
lation of how long? 

Mr. Mace. Two years, sir. 

Mr. Bonner. What effort do they make to sell their tobacco? 

Mr. Mace. They sent representatives to Germany to negotiate for 
the sale of tobacco. 

Mr. Bonner. Why couldn’t they sell it ? 

Mr. Mace. They made a sale which was conditional upon the reduc- 
tion of the cigarette tax by the German Government. I believe, sir, 
that—for reasons of financial difficulty, the German Government de- 
clined to reduce it—that’s the tax. 

Mr. Bonner. Well, it was no fault of the United States Government, 
was it? 

Mr. Mace. No, sir. The Greeks accused the United States Govern- 
ment of changing the habits of the cigarette users in Germany. Mr. 
Bonner, that used to be an oriental type, and they’ve swung over to 
the American blends of tobacco. 

Mr. Bonner. Can ECA control the tastes of people? 

Mr. Mace. No, sir. 

Mr. Bonner. That’s a competitor’s business proposition, isn’t it ? 

Mr. Mace. Yes, sir. 
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Mr. Bonner. Now the total aid from the United States to Greece 
is $2,386,400,000. Well, I understand that’s from all sources. ‘The 
total aid received from the United States is $1,865,700,000. That’s 
been over a period from 1944 to the present date. 

Mr. Kerrie. October 1947, that’s right. 

Mr. Bonner. Now you've increased the economy 20 percent above 
the 1938 figure, haven't you? 

Mr. Kerrie. Paul Kepple, sir, of the financing program. I don’t 
think we made that statement. 

Mr. Bonner. Well, I understood you did make it. 

Mr. Jenxrns. Industrial production. 

Mr. Bonner. Well, I’m speaking of the entire economy. I’m just 
trying to find out what you show for the expenditure of this money. 

Mr. Kerrie. I think you will find that it is for the rebuilding of 
war damages. 

Mr. Bonner. You—you built the war-damaged villages—the towns 
and facilities? How much of this is operating expense? What did 
it cost to operate ECA here for the last couple of years? Adminis- 
tration—all costs of ECA for the past year ¢ 

Mr. Jenkins. Have you a figure on that? 

Mr. Howe tt. I don’t have the total cost of the ECA operation here. 

Mr. Bonner. Somewhere you have it, don’t you? What percentage 
of the last appropriation is for administration ¢ 

Mr. Howe tt. I'll have to find that figure, sir. I don’t have it with 
me. 

Mr. Bonner. Well, I should say that’s a figure that the sub- 
committee is very much interested in. 

Mr. Howey. A very substantial part of the expenses of the ECA 
mission here is taken from the counterpart funds. Ill be very glad 
to get the complete figures, and sumbit them as part of the report. 

Mr. Bonner. Yes, I want that supplied for the record, on a per- 
centage basis for each of these years that we've been aiding these 
people. Whether it is counterpart or what it is. I want to ask you 
something. You're building up the standard of living in Greece. 
What’s going to take care of the people when ECA aid stops ? 

Mr. Jenkins. They have had to have outside aid for many, many 
years, 
~ Mr. Bonner. Well, I mean then—will they find themselves, hav- 
ing their standard of living elevated, in a worse position in the end 
than they were in the beginning ? 

Mr. Jenxins. Well, their standard of living before the war was 
the lowest of all Europe. The average income of the farmer in 
(zreece was $100 per year. They are all today still living on about that 
basis, on a near-starvation level. So, when I say that I think, per- 
sonally, that the level of today is something like 1938 or 1936, it is 
still an abysmally low level. To the point that where these people 
in the hills and the villages are rather ready prey to Communist 
agitators. 

Mr. Mreaper. Mr. Chairman, could I ask one more question ? 

Mr. Bonner. Mr. Meader. 

Mr. Meaper. Mr. Jenkins, I'd like your view on the relationship 
between the ECA and the State Department, and other American 
activities in Greece. Are you satisfied with the organization as set 
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up, the functioning of ECA under the past set-up, or under the new 
organization ¢ 

Mr. Jenkins. I think you came in after I had expressed myself on 
that point. I might say briefly that the kind of integration and 
cooperation made mandatory under the Mutual Security Act is some- 
thing we’ve had here for the past several years. There has been this 
concept right along that the Ambassador here has been the chairman 
of the team, and in case of differing views among MAAG, ECA, or 
Embassy, he is consulted as the umpire, and his ruling always goes. 
And I think the relationship has been not only effective, but most 
friendly. 

Mr. Meapver. That’s all. 

Mr. Bonner. Did you have any more questions? 

Mr. Dorn. Mr. Chairman, apparently at one time—the main pur- 
pose—I know the reason why some of us—I know that I did—voted 
for the Greece and ‘Turkey loan, was the apparent way that many 
people were falling for the Communist doctrine, and evidently that 
was due to certain economic conditions. Now what is your opinion 
of how far we have progressed along that line? In raising the eco- 
nomic standard of living of the Greeks, who might fall prey to this 
Communist doctrine ¢ 

Mr. Jenxins. If I may give you a personal and somewhat sketchy 
view of the situation, I would say that one of the most substantial 
contributions of American aid here has been not so much the physical 
reconstruction of a war-blasted country, as that we have given the 
Greeks some hope. We have shown them that they have a friend 
across the ocean. And believe me, that counts in a place where they 
lead a poor, hard life. And we've also, by our execution of great 
reclamation works and things of that kind, given them a feeling that 
some day maybe Greece will be a going concern, and I assure that 
even humble Greeks are conscious of this beggar role that Greece has 
been playing for so many, many years, and they don’t like it. They 
area proud people. ‘They don’t like to be told about their continuing 
trade deficits. They'd like to get out of that. They would like to get 
off our backs, and they say so, too. And they mean it. 

Mr. Dorn. Mr. Chairman, I think there’s one other question that 
I think the committee is interested in. At one time, Greek people 
were a strong maritime nation. Not so many years, they had a numn- 
ber of tons of shipping facilities, which enhanced that economy. Has 
much effort been made to revitalize the shipping industry / 

Mr. Jenkins. Yes; there has, and I shall refer this to Mr. Calvert 
in justa second. Let me tell you briefly that in terms of ships owned 
by Greeks today, Greece is still a great maritime country. But, un- 
fortunately, due to most repressive governmental measures, the Greeks 
shipping has escaped to foreign flags to the extent of what, Calvert— 
80 percent ? 

Mr. Catyert. Somewhere around 80 percent. 

Mr. Jenkins. Do you want to sepak on that, Mr. Calvert? 

Mr. Catvertr. The problem here in getting the Greek-owned vessels 
back under the Greek flag has been one of taxation; particularly where 
the Greek Government in the past has been prone to tax retroactive 
taxes, and the Greek shipowners have found themselves in the position 
after having gone through a stage of rather fertile years, and then 
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have all their profits taken away by retroactive taxes, these activities 
on the part of the Government. Consequently, they have gradually 
pulled their ships away from the Greek flag, and put them mostly 
under the Honduran or other flags. Some of them are under the 
United States flag, and some of them are under the British flag. 

Mr. Dorn. Do these ships contribute much to the economy of 
Greece ¢ 

Mr. Catverr. No; these ships do not go under the economy of 
Greece, because these ships are registered under foreign flags, and 
taxes are paid to foreign governments. 

Mr. Bonner. Most of them are registered under the Panamanian 
flag, is that right ? 

Mr. Catverr. And Honduras. 

Mr. Bonner. Now, does this financial statement represent the ships 
that we made available to Greece, the Liberties / 

Mr. Catvert. They are under the Greek flag. 

Mr. Bonner. Well, I’m asking questions. Does this financial state- 
ment represent the value of—include the value of ships from our sur- 
plus fleet in the reserve fleet which we transferred to Greece ? 

Mr. Catvert. No. 

Mr. Bonner. So then, this financial statement does not give a com- 
plete picture of our American aid to Greece. 

Mr. Jenkins. Some of these ships, of course, were bought by the 
Greek shipowners. 

Mr. Bonner. Well, they were bought under the Ship Purchase Act, 
which is practically a give-away. 

Mr. Canvert. Well, ‘they are being paid for by the Greek owners. 

Mr. Bonner. And they are registered in some other country 

Mr. Catvert. They are registered—the most of them—in Greece. 

Mr. Bonner. The Liberties? 

Mr. Catvert. Yes, the Liberties. 

Mr. Bonner. How many do you have ? 

Mr. Catvert. A hundred of them—98, I believe. 

Mr. Bonner. Under the Greek flag in this country. 

Mr. Catvert. Yes, sir. All of those Liberties that were made avail- 
able by the United States, to Greece, and purchased by Greek ship- 
owners, are under the Greek flag. 

Mr. Bonner. And taxes are being collected 4 

Mr. Catvert. Taxes are being collected, and that’s a part of the 
contract. 

Mr. Jenkins. May I add a somewhat. colorful note to this dis- 
cussion about Greek shipping’ The fact is that the great upsurge 
of Greece as a maritime power some years ago was largely because 
a ship was usually owned and manned by a family from one of the 
islands, and the captain and mates right down to the cooks, were 
usually interrelated, in some way or other. They all worked for 
very small wages because of the fact it was a cooperative family 
enterprise. Then came under Metaxas the imposition of rules of 
unionization that ran what were traditionally very small operating 
costs, way up to the point where they ranked with us in that respect. 

Mr. Catverr. They are third. We, the United States, rank first; 
Canada, second; Greece, third. 








su] 
mi 
joi 
ho 
pic 








FEDERAL SUPPLY MANAGEMENT 799 


Mr. Bonner. That’s interesting. We have to get on because our 
time is slipping by. Now, we want to get into the question of 
supply matters, but there were some questions as between the Army 
mission and ECA. I'd like to have a better explanation of this 
joint mission between the British and the American missions. Just 
how does it function? Where the American commission starts and 
picks up and where does it 

Major General Harr. General Hart. I think, Mr. Chairman, the 
point you speak of is covered in a joint agreement. 

Mr. Bonner. Well, just quickly, what is it / 

Major General Harr. It has to do with the responsibilities of the 
British armed forces in Greece, as compared with those of United 
States Armed Forces in Greece. 

Mr. Bonner. Well, where do the British armed forces start their 
function, and where does it stop and where does it pick up again? 

Major General Harr. Sir, they have—— 

Mr. Bonner. What are the sizes? 

Major General Harr. Of the British mission, sir? 

Mr. Bonner. Is it slightly larger than our mission ? 

Major General Harr. Those figures I gave you yesterday, insofar 
as Army is concerned, I think it is approximately about 70 individuals 
over and above our present strength. 

Mr. Bonner. Particularly, what are they doing—what do they do 
here ? 

Major General Harr. Sir, they have responsibilities for certain 
types of training and supervision of various and sundry of the arms 
and services, and we have similar responsibilites for other types—— 

Mr. Bonner. Under a dual training program / 

Major General Harr. Yes, sir. 

* * * * * * * 


Mr. Bonner. Well, of course we’re aiding the British, and we 
come over here and find out that the British are with our units in the 
mission. I just want to get down to the economy of the missions. 
Could you elaborate on that ? 

Colonel Harvey. Well, sir, it would be—it is my understanding 

Mr. Bonner. Generally, what do you do? 

Colonel Harvey. In which the Joint Chiefs of Staff directed that 
certain responsibilities—the British retain certain responsibilities that 
they have had in Greece prior to the time that United States aid ar- 
rived. 

Mr. Bonner. What are they? 

Colonel Harvey. Those responsibilities include detailed organiza- 
tion of units. Incidentally, this is classified. 

Mr. Bonner. Now, what can be classified about—they are organiz- 
ing units, turning them over to you, then you take the units, then they 
get the units back again, when it goes into specific training programs. 

Colonel Harvey. What I mean by detailed organization is the T. O. 
& E. of the units, this organization—the British organization. We 
have approved the type of organization, like the artillery battalion. 
They take that into the terminology of their system. That’s what I 
mean by detailed organization. After it has been approved by us, any 
expenditures required or anything that involves expenditure of funds 
is strictly a United States Army responsibility. 
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Mr. Dononve. We pay for it, and they do certain functions. 

Colonel Harvey. They always help us. They do provide instructors 
at the technical corps training centers which is a combined one-mainte- 
nance set-up for the entire Greek Army. 

Mr. Bonner. Well, under this system, then, you'll never have unified 
command for the Greeks, will you ? 

Colonel Harvey. No, sir. The Greeks have a unified command, 
because we are unified with them, and 

Mr. Bonner. But you train them for two different supply organi- 
zations, don’t you ? 

Colonel Harvey. I wouldn’t say that, sir. No, sir. They’re not 
trained in two different ways. For instance, they are being trained in 
maintenance. The maintenance system is a British system, but we 
teach them the proper maintenance in the schools, for United States 
equipment, as we know it, because it is our equipment. 

Mr. Bonner. Well, after the British teach them, then you teach 
them over. 

Colonel Harvey. No, sir. We do not teach them in the same schools 
that they do. 

x % * * * * * 


Mr. Yosr. Mr. Chairman, may I say just one word to that? This 
is Charles Yost speaking. I think we’re in a period of transition in 
this respect. The Greek Armed Forces have been trained and guided 
by the British over a period of about 40 years, until the British had to 
drop their responsibility in 1947, and we came in. Due to the fact 
that they had had that training and had learned British methods, they 
are accustomed to them. It is necessary to have a gradual transition to 


our methods and our type of training. The transition is now in proc- 
ess. In time, I think, they will shift over more or less completely. It 
mav take some time. 

Mr. Donouve. Mr. Chairman, may I ask a question at this time? 

Mr. Bonner. Yes. 

Mr. Dononvr. General Hart, would it be fair to say that by and 
large, the general staff aspects of the situation are still British and the 
planning and over-all organization and general staff functions are— 
and primarily the special staff functions—are taken over by the United 
States? 

Major General Harr. I don’t believe that completely expresses. It 
goes further than that. 

Mr. Donontr. Mr. Jenkins, I’d like to ask General Hart—why, in 
your opinion, General, were the British in here so many years? A 
sort of protector of the Greek nation ? 

Major General Harr. Sir, if I may have Mr. Yost answer this ques- 
tion. I think he knows more about the background than I do. 

Mr. Yost. The British have, over a period of many, many years. 
taken a very deep interest, strategically, as well as economically, in this 
whole Near Eastern area, beginning with their interest with the Suez 
Canal back in the 1870’s, and for that reason you find that most of 
the armies in this part of the world have gone to Britain for their 
training and support. 

Mr. Dononvr. In other words, they have been in here to protect 
their own interests in the Mediterranean, by way of the * * * 
Suez? 
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Mr. Yost. Yes, sir. 

Mr. Dononvur. Now, we’re in here taking care of the responsibility 
and those interests that are wholly theirs. Is that right ¢ 

Mr. Yost. Well, I think we now feel that they are also ours under— 
as long as our present situation with Russia continues. 

Mr. Dononve. Well, tell me this, Mr. Yost. Is Britain making 
any contribution to rehabilitate Greece, or preserve its economy ? 

Mr. Yosr. She is no longer making any financial contribution. 

Mr. Dononvrt. What other contribution—what contribution other 
than financial is she making ¢ 

Mr. Yost. Well, the question of the military mission here, which 
they do continue, in this transitional phase, training and assistance. 

Mr. Dononve. Then, how are they being paid ¢ 

Mr. Yost. They are being paid from Greek capital. 

Mr. Dononvr. Out of the counterpart funds? 

Mr. Yosr. No. They are taking—I don’t believe that comes out 
of the counterpart funds. 

Mr. Krprie. No; it doesn’t come out of the Greek counterpart funds. 
However, it does result in a deficit. 

Mr. Dononvur. Which we are bolstering up with, to put it very 
bluntly, with our dough. 

Mr. Yost. Yes, sir. 

Mr. Dononvr. So then, we are paying for it. Would you say that? 

Mr. Kerrie. Yes, in that line of reasoning, we are. We're meeting 
the Greek State deficit. 

* * * * * * * 


Mr. Dononve. I’d like to direct a question to Mr. Jenkins. Is it 
not so, Mr. Jenkins, that considerable Greek capital is being invested 
in other countries ? 

Mr. Jenkins. Yes; that’s true. 

Mr. Dononvr. And, in your opinion, is there any way that such 
investments could be curtailed in the interest of the Greek economy, 
so that such investments could be made here, preventing the flight of 
Greek capital ? 

Mr. Jenkins. That’s right. Mr. Paige, have you a professional] 
view on that? 


STATEMENT OF ROBERT M. PAIGE, FINANCE AND PROGRAM 
DIVISION OF MUTUAL SECURITY ADMINISTRATION 


Mr. Pater. There are possibilities for somewhat tighter supervision 
of the foreign exchange control laws as passed by, without a great 
deal of cooperation from the government of the countries in which the 
capital is placed. I think the power of the Greek Government to 
control such capital is limited. Now, with reference to such drastic 
wartime laws that were put into effect in the United States, freezing 
the accounts, and permitting a release only under certain disclosures 
of information, that sort of thing, foreign price control, operating 
the treasury which was strictly a wartime operation, I think we did 
have the effect of giving security in governments in the postwar pe- 
riod, with some control over the capital of their citizens in some South 
American countries. I think what Greece could do to perfect the 
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business operator who’s making a profit in foreign trade, is to sanction 
more profits than he needs or his living in this country, while getting 
some balances abroad, is limited. 

Mr. Donouve. Is there much British capital invested in Greece? 

Mr. Paice. The notable examples have already been cited. The 
Athens-Piraeus Electric Co. is the Britishers’ own organization, and 
the Greek railway and one large agricultural enterprise, the Lake 
Copais operating 

Mr. Jenxrys. Fifty thousand acres of competent wheat. 

Mr. Dononver. Are there any hydroelectric plants? Controlled by 
the British capital ? 

Mr. Paice. No, sir. 

Mr. Dononve. Any other public utilities other than the ones that 
you have mentioned ¢ 

Mr. Pater. I know of none, sir. 

Mr. Bonner. Mrs, Harden. 

Mrs. Harpen. I'd like to ask Mr. Jenkins—what is the total number 
of personnel in ECA ? 

Mr. Jenkins. That figure was given—196. 

Mrs. Harpen. I didn’t hear it. 

Mr. Jenkins. One hundred and ninety-six Americans, four hun- 
dred and forty-six Greek nationals. 

Mrs. Harpen. How many women are included in that? 

Mr. Jenkins. Carney, can you supply those figures? 

Mr. Howe tt. I’m sorry. 

Mr. Bonner. Will you supply it for the record, please ? 

Mr. JENKINS. It’s quite a oi. number. 

Mrs. Harpen. That’s all. 

Mr. Bonner. Mr. Jenkins, I’d like to ask you a question. Did I 
understand that the food supply in Greece is inadequate to meet the 
requirements of the nation ? 

Mr. Jenxrns. It had to import—check on this—about 30 percent 
of its needs in foodstuffs. 

Mr. Paice. It’s less than that now. 

Mr. Bonner. Well, anyway, it’s inadequate. Now, the prime pur- 
pose of the ECA Mission is to build up the food supply. 

Mr. Jenkins. Correct. 

Mr. Bonner. What’s the percentage of the improvement over the 
number of years you have been working? When do you expect to 
meet the requirements ? 

Mr. Mace. It could be done in 3 years, sir, provided we had avail- 
able for the job about the amount of money which will be spent this 
year for importing food. 

Mr. Bonner. Well, food is the foundation of the economy of any 
country. Now what percentage of the money you spend here is used 
for the promotion of agriculture ? 

Mr. ; Among Of the investment program, Bob, what percent- 
age 

Mr. Bonner. No; of all the money that you are spending in Greece, 
what percentage is used for agricultural purposes? For the pro- 
motion of the production of foods? Just summarize it briefly. 

Mr. Keprre. Twenty-five percent. 

Mr. Bonner. Twenty-five percent. Seventy-five percent is going 
for something else, and the only way you'll ever get this country on 








its f 
cent 
M 
M 
plac 
M 
a lai 
port 
M 
food 
M 
M 
dade 
beea 
the ) 
it, y 
M 
M 
Whi 
buil 
M 
M 
M 
M 
M 
the 
iden 
M 
cont 
M 
a gr 
suffi 
M 





FEDERAL SUPPLY MANAGEMENT 803 


its feet is to produce food sufficient to sustain the people; yet 75 per- 
cent of your expenditures is going for something else, so—— 

Mr. Jenkins. Mr. Chairman. 

Mr. Bonner. You are on an unsound basis to start with—that’s the 
place you’ve got to start with. 

Mr. Yost. Mr. Chairman, I think the answer to that is that such 
a large proportion of the expenditure has been spent for current im- 
ports, for the food which has to be imported, for raw materials. 

Mr. Bonner. You mean that 75 percent of our expenditures is for 
food? 

Mr. Yosr. Not that much, but a large percentage. 

Mr. Bonner. Now, we could do away with all these fancy doo- 
daddles, and get right down to business. We'd be better off here, 
because that’s where you’ve got to start. You’ve got to start feeding 
the people and letting the people be self-sustaining. All the rest of 
it, you can build it up as high as you want to, but it will never last. 

Mr. Ward. 

Mr. Warp. I wanted to ask Mr. White a few questions here. Mr. 
White, do you have any unidentified property in these various 
buildings ? 

Mr. Wuirer. You mean these buildings here, sir? 

Mr. Warp. No; I mean in the warehouses. 

Mr. Wurre. A small amount, sir. 

Mr. Warp. Is it in boxes or what is the general nature of it ? 

Mr. Wurre. I misunderstood the question. I thought you meant 
the source had been identified. We have no material which is not 
identifiable as to the content. 

Mr. Warp. If someone is sent over to you to assist in inventory- 
control problems, can you make some people available to assist ? 

Mr. Wuire. We can make a few, sir, but I think that we will need 
a group to come over, a technical assistance team, and we do not have 
sufficient qualified warehouse supply personnel. 

Mr. Warp. Can some of those come from the military sources here ¢ 

Mr. Wuire. That’s military matter. 

Mr. Warp. General Hart ? 

General Harr. I think Colonel Harvey could answer that question. 

Colonel Harvey. Well, we, our personnel at the present time are 
so limited, and I don’t believe they would be qualified to identify 
certain civilian goods in Greece. If they were military-natured, yes, 
we would, assist all we could—in fact we would now. I don’t believe 
we could contribute personnel for that. 

Mr. Warp. That’s all I have. 

Mr. Bonner. What are your G+ problems, Colonel Harvey ? 

Colonel Harvey. Our biggest problem is getting the maintenance of 
the Greek Army up to the standards we think it should be. 

Mr. Bonner. Can’t we develop it any? 

Colonel Harvey. We are proceeding along those lines and I believe 
within another 18 months we will have them up to that standard. 

Mr. Bonner. There were some questions asked you yesterday which 
you say that you would have to refer to ECA. Do you recall what 
they were? 

Colonel Harvey. One of the questions has been answered, sir. That 
was the question of whether the counterpart funds were considered 
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in the percentage shown in the military requirements against the 
total revenue of Greece. In part, I think that was answered. I do 
have a point, sir. We have a brochure that is a combined mission, 
which includes the speech I was going to make this morning, and 
which many points were covered “yesterday, I'd like to give this 
copy to get it on the record. 

Mr. Bonner. Y es, Without cbjection it may be placed in the record. 

Colonel Harvey. At the same time, there are two points I'd like to 
point out that I think are quite interesting. One of them is on re- 

captured surplus. We're constantly here in the military, with Mr. 
W hite’s group-in the ECA, going out to these w arehouses, and as the ry 
inventory these warehouses, they send the inventory slips to the mili 
tary. We go through those slips in detail—Army, Navy, and Air 
Force—and every item on there that is of military significance is— 
that we could use, then we cancel like items in the United States to 
save dollars, and go pick this stuff up. Now we saved $2 million last 
year on just ECA warehouses alone under the various ministries here 
in Greece. Besides, there’s a million dollars that I mentioned yester- 
day—in pierced steel planking—and another $8 million additional 
thrown on the local industry. So I think that we can say that we are 
approaching the problem in a manner in which you would like. An- 
other statement that was made yesterday was the new section oi 
Public Law 165 in which I stated that we had not received any 
guidance from Washington. I think, sir, in view of the information 
we did receive in the cable replying to our cable, that the reason for 
that is that the law was not signed until the 10th of October, and the 
military and the Munitions Board, and so forth, in Washington, just 
didn’t have time to give us the information. Well, in the meantime. 
we'll freeze it here and wait for developments. 

Mr. Bonner. Mr. Roback. 

Mr. Rospack. Colonel Harvey, with regard to organization of 
the Greek Army supply system, do you get any policy guidance from 
the Department of Defense? Are any criteria submitted to you? 

Colonel Harvey. What we’re trying to do is develop it along our 
own lines of policy. 

Mr. Bonner. That doesn’t answer the question. 

Mr. Rornackx. Do you have any documents from the Department 
of Defense with regard to the minimum standards, or criteria for 
organization ? 

Colonel Harvey. Not as an organization—not for organization it- 
self but an increase in the field, like in maintenance, we use our own 
training manuals; in stock control we use our own stock-control system 
that we have in the United States. Requisition procedures we use the 
same as we use in the United States. Storage, such as to fire protec- 
tion, firebreaks, such as that, we use our system, our field manuals. 
We have people out in these installations—technicians. They take 
these manuals, go right out there and teach these people our system; 
our own field manuals are the guide. 

Mr. Ropack. Well, with regard to relationships among the common 
services, any change would originate here, wouldn’t it? 

Colonel Harvey. Well, from the mission; that’s correct. 

Mr. Dononvr. How isthe Army paid? I mean, how is the military 
mission paid? American military mission—is it out of the Greek 
economy ¢ 
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Mr. Yosr. By appropriated funds, sir. I don’t know whether that 
is recaptured through MDAP or not; I don’t know that side of it. 

Mr. Dononvr. How is the ECA personnel paid / 

Mr. Jenkins. By the American Government, except the ECA Greek 
help is paid out of the 5 percent. 

Mr. Kerete. The local—in the case of the local costs the ECA per- 
sonnel are paid out of counterpart funds. For example, allowances. 
Anything that would be spent here that can be spent in drachmae is 
taken out of the counterpart. 

Mr. Dononvr. The salaries are all paid out of American appropri- 
ations. 

Mr. Kerrie. The salaries are. 

Mr. Dononvr. That’s all. 

Mr. Jenkins. Will you point out that statistical report which you 
might like—which we have in multiple copies. It is a virtual statis- 
tical cross section of Greece as of September 30. 

Mr. Bonner. Mr. Jenkins, to you and your staff: It always falls my 
unpleasant duty to tell about the economy of America. We are 
spending now six-sevenths of our budget on defense, for peace and 
the upbuilding of the world. The American people are getting very 
impatient. ‘Taxes have reached the highest stage. They can’t go 
any higher, and all fhede foreign expenditures are getting to be a 
sore subject with the American citizen. You, gentlemen, are tax- 
payers like us and others back at home, and unless more is produced 
than has been produced by ECA and others in these countries, there 
is going to be a terrible reaction at home. All these fancy things, such 
as those we are varrying on here, building up a standard of living 
that the people can’t sustain themselves, are going to leave these 
people in a worse fix than they were in the beginning, because we'll 
walk off—we’ll walk off and they'll have nothing. So it’s the hope 
of this committee that more economy can be practiced in our 
foreign missions, and that more results can be shown that are funda- 
ments ally of advantage to the people. Something that they can try to 
adhere to in the future after we've left. And I tell you, gentlemen, 
that there’s going to be a tremendous reduction in our appropria- 
tions for all these kinds of things in the future. Our country just 
is not going to stand it. The people, as I said, are getting very im- 
patient, and they've been generous: they’ve been willing to give. 
We want to perpetuate and maintain an unimpaired national defense. 
Of course, your mission is part of the national defense—part of the 
peace effort. The people at home feel that more can be accomplished. 
Thank you very much for your cooperation. 

Mr. Yosr. Mr. Chairman, I wonder if I can make one concluding 
remark, 

Mr. Bonner. Yes, Mr. Yost, please do. 

Mr. Yosr. A’ number of the questions have revolved around what 
we are really getting out for all the money we have poured into 
Greece, and I think the answer can be given, recapitulated very sim- 
ply in five points. First, we have saved Greece from what would 
almost certainly without our aid have been Communist people. Sec- 
ond, we have supported and are continuing to support an army far 
out of proportion to the size of Greece, which can and is playing a 
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very important role in the joint defense of the west. Third, we 
have rebuilt the ravages of the German occupation and the 2-year 
civil war. Fourth, we are continuing to bring in the essential im- 
ports, principally food, which enabled Greece to live, and to support 
that army in which we are interested. Finally, we are making real 
progress in the way of building up self-sufficiency, so that Greece wil! 
ultimately be able to carry on itself without our aid. We have a long 
way to go, but are making real progress. 
Mr. Bonner. Thank you very much, gentlemen. 


ATHENS, GREECE—EXHIBIT 1 
ECA MISSION TO GREECE 
{Issued August 23, 1951] 
GREEK GOVERNMENT COUNTERPART FUNDS REACH 9,276 BILLION DRACHMAS 


ATHENS.—The Greek Government’s counterpart fund reached a cumulative tota! 
of 9,276 billion drachmas as of August 1. Of this amount, 175 billion drachmas 
were added to the Greek state’s local currency recovery funds during the month 
of July. 

The over-all figure represents deposits made from the beginning of the Marshal! 
plan in April 1948, through July 31, 1951. 

The counterpart fund is made up from drachmas paid by Greek consumers for 
Marshall plan goods given to Greece under the European-recovery program. 
Various recovery projects throughout the country then receive the benefit of these 
drachmas which are channeled out by the Greek Government. 

Of the over-all total, 463 billion drachmas have been made available to the 
United States Government for American operating expenditures in Greece, while 
the balance, 8,813 billion drachmas, has been allocated to the Greek state to pay 
the costs of local recovery projects. 

The United States Government has withdrawn 115 billion drachmas from its 
account, leaving a balance of 348 billion drachmas. 

The Greek Government has taken out 2,438 billion drachmas for state-directed 
recovery projects, 296 billion drachmas for reconstruction loans to private indus- 
try and mining enterprises; 1,300 billion drachmas for refugees and indigents ; 
200 billion drachmas for financing import of capital goods under the loan program. 

Remaining in the Greek state account is a balance of 4,569 billion drachmas. 

Following is a summary of counterpart funds deposits and withdrawals from 
April 1948 to August 1, 1951. 

I. DEPOSITS 


Billions of 
drachmas 


Total deposits of counterpart funds by Greek Government 9, 276.3 
a> mF 


Transferred to U. S. Government 5 percent account 462.7 
Balance available to the Greek state, 95 percent account 8, 818. 6 


II, WITHDRAWALS FROM THE UNITED STATES GOVERNMENT 5 PERCENT ACCOUNT 


AS SE a en OS ee eS et eed 
B. For U. S. Treasury 


Total withdrawals from U. 8S. Government 5 percent account 
Balance in U. S. Government 5 percent account 


Ill. WITHDRAWALS FROM GREEK STATE 95 PERCENT ACCOUNT 


A. For reconstruction programs (state activity) : 
1. Agriculture: 
a. Research and extension 
b. Foresty and torrent control 
ce. Livestock improvement, veterinary services, etc___- 
d. Fishing____- 
e. Land reclamation 





Fe 


. 
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A. For reconstruction programs (state activity )—Continued Billions of 


2. Transportation and communications: drachmas 
a. Railroad construction......_.__.-.......-____---__-- 166. 0 
b. Reconstruction of ports and harbors____-.-.----~---- 109.0 
©: Armee CoUmireucuon. 2 8 be ene ov are e 38. 0 
i i wi areas ce 330. 0 
e. Telecommunications reconstruction____.-_-_______~- 19.5 
3. Community water supply and sanitation: 
a. Construction Athens-Piraeus water supply system__ 35.0 
b. Construction Athens-Piraeus drainage-sewer system_ 10.6 
4. Housing and public buildings: 
a. Construction and repair of private dwellings____--__~- 674. 0 
b. Construction of emergency shelter for refugees______ 25.0 
SMa ES” SERRE SRST SA ait Pei fl i eA hl ts Al Pha Ses 28. 0 
5. Public health: 
a. Construction of hospitals, sanatoria, health centers__ 85. 0 
ig. ae Tr a peso ie wane .6 
ce. Fabrication of water pipe for small communities___-~ 3.0 


6. Education and reorganization of public services: 
a. Rehabilitation and construction of primary and sec- 





OPI CTI ee sk ae ie 62.0 

. Reorganization of Public pervices... 3 JAS 2.0 

. Rehabilitation of vocational and technical schools___ 16.0 

7. Sasiiapadsctite and hydroelectric power____------_--_- Raid 51.0 
8. Mining: . 

i Oe WOR eee 17.0 

Wc ili MEIER * I I a a a ak ou a da <5 

a ee eae. a 

9. Promotion of tourism (Government) PENSE Ses ee RES Oo ORE Toe 43. 0 

10. Technical assistance to the Greek Government______________ 106. 0 

Is, peeenuaneeus............ Be A Eh tT ES SR A ae 84.0 

Subtotal state directed reconstruction program________ 2, 437.5 


B. For reconstruction program (private enterprise) (loans in drachmas 
to private industry and mining) : 
1. Through central loan committee (Bank of Greece) : 





a. Water and power development____-____--___--______ 5.2 
b. Fisheries_.____.~--_- NPE REIS RISES ME, Sea Fae 11.2 
a Ta bs dil ciate lcci ae waa 124. 0 
a a s 5.3 
e. Agricultural rehabilitation________ SPR ASES SORES Meee 42.9 
A ARE Bee a Sea OR Sec 11.4 
g. Guerrilla-stricken farmers__..._.__.__.________________ 15.3 
TR gS a Sree IE Es elf 4.8 
1. Seamer cE RAL ee SRE, ay, NE ee ae 1.5 
! ; Undistributed______ a AS RW ial Es SRA a Ce 29.1 
: 2. eg medium loan program (Agric ultural Bank) : 
. Loans to farmers___-___._____ EPS eT EER a ee ee TON 45. 0 
Subtotal private reconstruction______________ SHS? AORN ae a uo eee T 
Total withdrawals for reconstruction___.---_-____- 2, 734. 0 
C. For reimbursement to Greek state budget (expenses for refugees and 
IE Pi i htc sl neh aid itn hike ake Blain an aes 1, 300. 0 
D. For reimbursement to Corps of Engineers for POL and coal_________ 7.0 
1. Financing importation of capital goods under loan program________ 200. 0 
F. Advances for handling expenditures on industrial loans__...-- | 3.6 
| 3. Advances for handling expenditures on AMAG industrial loans____ 1.9 
Total withdrawals from Greek state 95 percent Account________ 4, 244.5 
Balance in Greek state 95 percent account_______..._. 4, 569. 0 


Notr.—All figures are rounded and do not necessarily add to correct final amounts. 
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ATHENS, GREECE—EXHIBIT 2 


PRESENTATION BY CoL. OLIVER C. HARvEY, G-4 ARMY Section JUSMAG 


1. Inspection by military personnel of mutual defense assistance program 
furnished equipment 

a. Inspection of incoming supplies.—(1) All military equipment and supplies 
furnished the Greek armed forces are first given a general inspection by United 
States Transportation Corps personnel on the ship, and at dockside. The equip- 
ment is then taken to an assembly area by the Greek armed forces where it is 
given a detailed inspection by Greek personnel who have been trained by the 
United States and British military missions. Any discrepancies are brought to 
the attention of Joint United States military aid group, at which time mission 
personnel inspect and take necessary action. 

b. Depot inspection.—(1) All supplies stored in depots or field installations are 
constantly inspected by mission personnel either assigned to the installation or 
field inspection teams sent out periodically from Joint United States military aid 
group every 1 to 3 months. Depot and installation inspections include salvage 
activities which will be covered later. 

ce. Unit inspections —(1) Inspection teams from the United States Army sec- 
tion are dispatched each week to inspect equipment in the hands of the various 
units in the Greek National Army. Reports are transmitted to the chief of staff, 
and inspector general of the national defense general staff, and to the chief of 
staff of the Greek Army for corrective action. The Navy and Air Force sections 
of the Joint United States military aid group pertorm similar inspections in the 
(ireek Navy and Air Force. 

2. Integration of military services in the field of procurement and distribution of 
common-use items 

In Greece we have what is known as the common-use program. This program 
was initially established to include all military requirements which were common 
both to military and civilian consumption and included food, forage, petroleum, 
oil, lubricants, textiles, and has now been expanded to those military items which 
are manufactured locally that require the importation of raw materials which are 
also common civilian import requirements. For example: all clothing for the 
Greek armed forces is provided by common contract by the army procurement 
branch for the cloth, and the finished uniforms for the army and air force are 
made by the seven hundredth military clothing factory. Mess kits, canteens, and 
individual equipment have also been designated for centralized procurement. A 
committee has been formed in the national defense general staff to select all 
common items and place them under centralized procurement. 

Storage and distribution of common items by one service has not, as yet, been 
realized except for subsistence which is stored by the Army and is issued to the 
Greek Air Force and Greek Navy on a periodic schedule to replenish their stock 
levels. This problem is under study by the national defense general staff and 
every effort will be made to place as many common use items under centralized 
storage and distribution as the disposition of units will permit. Small purchases 
are procured locally by the three (3) services, similar to our system in the 
United States. 

3. Federal supply management, military activities 

a. General.—(1) The Greek armed forces are organized on the British sys- 
tem, modified to some extent by Greek and United States systems, in order to 
colnply with existing Greek laws and with Mutual Defense Assistance Program 
requirements. Most of these modifications are in stock control and requisition- 
ing procedure. 

(2) Military supply management as we know it in the United States has not 
heen set up as such in the Greek armed forces, but is considered an integral 
part of the Greek general staff system. Problems which arise and cannot be 
resolved on the staff level are referred to specially formed committees for recom 
mended solutions. An example of this system is a recently formed purchas 
ing committee in the Greek National Army, studying the possibility of centralized 
procurement of items now being locally procured. It was found that loc:! 
funds allocated for the local procurement of spare parts and related items were 
limited and that there was a tendency to compete on the local market, resultin:e 
in duplications and higher prices. As a result, all local procurement of vehicular 
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spare parts has been vested in a centralized procurement committee for base 
supply agencies. This committee plans to later expand to coordinate and cen- 
tralize all emergency local procurements. 

(3) Proper utilization of supplies and equipment are constantly under sur- 
veillance by the inspector general and the inspection directorate of the Greek 
general staff. In addition, Greek laws demand strict accounting methods fixinz 
accountability which cannot be resolved except by the general staff. All officers, 
including staff officers, are held personally responsibile for proper utilization of 
all supplies and equipment. Individual soldiers are also held liable for every 
item issued to them and must account for these items upon discharge. 

b. Disposal and recapture of surplus stocks—(1) Disposal.—Generated serv- 
iceable surplus stocks are sold by the Greek armed forces and by law the 
proceeds are turned over to the national defense fund which is adininistered by 
the Prime Minister. This fund cannot be used except for the purchase of addi- 
tional military equipment for the armed forces. 

Captured serviceable surplus equipment is also sold by the Greek armed forces 
and by law the proceeds are turned over to the Ministry of Finance and de- 
posited in the national treasury. 

Surplus property involving United States Army military aid funds to date 
consist of nontariff shoes, nontariff blouses, and paris green, all of which wil) 
be reported under the recently enacted Mutual Security Act of 1951. In addi- 
tion, small quantities of spare parts for aircraft have been declared for re- 
distribution by the United States Air Force Section. 

Because of the lack of equipment in Greece after the German occupation and 
the recent Communist warfare, little or no surplus has been generated, except 
that attributed directly to nontariff sizes or reorganization of the armed forces. 
Because of the delay in receiving some Mutual Defense Assistance Program 
equipment, obsolete and captured equipment is still being utilized and supported 
through cannibalization and cannot be declared surplus at this time. When 
equipment on order arrives, obsolete British and captured equipment which 
cannot be supported will be declared surplus to the needs of the Greek armed 
forces. It is planned to issue some of this equipment to the home guard which 
is a local civilian security agency. 

(2) Recapture.—(a) Through arrangements with the Greek armed forces and 
the Economic Cooperation Administration, surplus supplies and equipment in 
state-owned warehouses under control of the various ministries have been 
made available to the Greek armed forces. As a result, some items which would 
have been procured on the local market or through direct United States mili- 
tary channels, have been made available from this source, freeing addi- 
tional funds for the procurement of critical military shortages. The Army, Navy, 
and Air Force Sections of Joint United States military aid group receive weekly 
reports from the Economic Cooperation Administration on these surpluses which 
are carefully screened and requisitioned by the Greek armed ferces if required. 
To date only one surplus item in the Greek armed forces has been reported to 
other governmental agencies for disposition. This item was paris green, excess to 
army requirements, and was not required by other Government agencies. Ap- 
proximately $2,000,000 worth of surplus property has been recaptured from 
loeal government warehouses for use by the Greek armed forces. In addition, 
about $1,000,000 in Pierce steel planking for airfields, the proceeds which would 
have reverted to the British Government under surplus property agreements be- 
tween Great Britain and the United States have been recaptured and United 
States requirements for Greece reduced accordingly. 

(b) Salvage and scrap.—All salvage and scrap generated by the Greek armed 
forces is first concentrated in depots and must be stripped of all usable material 
which is placed in depot stocks. The remaining salvage and serap is then in- 
spected by a board of officers and formally declared as available for sale. 

The Greek Army, Navy, and Air Force are, at this tim, in the process of de- 
claring all excess scrap material to the state disposal agency (ODISY) to be 
applied against Greek-Italian agreements. The Greek Air Force and Navy have 
already declared scrap to the disposal agency while the army has indicated ap- 
proximately 5,000 tons as being available for the next sale. 

Scrap being generated in the Greek armed forces at this time consists mostly 
of old equipment left here by the British when the United States assumed re- 
sponsibility for Greece, old Greek equipment, captured equipment, and surplus 
stocks from United Nations Relief and Rehabilitation Administration and the 
disbanded engineer district. 
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4. Policy on utilization of Mutual Defense Assistance Program generated salwaye 
and scrap 

a. Past Mutual Defense Assistance program legislation did not make any 
provisions for the recapture of Mutual Defense Assistance Program generated 
scrap. The military mission, however, in cooperation with the Economic Coop- 
eration Administration, has informally agreed with the Greek armed forces that 
all generated scrap would be declared through the Greek surplus agency 
(ODISY) to be applied against Greek-Italian agreements. 

It must, however, be pointed out that military mobilization planning estimates 
that Greek industrial requirements of scrap, steel, and iron will be approximately 
60,000 tons per year, with a minimum scrap copper requirement of 4,000 tons per 
year. Preliminary estimates show that after the third year requirement for Italy 
is met, it may prove difficult to generate sufficient scrap even for local industry. 


5. Public Law 165 (Mutual Security Act of 1951) 

a. Section 524 of Public Law 165, dated October 10, 1951, states that the 
President will make appropriate arrangements with each nation receiving 
equipment or material under the Mutual Defense Assistance Program Act of 
1949, as amended, for the return to the United States of all salvage, scrap, 
or distribution of equipment no longer required for the purpose originally 
furnished. 

A copy of this law was received about November 1, 1951. The military mis- 
sion has cabled Washington for information and guidance reference to this 
subject. Information has just been received from the Department of Defense 
that periodic lists of matériels to be returned to the United States will be 
furnished by the Munitions Board. Present special regulations are now being 
revised as to the disposition of obsolete and surplus military equipment; a 
draft copy of this regulation has been air mailed to Joint United States mili- 
tary aid group and is expected any day. 


ATHENS, GREECE—EXHIBIT 3 
AMERICAN EMBASSY 
ECA MISSION TO GREECE 
Jornt U. S. Mrtirary Apvisory Group 


I, INTRODUCTION 


1. With the approval of Public Law 75, Eightieth Congress, on May 22, 1947, 
the United States initiated its program of aid to Greece and demonstrated its 
willingness to assist those nations which were imminently threatened anid 
were actively resisting communist aggression. The considerations involved in 
American assistance to Greece, involving as it has congressional examination 
annually since 1947, are now well understood and widely supported by the 
American people. By the end of 1949 internal security was restored in Greece 
and Greece had begun her reconstruction program in earnest. 

2. Since the attack in Korea in June 1950, however, new military require- 
ments have been placed on Greece to provide for her security against foreign 
aggression and, with the imminent entry of Greece into the North Atlantic 
Treaty Organization, to play her appropriate role in the mutual security ar- 
rangements of the free world. From the beginning the administration of United 
‘States aid has presented difficult problems in balancing the military require- 
ments for restoring internal security against the economic requirements for 
reviving and strengthening production in Greece. Continued substantial assist- 
ance to Greece under present international conditions is indispensable if Greece 
is to make and maintain an adequate preparation for her national security. 
For this reason not only the efficient management and effective use of assis- 
tance, but also the total utilization of Greece’s own resources continue to be 
imperative. Such management involves careful analysis of Greece’s require- 
ments in the light of her own availabilities. The purpose of this brochure is to 
provide an outline of the supply management methods and problems involved 
in insuring maximum effective utilization of United States assistance. 
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II. ORGANIZATION OF UNITED STATES MISSIONS IN GREECE 


8. United States aid to Greece is administered under the leadership of the 
ambassador, John E. Peurifoy. Economic assistance to Greece, which had 
been initiated under Public Law 75, Hightieth Congress, has been the primary 
responsibility of ECA since 1948. The ECA mission is presently undergoing re- 
organization in conformance with the requirements of the Mutual Security Act of 
1951. Mr. Roger Lapham is the chief of the mission and Mr. Paul Jenkins is 
deputy chief of mission. Military assistance programing and military advice 
to the Greek armed forces is the responsibility of the Joint United States Mili- 
tary Advsory Group under Maj. Gen. Charles BE, Hart, who has only recently 
assumed command. 


Ill, COORDINATION OF MILITARY AND ECONOMIC EFFORT 


1. The close coordination of military and economic effort reflected in the spirit 
of the Mutual Security Act of 1951 has for a long time been weil established in 
the administration of United State assistance to Greece. Inasmuch as Greece's 
requirements in either the military or the economic sphere alone are far in 
excess of her own ability to provide, United States representatives in Greece 
have from the beginning of the United States assistance program been forced 
to coordinate and balance their programs in such a manner that Greece could 
meet its responsibilities for defense and at the same time continue an economic 
program designed to increase Greek productivity. Many of the projects under- 
taken in the economic development program have added measurably to the 
potential military defensive strength of Greece. Airfields, railroads, ports, roads 
and communication projects directly contribute to Greece’s defense potential. 
Greek industry, with the assistance of loans made with economic assistance 
funds, is now producing items required by the Greek armed forces which formerly 
could be procured only in the United States or in the United Kingdom with 
United States dollars. Conversely, United States military and economic author- 
ities have worked closely with the Greek Government to insure that Greece's 
military expenditures (now in excess of 40 percent of its budget) do not foreclose 
the development of further economic productivity, which is so critically needed. 
Early in 1951 projects of especial military interest were inaugurated on the 
basis of both civilian and military need and priorities of construction were estab- 
lished in accordance with these requirements. 


IV. SECTION 524 OF THE MUTUAL SECURITY ACT 


5. Section 524 of the Mutual Security Act (Public Law 165, 82d Cong.) pro- 
vides that the President shall make appropriate arragnements with each nation 
receiving equipment or material under the Mutual Defense Assistance Act of 
1949, as amended, for the return to the United States (1) for salvage or scrap, 
or (2) for such disposition as the President shall deem to be in the interest of 
mutual security, of any of such equipment or material as is no longer required 
for the purposes for which originally made available. This section is intended 
to apply to equipment or materials which are part of the military assistance 
furnished under the Mutual Defense Assistance Act, including the military 
assistance furnished to Greece and Turkey out of funds authorized to be ap- 
propriated under title IT. 

6. Documents containing the basic instructions for negotiating an agreement 
With the Greek Government in implementation of section 524 of the Mutual 
Security Act are en route from Washington. Pericdie lists of materials to 
be returned to the United States will be furnished by the Munitions Board. The 
special regulations of the Department of Defense are now being revised as to 
the disposition of certain obsolete and surplus military equipment in compliance 
with the requirements of section 524. 

7. Pending the arrival and careful examination of instructions, it is difficult 
to anticipate what serap or what materials will be returned to the United 
States in compliance with the Mutual Security legis!ation. This will involve 
consideration of the position of the United States in suporting the Greek economy 
at this time and of Greek requirements for scrap materials, both within its 
own economy and to meet its reciprocal obligations to Italy under the Italian 
reparations agreement. The Italians use these materials to manufacture finished 
preducts for Greek reconstruction. 

94756-—52——53 
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8. Prior to the approval of the Mutual Security Act of 1951 none of the legisla 
tion under which United States military and economic assistance has been fur 
nished to Greece has specifically provided for the recapture of matériel or scrap 


Vv. SUPPLY MANAGEMENT IN THE GREEK ARMED FORCES 


9. The Greek armed forces are organized on the British system, modified to 
some extent by Greek and United States methods in order to comply with exist- 
ing Greek laws and with mutual defense assistance program requirement: 
Most of these modifications are in stock control and requisitioning procedure. 

10. Military supply management as we know it in the United States has 1m 
been set up as such in the Greek armed forces, but is considered an integral pai 
of the Greek general staff system. Problems which arise and cannot be resolved 
on the staff level are referred to specially formed committees for recommended 
solutions. An illustration of this system may be found in a recently formed pur 
chasing committee in the Greek National Army, studying the possibility of cen 
tralized procurement of items now being locally procured. It was discovered that 
local funds allocated for the local procurement of spare parts and related items 
were limited and that there was a tendency to compete on the local market, 
resulting in duplications and higher prices. As a result, all local procurement 
of vehicular spare parts has been vested in a centralized procurement commit 
tee for base supply agencies. This committee plans to expand later in order to 
coordinate and centralize all emergency local procurements. 

11. Greek laws demand strict accounting methods fixing accountability whic! 
cannot be resolved except by the general staff. Proper utilization of supplies and 
equipment is constantly under surveillance by the inspector general and the 
inspection directorate of the Greek general staff. All officers, including staff 
officers, are held personally responsible for proper utilization of all supplies and 
equipment. Individual soldiers are also held liable for every item issued to them 
and must account for these items upon discharge. 


VI. DISPOSAL AND RECAPTURE OF SURPLUS STOCKS IN THE GREEK ARMED FORCES 


12. According to Greek law the proceeds of serviceable surplus stocks generated 
and sold by the Greek armed forces are turned over to the national defense fund 
which is administered by the Prime Minister. This fund cannot be used except 
for the purchase of additional military equipment for the armed forces. The 
proceeds of captured serviceable surplus equipment sold by the armed forces 
are turned over to the Ministry of Finance and deposited in the National 
Treasury. 

13. Because of the lack of equipment in Greece after the German occupation 
and the recent Communist warfare, little or no surplus has been generated, ex- 
cept that attributed directly to nontariff sizes or reorganization of the armed 
forces. Because of the delay in receiving some Mutual Defense Assistance Pro- 
gram equipment, obsolete and captured equipment is still being utilized and sup- 
ported through cannibalization and cannot be declared surplus at this time. 
When equipment on order arrives, obsolete British and captured equipment 
which cannot be supported, will be declared surplus to the needs of the Greek 
armed forces, It is planned to issue some of this equipment to the home guard 
which is a local civilian security agency. 

14. Disposal of surplus property involving United States Army military-aid 
funds to date consist of nontarff shoes, nontariff blouses, and paris green, all of 
which will be reported under the recently enacted Mutual Security Act of 1951. 
In addition, small quantities of spare parts for aircraft have been declared avail- 
able for redistribution by the United States Air Force Section of JUSMAG. 

15. Through arrangements with the Greek armed forces and the Eeonomic 
Cooperation Administration, surplus supplies and equipment in state-owned 
warehouses under control of the various ministries have been made available 
to the Greek armed forces. As a result, some items which would have been 
procured on the local market or through direct United States military channels, 
have been made available from this source, freeing additional funds for the 
procurement of critical military shortages. The Army, Navy, and Air Force 
Sections of Joint United States Military Aid Group receive weekly reports from 
Economic Cooperation Administration on these surpluses which are carefully 
screened and requisitioned by the Greek armed forces if required. To date 


1 For a list of legislation under which assistance has been provided to Greece, see annex A. 
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only one surplus item in the Greek armed forces has been reported to other 
covernmental agencies for disposition. This item was paris green, excess to 
Army requirements, and was not required by other agencies. 

16, Approximately $2,000,000 worth of surplus property has heen recaptured 
from local government warehouses for use by the Greek armed forces. in 
addition about $1,000,000 in steel planking for airfields, the proceeds which 
would have reverted to the British Government under surplus property agree- 
ments between Great Britain and the United States, have been recaptured and 
United States requirements for Greece reduced accordingly. 


VII. SALVAGE AND SCRAP FROM GREEK MILITARY EQUIPMENT 


17. JUSMAG, in cooperation with Economic Cooperation Administration, has 
informally agreed with the Greek armed forces that all scrap generated from 
the Mutual Defense Assistance program would be declared through the Greek 
Surplus Agency (ODISY) toe be applied against raw materials to be supplied 
under the Greek-Italian reparations agreement. 

18. Scrap being generated in the Greek armed forces at this time consists 
mostly of old equipment left here by the British when the United States assumed 
responsibility for Greece, old Greek equipment, captured equipment, and surplus 
stocks from United Nations Relief and Rehabilitation Administration and the 
disbanded engineer district. 

19. The Greek Army, Navy, and Air Force are, at this time, in the process of 
declaring all excess scrap material to the State disposal agency (ODISY) to be 
applied against Italian reparations. The Greek Air Force and Navy have already 
declared scrap to the disposal agency while the Army has indicated approximately 
5,000 tons as being available for the next sale. All salvage and scrap generated 
by the Greek armed forces is first concentrated in depots and must be stripped 
of all usable material which is placed in depot stocks. The remaining salvage 
and scrap is then inspected by a board of officers and formally declared as avail- 
able for sale. 

20. Distribution of salvage or scrap from equipment provided by the United 
States will be controlled by the terms of the agreement to be negotiated with 
the Greek Government in complying with the provisions of section 524 of the 
Mutual Security Act. 


VIII. INSPECTION BY MILITARY PERSONNEL OF MUTUAL DEFENSE ASSISTANCE PROGRAM 
FURNISHED EQUIPMENT 


21. All military equipment and supplies furnished the Greek armed forces are 
first given a general inspection by United States Transportation Corps personnel 
on the ship and at dockside. The equipment is then taken to an assemuiy area 
by the Greek armed forces where it is given a detailed inspection by Greek per- 
sonnel who have been trained by the United States and British military missions. 
Any discrepancies are brought to the attention of Joint United States Military 
Aid Group, at which time mission personnel inspect and take necessary action. 

22. All supplies stored in depots or field installations are constantly inspected 
by mission personnel either assigned to the installation or field inspection teams 
sent out periodically from Joint United States Military Aid Group every 1 to 3 
months. Depot and installation inspections include salvage activities which 
will be covered later. 

23. Inspection teams from the United States Army section are dispatched 
each week to inspect equipment in the hands of the various units in the Greek 
National Army. Reports are transmitted to the Chief of Staff and Inspector 
reneral of the National Defense General Staff and the Chief of Staff of the 
Greek National Army for corrective action. The Navy and Air Force sections 
of the Joint United States Military Aid Group perform similar inspections in 
the Greek Navy and Air Force. 


IX. INTEGRATION OF MILITARY SERVICES IN THE FIELD OF PROCUREMENT AND 
DISTRIBUTION OF COMMON-USE ITEMS 


24. In Greece we have what is known as the common-use program. This 
program was initially established to include all military requirements which 
were common both to military and civilian consumption. his program included 
food, forage, petroleum, oil, lubricants, textiles, and has now been expanded to 
those military items which are manufactured locally that require the importa- 
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tion of raw materials which are also common civilian import requirements. For 
example: all clothing for the Greek armed forces is provided by common con- 
tract by the Army procurement branch for the cloth, and the finished uniforms 
for the Army and Air Force are made by the seven hundredth military clothing 
factory. Mess kits, canteens, and individual equipment have also been desix- 
nated for centralized procurement. A committee has been formed in the Na 
tional Defense General Staff to select all common items and place them under 
centralized procurement. 

25. Storage aud distribution of common items by one service has not, as yet 
been realized except for subsistence, which is stored by the Army and is issue 
to the Greek Air Force and Greek Navy on a periodic schedule to replenish thei 
stock levels. This problem is under study by the National Defense Generi! 
Staff and every effort is being made to place as many cOMmon-use items under 
centralized storage and distribution as the disposition of units will permit. 
Small purchases are procured locally by the three services, similar to our system 
in the United States. 


X. DISTRIBUTION OF CIVILIAN SUPPLIES AND EQUIPMENT 


26. The problem of insuring that all goods and equipment in Greece, from 
whatever sources obtained, are put into effective use in the Greek economy has 
long heen a preoccupation of United States representatives in Greece. Con 
tinuing pressure has been applied to the Greek Government to this end.? At 
this time the problem of surplus, unused, and unusable materials in Greece 
continues to be a major problem. However, as a result of continuous effort t! 
problem has now been reduced to manageable proportions and the stocks of 
such materials are steadily diminishing. 

27. In analyzing the problem which has confronted Greek and American au- 
thorities, it should be appreciated that the Greek governmental administrative 
machinery had suffered severely from the effects of the German and Italia: 
occupation during World War II and the subsequent efforts of the Communists 
in 194445 and 1946-49 to seize power in Greece. At the end of World War II, 
Greece was in a critical situation—its population was virtually starving, the 
country had been stripped bare of movable equipment by the Germans, and 
public facilities, ports, bridges were destroyed. Unhappily, in contrast to 
Western Europe, internal tranquility was not restored until the autumn of 194). 
The newly reconstituted Greek Government was called upon to distribute aid 
supplies with utmost speed in the tremendous volume which was required to 
save and ultimately to reconstruct Greece. (See annex B.) Another important 
factor in this problem derives from the inherent tendency to put things aside in 
anticipation of the day when foreign assistance will no longer be available to 
supplement the resources of Greece. During the years of occupation the hid- 
den and hoarded supplies had often provided the only margin of survival. 

28. The first major effort to assist Greece was provided by UNRRA which 
brought in great quantities of supplies and equipment under emergency condi- 
tions which did not provide opportunity for detailed planning. Many nations 
contributed to UNRRA, a few of them sending their own surplus stocks. Some 
of the supplies were unsuited to Greece and a small portion of these remains 
unused, 

2). After the inauguration of the Truman doctrine in 1947 large amounts of 
construction equipment were imported by AMAG to accelerate the reconstruction 
of roads, ports, and the reopening of the Corinth Canal. The construction work 
was handled by two American companies under the supervision of the United 
States Army engineers. In January 1949, the work was taken over by the Greek 
Ministry of Public Works. The equipment remained in the Ministry’s hands 
until September 1949, when it was turned over to a commercial enterprise know 
as EDME to maintain it, rent it to contractors working on State projects, and 
eventually to sell it. In early 1951, the Ministry of Public Works again took 
back the remaining equipment, using most of what was serviceable in the emer- 
gency defense program. 


2 Special note should be made of Ambassador Grady’s letter to the Prime Minister, dated 
March 11, 1949 (replied to by the Minister of Finance on July 22, 1949) : Ambassador 
Grady’s letter of October 11, 1949, and Mr. Porter’s letter of November 3, 1949 (both 
replied to by the Minister of Finance on December 3, 1949) ; Mr. Porter's letter of June 25, 
1959 (replied to by the Minister of Coordination on June 26. 1950) ; and Mr. Porter's letter 
of September 27, 1950 (replied to by the Prime Minister on October 30, 1950). 
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30. Equipment was brought in for other purposes. In carrying out the !ong- 
range plans to strengthen the Greek ecor my, Various reconstruction projects 
were approved and industrial loans were authorized to cover the dollar pur- 
chases of imported equipment and the drachmae costs of local plant construction. 
Some of these plans and projects have not yet been completed and certain 
equipment remains unutilized. 

31. In February 1949 the port of Piraeus was cleared of a great mass of 
material, but some of it was stored in other warehouses. Toward the end of 
i950, the problem had again become aggravated. Mr. Lapham, Chief of the 
ECA Mission, discussed it at some length with Prime Minister Venizelos. 

22. As a result, an organization, ASEDE, was set up in the Prime Minister's 
office in the Greek Government to work with the Controller’s Office of ECA to 
take action in this matter. It was decided to make a physical survey of all 
governmental warehouses. This operation, conducted jointly by ASEDE and 
the mission, started early in 1951. On November 1, 1951, it had covered over 
1,360 warehouses in about two-thirds of the country. 

38. The object of the survey is to seek out idle and unutilized supplies of a 
itical nature. The survey has also pointed out useless and unusable items. 
‘The reports are circulated to the Greek Government Ministries with copies to 
the ECA Mission divisions and procurement officials. The Government is asked 
of its plans for utilizing the supplies and replies are requested in 30 days. If 
not received, there is a follow-up. 

34. The Greek Government is now thoroughly aroused to the importance of 
putting every piece of material into effective use and ASEDE is functioning 
effectively. ivery requisition for American aid includes the certification of 
the Greek Government that this material is not available in Greece. 

35. A long-term solution demands that a proper supply accounting system be 
installed. Negotiations are under way with ECA/W for a qualified warehousing 
expert to come to Greece and advise on setting up a proper supply accounting 
procedure. This may involve a technical assistance team of some size. Now 
that Congress has enacted the Mutual Security Program extending until June 
30, 1954, a project to establish a proper supply accounting system acquires even 
greater importance. 





XI. OFLC CREDITS TO GREECE 


36. After the war Greece purchased for $55,000,000 United States surplus prop- 
erty which was located principally at dumps in Western Europe. These pur- 
chases were made under five letters of credit which were extended by the OFLC 
beginning May 16, 1946, and which were effective until June 30, 1949.2 Purchases 
neluded 96,000 tons of general supplies and 88,000 tons of shipping. General 
supplies included thousands of items with a number of large items such as air- 
planes, trucks, railroad engines and rolling stock, mules, ete. 

87. Terms of the credits called for repayment in United States dollars with 
interest at 23g percent per year. The first year’s interest was to be paid on 
July 1, 1948, and the principal was to be repaid in 25 equal annual instailments 
beginning July 1, 1952. The United States has the option of taking payments 
in drachmas for local expenses and in fact substantial amounts have been used 
in the foreign building program, in the exchange program for students and in- 
structors provided by the Fulbright Act, and for administrative expenses (see 
Annex ©). Greece has paid the interest due on these credits. 

88. A special Greek organization was set up October 29, 1946, by Public Law 
183/46 called Orgaization for the Disposal of Allied War Surplus, now popu- 
larly called ODISY, from the initials of the Greek words for which the fore- 
coing is a translation. ODISY is a Greek Government agency. Its operating 
expenses are paid by the Ministry of Finance. Its revenues are collected by 
State cashiers who are not employees of ODISY but of the Ministry of Finance. 

89. Surplus pronerty has been disposed of by sales to individuals, companies, 
and cooperatives; by grants to government agencies or to charitable ace 

1] by transfer to government agencies against a budgetary charge equal to 
7) percent of the price to the public. 

40, None of this property is known to have heen exported. There were some 
items such as tnes and miscellaneous material purchased in bvlk with other 
lems which were traded at the source of purchase for items more useful to the 


nei 












* Present obligations were fnenurred under Letter of Credit Agreements dated Mav 16, 
1946, September 25, 1946, October 4, 1946, May 15, 1947, and January 6, 1948. 
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ecohomy but not offered by OFLC. Because of the scarcity of commodities of 
all kinds in Greece, high handling costs and heavy taxes levied against this 
property when sold, and the fact most of it was sold at public auctions, it is 
doubtful that export from Greece would have been profitable. There is no 
record of repurchase of any of this material by United States agencies. 

41. The United States has no recapture rights in the surplus property sold 
by OFLC. 

XII. REGULATION OF IMPORTS 


42. In order to conserve foreign exchange all imports into Greece require a 
license from the Foreign Trade Administration, a Greek Government organiza- 
tion headed by Americans. 

43. Most imports of Greek capital goods are financed by the State. Machinery 
and equipment for reconstruction projects are approved jointly by the Greek 
Government and the ECA mission. Payments are made from ECA direct aid, 
hPU credits, or the Greek Government’s own exchange. Procurement follows 
a standard procedure as worked out in a procurement manual which was devel- 
oped with American assistance. The procedure requires that all possible local 
sources Inust be exhausted before off-shore purchasing is permitted. In foreign 
procurement preference is given to EPU countries unless special circumstances 
such as spare parts, ete., require American goods. In the above categories stock- 
piling must be checked carefully. 

44. Other capital imports comprise equipment for manufacturers who have ECA 
financed loans to increase productivity. A small amount of capital goods im- 
ports is for private account. ECA financed shipments are checked against arrival 
notices furnished by the Greek Government. The actual end use of the goods 
is checked on a spot basis. 

45. The Greek State procures directly certain foodstuffs needed for the basic 
Greek diet, and carries the inventories. They are distributed through normal 
trade channels, in some cases under a ration system. These foodstuffs are not 
hoarded by the Greek Government. Instead the Mission must insist that the 
Greeks retain reasonable stock levels and check to see that they do not dis- 
tribute too much. 

46. Fertilizers are also purchased in quantity by the Agricultural Bank (a 


Greek Government agency) and distributed to the farmers largely through 
co-ops. Other current imports are handled by private importers, often through 
ECA financing. All their imports are based on current needs and current stock 
levels. There is very little, if any, stock piling. 


XIII. THE SCRAP SITUATION IN GREECE 


47. It is estimated that there are no more than 300,000 tons of steel scrap in 
Greece. This is made up of about 100,000 tons in shipwrecks ; some in waters too 
deep for salvaging; some too deep for economical salvaging. ‘There are about 
100,000 tons of land scrap. About 30 percent of this is in the Athens capital 
area (within 150 kilometers) and the balance scattered throughout Greece and 
the numerous islands. An active concentration program has been instituted by 
the Greek Government in which the Government will accept scrap delivered at 
customs houses located at seaports throughout the country. 

48. There are two steel mills in Greece using a total of 30,000 tons of scrap per 
year. This will be stepped up to 60,000 tons when their new. plants start operat- 
ing in February and June 1952. The production of these mills has greatly re- 
duced the need of importing a number of end-products, particularly reinforcing 
steel, of which about 60,000 tons are consumed in Greece annually. Consumption 
of cast iron by the two steel mills is said to be about 2,000 or 3,000 tons per year. 
Thirty thousand tons are due Italy under the reparations agreement. The Greeks 
can probably meet there requirements froin their own resources, but it is doubt- 
ful that any additional amounts can be made available for export. 

49. There is one modern copper smelter in Greece, financed with ECA funds. 
There are a number of small units. Requirements are 2,000 tons per year. There 
is about 4,000 tons copper, brass, and bronze scrap in the hands of the military 
which has been frozen for use of these mills. Their output is essential items 
only. Export licenses are being issued to private collectors for export to Italy 
against reparations raw materials requirements. In the past year 750 tons have 
been shipped. Outstanding export licenses total 275 tons. Collection of this 
material is a very slow process because there are no large quantities in the hands 


of single individuals 
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XIV. REPARATIONS FROM ITALY 


50. On August 31, 1949, an agreement was signed between Greece and Italy, 
under the terms of Italian Peace Treaty. Under this agreement Italy is obli- 
gated to pay to Greece $105,000,000 in goods and services from current production 
ina period of 5 years beginning July 1949. Greece must furnish to Italy the raw 
materials Italy ordinarily imports which are required for these goods. The 
value of these raw materials is added to the $105,000,000, the total being credited 
in the Bank of Italy against which the,Greeks can draw. 

51. This agreement is of the utmost importance to the Greek economy. During 
the year 1950-51 approximately $25,000,000 net in goods were delivered to 
Greece. A substantial portion of the reparations from Italy were in the form 
of machinery, which otherwise would have required additional United States aid 
to procure and which are essential elements in various develepment projects 
financed with United States economic assistance funds. For this reason it is 
highly important that Greece be able to meet her obligations under the repara- 
tions agreement. Because of the Korean conflict many raw materia's have 
become extremely difficult to procure. 

52. During the next year Greece is obligated to provide, under the reparations 
agreement, 182,000 tons of scran steel, or the eanivalent in other materials, of 
which 74,000 tons is en route or contracted for. In addition, Greece has military 
mobilization planning analyses which indicate Greek industrial requirements of 
scrap iron of approximately 60,009 toiis per year, and a minimum scrap copper 
requirement of 2,000 tons per year. Preliminary estimates show that after the 
third year requirements under the Italian reparations agreement are met, it may 
be difficult to generate sufficient scrap for local industry. 


ANNEX A 


Grant military and economic assistance has heen furnished to Greece by the 
United States pursuant to the following acts and agreements: 

1. Act to provide for assistance to Greece and Turkey—Publie Law 75, Eightieth 
Congress, approved May 22, 1947. This act provided for both military and 
economic assistance to be furnished to Greece and Turkey. 

2. Aid agreement between the United States and Greece, dated June 20, 1947, 
This agreement sets out the responsibilities and obligations of the Greek Gov- 
ernment in connection with the aid program administered by the American 
Mission for Aid to Greece. 

3. Economic Cooperation Act of 1948; title I, Public Law 472, Eightieth Con- 
gress, approved April 3. 1948S; as amended by Public Law 47, Eighty-first Con- 
gress. This act provided for economic assistance to Greece and other countries 
participating in the European recovery program, beginning July 1, 1948. 

4. Economic cooperation agreement between the United States and Greece, 
dated July 2, 1948. This agreement sets out the responsibilities and obligations 
of the Greek Government under the European recovery program. 

5. Greek-Turkish Assistance Act of 1948; title III, Public Law 472. This act 
amended Public Law 75 and authorized an additional appropriation not to 
exceed $275,000,000 for military assistance to Greece and Turkey in accordance 
with the provisions of Public Law 75, as amended. 

6. Mutual Defense Assistance Act of 1949; Public Law 329, Eighty-first Con- 
gress, approved October 6, 1949. Title II of this act authorized an additional 
appropriation not to exceed $211,370,000 for military assistance to Greece and 
Turkey in accordance with the provisions of Public Law 75, as amended, through 
the period June 80, 1950. 

7. Public Law 621, Bighty-first Congress, approved July 26, 1951. This act 
amended the Mutual Defense Assistance Act of 1949 and authorized an addi- 
tional appropriation of $131,500,000 for military assistance to Greece and 
Turkey in accordance with the provisions of Public Law 75, as amended, for 
the period through June 30, 1951. 

8. Mutual Security Act of 1951; Public Law 165, Eighty-second Congress, ap- 
proved October 10, 1951. This act further amended the Economic Cooperation 
Act of 1948 (Public Law 472) and Mutual Defense Assistance Act of 1949 
(Public Law 829). It authorized an additional appropriation not to exceed 
$396,250,000 to furnish military assistance to Greece and Turkey pursuant to 
the provisions of Public Law 75, as amended, and to Iran pursuant to the pro- 
visions of Publie Law 329, as amended. It also authorized appropriation not to 
exceed $1,022,000,000 for assistance pursuant to the provisions of the Economie 
Cooperation Act of 1949, as amended. Hence the Mutual Security Act author- 
izes appropriations for both military and economie assistance to Greece. 
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ANNEX B 


Votal aid in the form of goods and services received by Greece as of June 30, 1951 


Period October 1944 to June 1947: 
Economic: 
United States share, UNRRA-__ $312, 000, 000 
United States loan (OFLC) 14, 300, 000 
United States relief agencies_ 6, 006, 000 
British loan 116, 000, 009 
WORM AGES cece 28, 000, 000 
Non-United States share, 
UNRRA 104, 000, 000 
——_—_——_——— $580, 300, 000 
Military: 
British 200, 000, 000 
14, 000, 600 
—_——————__ 214, 000, 000 
—_—_—————— $794, 300, 000 
Period July 1947 to June 1948: 
Economic: 
United States 
United States 
relief 
United States loan (OFLC) _- 
United States (AMAG) 
United States relief agencies— 
Canadian relief 


(ECA) 
post-UNRRA 


29, 000, 000 
112, 600, 000 
1, 000, 000 
4, 500, 000 
204, 200, 000 
172, 000, 000 


Military: Umited: States sissies eet enantio 
376, 200, 000 
Period July 1948 to June 1949: 

Economic: 


United States 
United States 
United States 
United States 


(ECA) 

loan (OFLC) —- 
aid (AMAG)_- 
relief agencies_ 


Military: United States 


Period July 1949 to July 1950: 


Economic: 


United States (ECA)________ $& 


United States 


relief agencies_ 


Bailiitevy = Urniied Gites bk skis ee 


Period June 1950—July 1951: 


Economic: 
United States 
United States 


Total aid 


(BOA) S26 is 


relief agencies_ 


, 800, 000 
, 700, 000 
6, 500, 000 
2, 400, 000 
—— 260, 900, 000 

170, 000, O00 


253, 400, 000 


2, SUO, 000 
———— 256, 200, 000 
142, 000, 000 


$235, 500, 060 


1, GUO, GOO 


———————— 236, 500, 000 
Military: Gndted Stitet isnot ee ad 150, 800, 000 


430, 900, 000 


398, 200, 000 


886, 800, 000 





received by Greece from all sources 


Total grant aid received from U. S. Government 


Drachma drawn by United States against credits accruing from the 


ANNEX C 


surplus property to Greece 


Foreign building office program 
Embassy administrative expenses 


Fulbright 


is now being drawn. 


program expenses and grants 


($200,000 of this amount 
lulbright drawings are limited by agree- 


ment with Greece to $400,000 per year) 


Embassy 


travel expen 


3586, 400, 000 
865, 700, 000 


sale of 
, 263, 688 
845, 000 


1, 000, 000 
50, 000 


3, 158, 688 
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ATHENS, GREECE—ExHisir 4 


Murvar Security AGENCY, 
Washington 25, D. C., February 14, 1952. 
Hon. Herbert C. BONNER, 
United States House of Representatives, 
Washington 25, D.C. 

Dear Mr. Bonner: During the course of the Bonner subcommittee briefing 
by the ECA Mission to Greece in November, it is understood that you asked 
some questions as to what the administrative costs of the ECA Mission to 
Greece had been during each of the years of its operations, and what the ratio 
of these costs were percentagewise to the total aid furnished to Greece. These 
questions were not fully answered with the inforniation available at the meet- 
ing. 

We believe that the attached table will furnish the answers to your inquiry. 
You will note that the aid totals shown on the table differ from those furnished 
by the mission during your visit. This results from the fact that the totals 
given by the mission represent aid received, while those shown on the attached 
table are the aid allotted during the periods shown. The figures shown for 
administrative expenses do not inciude the expenses of attached United States 
personnel engaged in technical assistance activities. The dollar costs of this 
staff are included in the over-all costs of the technical assistance program. 
The technical assistance local currency costs are provided by the Greek Govern- 
ment and not from the United States portion (5 percent) of the local currency 
counternart account. 

Sincerely yours, 
GerorGE W, LAWSON, Jr., 
Director, Budget Division. 


Administrative expenses of ECA mission to Greece as related to aid granted 


























* : Administra- 
c , al ¢ 1 
Fiscal year Total aid tive expense ? Percent 
| | ry 
Ln ERE Lot et Se ER he eee ae eee MERE NE ee al $270, 000, 000 | $518. 080 | 0.12 
NO en ae ka ee ok kan ua ae 2 289, 700, 000 | 401, 300 .14 
ee ea Smevite hed -..----.-} 284,000,000 | 337, 349 "12 
| | } 
1 Total aid consists of following types of aid (in millions): 
Type of aid 1949 MSA/W | 1950 MSA/W | 1951 MSA/W 
| | | 
Speeds Gees), 52h ke Py Te NOS SMES GS ee | $191.7 | $156.3 | $166.9 
Ree Wa es 6 aiioy iz ege he de wack Chau bdkedy~ teu | 76.2 | 130.1 | 115.0 
a eae ere en en pe eames 2.1) 3.3 | 2.1 
289. 7 284.0 


Cone sod ire BO ie Be et | 270.0 | 

| 

? Represents direct United States dollar obligations. Does not include local currency (drachmae) obliga” 
tions from United States portion (5 percent) of counterpart account as follows: 





Local currency obligations 
for administrative expenses 


Fiscal year: (in dollar equivalents) 


rare ae cose dige Wik a Heae Sika eoie ke Sones gre it eee ERS se Mian Oh Ale Se ES RE eee Le CaO Sa $253, 052 
Dad. sd aeee betes esta dee etn ~ GS eh RS ie 2a alle adeceakes” Seen 
og a a ee gig Soke d dh bbb hinesid hace ep tohewl sila baci SON ck iahaets iiiy-e het aaicinin es ssA cin teaiive 689, 733 


ATHENS, GREECE--EXHIBIT 5 


AMERICAN AID TO GREECE, JULY 1, 1951 


After World War II Greece’s resources were exhausted and its people demoral- 
ized. The country suffered both physically and spiritually. Its industry, commu- 
nications, transportation, and trade were almost completely destroyed. Vicious 
inflations wiped out virtually all savings. Fear, want, and misery prevailed. 
In some sections there was actual hunger. Thousands of Greeks were shelterless 
and without means to support themselves. 
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Even worse, powerful ontside influences seriously threatened to rob Greece 
of its independence. In 1944, a foreign inspired and bloody Communist insurrec- 
tion, designed to seize the Greek Government by force, was barely beaten down 
During the three critical years that followed, intrigues and political pressure 
to bring Greece under Soviet domination constantly increased. By the begin- 
ning of 1947, it was clear that Greece could not remain a free country or recover 
economically without outside help. 

Direct American aid to Greece began when President Harry S. Truman laid 
down a new foreign policy for the United States before a joint session of Congress 
on March 12,1947. The new policy, which became known as the Truman doctrine, 
provided for military and economic aid to Greece and Turkey. The moral uplift 
in Greece was immediate. Substantial military and economic aid was quickly 
given. The American Mission for Aid to Greece began to function actively in 
July 1947. 

Other historic events soon followed. In June 1947, George C, Marshall, the 
American Secretary of State, announced the intention of the United States to 
make substantial contributions toward European recovery. Mr. Marsiiall’s 
proposal developed into the European recovery program, popularly known as the 
Marshall plan. Ten months later Congress passed the Foreign Assistance Act 
authorizing $5,055,000,000 for the first year of a 4-year recovery program for 16 
European countries and Western Germany. 

President Truman immediately appointed Paul G. Hoffman to be Administrator 
of the Economie Cooperation Administration, the American agency participating 
in the program. Within 9 hours after his confirmation by the United States 
Senate, Hoffman authorized $21,000,000 for relief for Italy, France, Austria, 
the Netherlands, and Greece. Other authorizations followed and ECA missions 
were sent to the participating countries. 

The ECA mission to Greece arrived and began to function in July 1948 under 
an agreement with the Greek Government which defined Greece's participation 
in the ERP. The ECA gradually took over the economic aid activities from 
AMAG. The United States Army group, Greece, continued to furnish technical 
aid and supplies to the Greek National Army. The ECA mission benefited from 
the planning and work done by AMAG in the economic field and continued many 
endeavors which AMAG started. 

The Greek recovery program was seriously obstructed by Communist bandit 
warfare, inspired and supported from outside Greece’s frontiers. The banditry 
was destructive. About a tenth of Greece’s total population became refugees. 
Chaos and uncertainty spread through the country. At times the irregular 
warfare threatened to defeat the objectives of the Marshall-plan mission and the 
Greek Government. The military situation gradually improved in 1949. In 
September the Greek National Army drove all but a handful of bandits from 
Greece. 

The change-over from AMAG to ECA was accomplished during the darkest 
period of the internal strife. New administrative and technical personnel was 
recruited and even during the worst days of the warfare most phases of the ECA 
program went forward. The program advanced from survey and planning to 
accomplishment. The shake-down period ended—the era of achievement started. 

The activities of the mission reached into almost every corner of Greece. There 
are few phases of Greek industrial, agricultural, business, civic and governmen- 
tal life which were not directly affected by its work. It would be hard to dis- 
cover a citizen of Greece whose everyday existence has not been touched by 
some form of the Mission’s aid in Greece’s recovery program. 

The Mission had no authority to interfere in the operation of the Greek 
Government nor dictate in any manner to Government officials. Mission mem- 
bers conferred constantly with Greek businessmen and Greek Government offi- 
cials but only in an advisory capacity. It was a policy of the ECA mission not to 
engage in any operation which the Greeks themselves can perform. 

The Mission is divided into divisions, which are sometimes subdivided into 
sections, each responsible for furthering a segment of the country’s recovery 
program. Each division and section has American technical experts and spec- 
ialists whose jobs are to see that the particular endeavor of the division is ear- 
ried forward as rapidly as possible. They have daily contacts with Greek min- 
isters and lesser ofticials, and make progress reports to division chiefs who 
coordinate the work of the divisions. 

ECA field representatives are exactly what the designation implies. They 
are the eyes and the ears of the Mission. They represent the Mission in the 
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field where they maintain contact with the Greek people and local officials in 
the areas assigned to them, and report Geld conditions back to Mission officials 
who are directly interested. The field representatives are not policy makers but 
the information they feed back often guides the mission staff in making plans 
and policies. 

bield representatives are stationed in areas which cover the entire Greek 
mainland, Crete, the Aegean, Dodecanese Islands and other Greek islands. They 
live in the areas to which they are assigned. 

The field men send from 150 to 200 typewritten field reports monthly to mis- 
sion headquarters. These reports are channeled to ECA officials concerned with 
the information. At regular intervals the field men assemble in Athens to make 
personal reports, receive new directives and take part in round-table discus- 
sions of mission business and plans. 

Field representatives obviously must establish and maintain good working 
relations with local leaders. They must thoroughly understand matters in which 
the mission is concerned, such as transportation, industry, labor, finance, agricul- 
ture, health, public welfare, civil and military government. They must report 
conditions, local attitudes, and relations between the capital and the provinces. 

The work of the field representatives necessitates their traveling constantly 
about their assigned areas. Guerrilla warfare in the past hampered their move- 
ments. As Greek military successes became widespread the scope of field opera- 
tions broadened. The work takes them to isolated sections and they frequently 
live under the most primitive conditions. By showing people in remote areas 
through practical demonstrations how their living conditions can be improved 
by agricultural, home building, road construction and other aid they are an 
active force in combating communism. 

The field representatives have been of great assistance in developing many 
phases of the Mission program. As security conditions improved, they helped 
make plans for the refugees, rehabilitation and repatriation of refugees. They 
were particularly active in promoting the work relief program which gave 
productive employment to indigents and refugees instead of a dole and charity 
gifts. 

Many times field reports have resulted in a considerable saving of funds both 
for the mission and the Greek Government. Often, stimulated by field repre- 
sentatives’ visits, local communities by the contribution of labor or utilizing other 
local resources, have been able to provide for much of their own reconstruction. 
Any misuse of funds or wastage of materials or lack of interest on the part of 
local officials is immediately reported fo Athens. 

The field man’s job is a hard one and often means isolation and real physical 
hardship. He must be a jack-of-all-trades. Many new ideas and much practical 
knowledge are gleaned from his reports. Many innovations in mission policies 
stem from the information he sends back to mission headquarters. In Greece, 
the ECA field man must be a combination diplomat, salesinan, and trouble-shooter, 


AGRICULTURE—GREECE’'S BIGGEST ASSEYr 


Greece is primarily an agricultural country. Its total land area is approxi- 
mately 32,500,000 acres. Only about 8,000,000 acres of this total are arable. 
Yet almost 65 percent of the 7,950,000 population live on 950,000 farms which 
average only about $263 in yearly income per farm. Greek farmers are among the 
poorest in Lurepe. 

The country has never been self-supporting. There isn’t enough productive land 
to feed the people, under existing tecliniques of land use. Large ainounts of 
wheat, rice, beans, and other products must be imported. Exports such as to- 
bacco, dried fruits, olives, olive oil, grapes, and wine fall far short of balancing 
the account. An increasing population is creating even more pressure upon 
Greece’s limited land resources. 

Greece’s agricultural resources are still largely underdeveloped. Its rivers run 
unused into the sea. Farming methods are generally antiquated and in some 
eases have remained unchanged since before the time of Christ. In addition the 
peasant farmer and his lands suifered severely during ! years trom wars, foreign 
occupation, and widespread Communist banditry. 

There is an understandable lack of up-to-date technical competence in govern- 
mental, research, and educational institutions. There was never much concern 
for the practical and nationally beneficial application of research findings. 
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Teachers, research workers, and technical experts had little or no contact wit 
the actual problems of the farmer as do their counterparts in the United States 

Greek agriculture is mainly peasant farming centered around small village 
The farmers live in the villages and go out each day to work small and fre 
quently seattered tracts of land in the vicinity. This “fragmented” peasant agr 
culture in Greece is characterized by inadequate family incoines and a steadily 
descending standard of living, brought on in part, by climbing costs. 

A inajor aim of the ECA mission and the Greek Government has been to increase 
food and fiber production in Greece. This entails the fuller use of soil and 
Water resources through reclamation, drainage, irrigation, and soil conservation 

Probably the most spectacular achievement has been in the field of land recla 
mation through rice production. Fine quality rice was grown on alkali and salt 
wasteland projects in different sections of Greece. Nothing of value has ever 
grown on these lands. Since the beginnings of Greek history these areas, which 
in the ageregate total 250,000 acres, have been considered worthless, often not 
even fit for grazing. 

In 2 to 5 years large areas of the alkali land should be sufficiently cleansed by 
fresh water used in the production of rice so that crops such as corn, wheat, 
cotton, alfalfa, and other crops can be grown. Soil tests taken at a project at 
Anthele in central Greece before the project began and after the flow of water 
Was stopped, showed that about 60 tons of salt per acre was washed from the top 
3 feet of land during the first rice-growing season. 

The outstanding success of the rice-growing land reclamation projects had a 
stimulating effect on both Greek farmers and Greek Government officials. Rice 
imports represent a drain of millions of dollars yearly on Greece’s foreign ex- 
change resources. The Greek Government hopes to have a domestic yie.d, enough 
to cover home needs, by 1952. 

In addition to the rice-growing land reclamation projects, the Engineering 
Division of the Ministry of Agriculture, assisted by the ECA mission, is directing 
flood control, drainage, and irrigation projects. Yields were doubled in some 
subirrigated areas and summer crops, following wheat, are being grown in some 
irrigated sections. 

Land reclamation is basic to the creation of a balanced economy in Greece. 
The country’s arable land is being appreciably increased by the drainage of lakes 
and swamps, by the control of torrents and by irrigation of dry lands which are 
unproductive during the long, dry summer months, The drained lands are often 
more productive than the average because they represent virgin soils often con- 
taining large qnantities of organic matter. The lands are frequently sub- 
irrigated permitting winter and summer production. 

Less than 500,000 acres of Greek land were irrigated prior to World War II. 
This land was largely supplied with water from local springs or wells operated 
by windmills or inefficient water-lifting devices powered by horses or oxen. 

A program of well drilling was inaugurated to provide water for productive 
lands which cannot be served by gravity supplies. Several hundred wells have 
been drilled to an average depth of 400 feet. The employment of a foreign well 
drilling firm greatly facilitated the program. Fifteen hundred Diesel-engined 
centrifugal pumps and 870 Diesel 8- and 10-horsepower engines were distributed 
throughout the country, and pipe, well casing, and pumps were imported from 
abroad. 

About one-third of the Greece's 8,250,000 acres of arable land is suited for power 
farming, but few Greek farmers can afford tractors and tractor-drawn equipment. 
The Mechanical Cultivation Service of the Greek Ministry of Agriculture, financed 
by the ECA mission, imported for its own use and resale to farmers and farmers’ 
cooperatives several million dollars worth of heavy and light farm machinery and 
earthi-moving equipment. 

The equipment included wheel tractors, crawler-type tractors, combines, 
harvesters, binders, hay presses, corn shellers, corn driers, and plows. This 
equipment is helping the Greek farmer progress from slow, ancient hand methods 
to modern farming. In addition the Mechanical Cultivation Service received a 
large supply of trucks, tractors, and other United States Army equipment pur- 
chased in Germany with Marshall plan aid. The service also has draglines for 
the construction of irrigation and drainage projects. 

The mission financed the construction of modern farm-machinery repair 
shons, sheds, fuel stores, and other buildings in important rural areas. Others are 
under construction. Several tractor schools were organized and young Greeks 
were trained to handle all kinds of modern farm machinery and earth-moving 
equipment. 
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Forests and range land comprise more than 70 percent of Greece’s total area. 
The mission aided in the development ef forest nurseries, Construction of moun- 
tain roads and mountain soil-erosion control. Many millions of seedlings were 
produced and more than half of the production was used in reforestating large 
areas. 

Greece’s vineyards and orchards are of prime economic importance, Besides 
supplying her own domestic needs Greece exports wine, table grapes, raisins, 
and currants. The mission has been active in attempting to secure a standardiza- 
tion of production, storage, and marketing methods and has assisted in tlie 
application of improved cultural practices and more efficient methods for con- 
trolling disease and pests. 

State-owned nurseries, aided by the mission, have increased the production of 
fruit tree seedlings and other production increases were accomplished by the 
vine root stock nurseries growing phylloxera-resistant vineyard planting stock. 

A long-term program of indigenous seed production was started which included 
the purchasing of seed cleaners and treaters and the construction of seed ware- 
houses. The production of hybrid corn was started and tests of American and 
Greek selections were conducted by the Plant Breeding Institute of Salonika and 
the Seed Test Station of Attica at Kalogreza near Athens. 

Agricultural research is almost nonexistent in Greece. There is a great lack of 
trained agricultural and extension workers and a shortage of scientific equipment 
and particularly of training facilities. To meet these conditions American ex- 
tension specialists have given advice and training to officials and farmers, and 
Greeks have been sent abroad for special training. 

The program of agricultural extension and education is basic to the whole pro- 
gram ‘of agricultural investment. To itsure a inaximum return extension special- 
ists have held schools in pruning and grafting, cheesemaking, beekeeping, poultry- 
disease control, meat canning, farm management, and the use of farm machinery. 
They have given demonstration in farm crop, garden, vineyard, olive, and citrus 
grove improvement and in contour farming. 

Hundreds of young farmers have been trained in simple carpentry and masonry 
skills needed in repairing and constructing homes and livestock shelters. Ameri- 
can extension workers have shown many Greek farmers how to utilize their spare 
time by making community improvements such as small drainage and irrigation 
projects. Courses and demonstrations in agricultural home economics and im- 
proved poultry practices have also been carried cut by American mission 
personnel, 

Livestock is the backbone of the predominantly agricultural economy of Greece. 
One of the fundamental approaches to the restoration of the country was the 
replenishing of depleted livestock. This is being accomplished by livestock disease 
control, breeding stations, importation of improved breeding stock, additional 
draft animals and new modern veterinary laboratory equipment. 

Breeding stations, quarantine stations, veterinary clinics, dipping vats, stallion 
stations, artificial insemination centers and veterinary laboratories were com- 
pleted. Disease control measures were organized for the eradication of tubercu- 
losis, foot-and-mouth disease and intestinal parasites. 

Many repatriated farmers returned to their homes to find their draft animals, 
bovines and sheep had been stolen or slaughtered by Communist bandits. In many 
cases land cultivation and other farmwork was completely paralyzed. The need 
for draft animals, particularly mules, was urgent. Thousands of mules were 
purchased in the United States through competitive bidding. Other thousands 
of donkeys, mares, bovines, other large animals, and sheep were purchased abroad 
and imported into Greece. 

Prior to the beginning of the Marshall plan studies had indicated the possibil- 
ities of increased quantities of food from the sea. The mission fisheries program 
involved loans for the construction or purchase of fishing boats, processing plants, 
refrigerated trucks and transport boats. The construction of wholesale fish re- 
ceiving stations, development of lakes and lagoons and the stocking of lakes and 
streams were undertaken. The Hydrobiological Institute was established and 
the research vessel Al/yoni was commissioned and began oceanographic studies 
of the growth and migration of marine life within Greece’s territorial waters. 

The Greeks were fishing their waters for thousands of years before the advent 
of the Marshall plan, yet the program of research has resulted in the discovery of 
several new and highly productive fishing banks. Proiduciion has been increased 
by 100 percent over prewar years. One year’s increased production covered the 
total investment of the program. 











$24 FEDERAL SUPPLY MANAGEMENT 


The mission has assisted in achieving improvements in domestic marketing, 
For example, a potato marketing order put into effect by the Greek Government, 
regulates the flow of potatoes into Athens and assures an adequate supply 
throughout the year. The order also narrowed the price spread between the 
producer and the consumer. Improvements were also achieved in the marketing 
of eggs and similar programs are being developed for citrus fruit and fish. 

The mission has been instrumental in modifying or rescinding a number of 
Greck Government regulations which impeded the resumption of normal private 
trade. This resulted in improvements in granting farm loans, import licensing 
of spare parts, and credit financing. The removal of many burdensome import 
duties and turn-over taxes on agricultural equipment has also been achieved. 


CONSTRUCTION STIMULATING LIFE OF GREECE 


Prior to the beginning of direct American aid, Greece had undergone nearly 
7 years of war, military occupation, and civil strife. Transportation and tele- 
connnunications systems were badly damaged or destroyed. Sea, coastal, and 
over!and movement Was at a Virtual standstill. Farm and vineyard products, 
mets, fish, and ores could not be moved from areas in which they were produced, 

A vast number of farm dwellings and villages were either demolished or par 
tially destroyed. Hundreds of thousands of refugees were driven from their 
homes by bandit warfare. They congregated in Greece’s large cities and urban 
areas for safety and placed a further strain on already overburdened utilities. 
Shortages of water, food, and shelter were greatly increased. 

The necessity for large-scale reconstruction was evident. <A start toward 
social and economie stability could not be made until transportation and tele- 
communications were restored, water and sewage systems expanded and housing 
and agricultural lands made adequate for the homeless refugees. The over-all 
recovery of Greece, including the restoration of morale and initiative, depended 
largely upon reconstruction. 

A reconstruction program for Greece, financed and directed by the American 
Mission for Aid to Greece, was well under way when the ECA mission to Greece 
began operations in July 1948. The AMAG program was divided into two parts. 
The larger was undertaken by the Grecian district, Corps of Engineers, United 
States Army, with American contractors performing the work. The smaller part 
was carried on by allocations of funds directly to the Greek Government 
ministries. 

At the time large areas of Greece were completely inaccessible because of 
Communist bandit warfare. Many projects could be carried out only under the 
armed protection of Greek National Army units. Roads covering large working 
areas had to be swept for mines daily. Continued and widespread sabotage acts 
caused considerable damage to rolling stock, construction equipment, and com 
pleted projects. Greek workmen were killed. Others were kidnaped and 
forcibly inducted and trained as guerrillas. Numerous bandit raids on projects 
had a demoralizing effect on workmen and local citizens. 

The volume of reconstruction work completed under AMAG was small com 
pared to the extent of the rehabilitation essential to meet the country’s needs 
The work was limited by security conditions, the availability of funds and heavy 
equipment and the mobilization of Corps of Engineers and private contractor 
personnel. Although slow to start, an appreciable volume of work was apparent 
by January 1948. The program was just reaching its peak when the ECA pro 
gram started. 

The ECA program was divided into three phases. The first was a continuation 
and enlargement of the AMAG program. The second was a transition phase 
during which that part of the work not completed by the Corps of Engineers wis 
transferred to the various Greek ministries for completion. The third phase 
inade the reconstruction program an all-Greek ministry operation with ECA 
counterpart financing, advice, and technical assistance. 

When AMAG came to Greece in 1947, the immediate restoration of highway 
communications was vitally necessary not only for the economie life of the 
country but also as a military essential. The time and funds available did 
not permit the realinement of roads for their reconstruction with medern design 
or standards. The work consisted of repairs to the old road base‘and patching 
the rebuilding of the road base and laying of new asphalt surfaces. 

Under BUA the highway from Serres, above Salonika near the Bulgarian and 
Yugoslav frontiers, to Athens and on across the Corinth Canal to Patras on the 
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Peloponnesus, was opened to traffic. Roads from Amphipolis to Xanthi in 
northern Greece, Yannina to Preveza in western Greece, Volos to Larissa to 
Trikkala, and Kozani to Kastoria in central Greece and from Corinth to Nau- 
plion to Tripolis in the Peloponnesus were also completed. In addition to 
these main roads, many roads not on the principal ECA program were repaired 
and greatly improved. Bridges, culverts and retaining walls were repaired or 
built. 

The objective of the ECA mission is the complete reorganization and develop- 
ment of the Greek Public Roads Administration. The emphasis is on recon- 
struction operations, maintenance, traffie safety and control, accountancy, test 
and control of materials. An important phase of the program is the education 
iob training of the Greek Publie Roads Administration personnel through lec- 
tures, special school courses, and instructional motion-picture films. 

The Highway Department of the Greek Ministry of Public Works was reor- 
ganized as a separate department under the transportation division of the 
ministry with directors who have the responsibility for administration, engi- 
neering, construction and maintenance operations. 

The administration section is responsible for reforms in office procedure and 
accounting control in the offices of the field district engineers, The engineering 
section has developed standard specitications, invitations to bidders, contract 
documents, standard plans for concrete bridges according to the standards set 
up and approved by the American Association of State Highway Officials, uni- 
formity in design of reads, bridges, and airfields and has established the “unit 
price’ system of bidding. 

The construction section gives particular emphasis to on-the-job continuous 
inspection. The ministry is now for the first time in its history obtaining reason- 
ably accurate progress reports. A considerable amount of modern construction 
equipment was imported. The mix for both cement and asphaltic concrete is 
being predesigned and controlled by approved laboratory methods. 

The maintenance section concentrates on developing routine, day-by-day, 
continuous maintenance. Equipment for routine maintenance work was made 
available and a permanent regular maintenance organization is gradually being 
developed in each district. These regular maintenance organizations are also 
being trained in the operation, care and maintenance of the equipment. 

A safety section was also developed in the ministry, and safety inspectors were 
trained and placed in the field. Special traffic warning signs were designed in 
conformity with European standards. A modern center-line striping machine 
was imported from the United States and many roads were marked. 

The construction equipment brought to Greece by the Corps of Engineers, and 
additional equipment acquired from UNRRA and other sources, was transferred 
to the mechanical equipment service of the Greek Ministry of Coordination. The 
agency allocates the equipment to various projects which require it. This equip- 
ment was also heing sold to private contractors on a competitive bidding basis. 

The main objective of the railroad program under AMAG was the rehabilita- 
tion of the railroad lines. Restoration of rolline stock was deferred until later. 
The Corps of Engineers procured materials for 14 large bridges and tunnel proj- 
ects. The reconstruction work was started by AMAG and completed under ECA. 
The Greek State Railway was allocated funds for laying rails, cross ties and 
the construction of small bridges. Approximately 25 percent of this work was 
completed when ECA took over. 

The rehabilitation of the rights-of-way of all the railroads in Greece was 
completed in late 1950 when the reconstruction of a number of viaducts and tun- 
nels on the Salonika-Florina rail branch of the Greek State Railways was com- 
pleted. With the completion of this 9-mile stretch Greece’s entire network 
of privately and state-owned railways was again in operation for the first time 
since World War II. 

Greece’s ports were badly damaged by the Germans. Many were made un- 
usable because of the destruction of quays, piers, breakwaters, drydocks, cargo 
handling facilities and ships sunk in channels and harbors. The Corps of En- 
gineers started under AMAG and completed under ECA the clearing and recon- 
struction of the country’s three principal ports of Piraeus, Salonika and Volos. 
The work included the ordering of much new port equipment. 

At Piraeus, Athens’ port, 2,022 lineal meters of quay wall was constructed with 
precast concrete blocks. Drydocks were repaired and sunken ships and tons 
of debris were removed from the port and docking area. At Salonika 560 
lineal meters of quay wall and 674 lineal meters of new breakwater were con- 
structed. About 6,500 tons of wreckage was cleared from the harbor area. 
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More than 422 lineal meters of quay wall was constructed at the port of Volo 
and 60 lineal meters of breakwater repaired. 

One of the biggest jobs was the opening of the Corinth Canal which connects 
the Gulf of Corinth and the Saronikos Gulf, cutting the Peloponnesus from the 
Greek mainland. The canal is approximately 7 kilometers long with a maximum 
depth of 82 meters from the top of the cut to water surface. When the German 
Army retreated from Greece, demolition experts blocked both ends of the cana! 
by blowing in the walls. 

The reopening of the canal required the removal of 600,000 cubie meters of 
earth from the two slides produced by the extremely heavy explosions. A steel 
highway bridge and a steel railway bridge, also blown into the canal by the 
Germans, had to be cleared from the channel. Two new bridges were built 
across the canal and direct communication between the Greek mainland and 
the Peloponnesus restored. A tangled mass of 6 railway locomotives and 
130 boxcars had to be laboriously cleared out of the canal, and 53,809 cubic meters 
of silt dredged before water trafiic was resumed. Repair of entrance break 
waters and the procurement and installation of a canal radio control system 
wus undertaken by AMAG. 

In addition to the large projects, many smaller ports in Greece and the islands 
were improved or reconstructed. The dredging of the Stylis Channel near 
Lamia and the Messolonghi Channel on the Gulf of Patras was completed 
Repair work on breakwaters at Mykonos, Kavalla, Karlovassi, Kymi, Katako 
lon, Corfu, and other Greek ports, harbor repairs at Kalamata, and equipment 
repairs at Heraklion on the island of Crete were also completed. 

The reconstruction of airfields was not part of the original contract work 
undertaken by the Corps of Engineers. However, at the request of the Royal 
Hellenic Air Force a number of airfields, essential to miltary and civilian needs 
of Greece, were winterized and improved or built. 

An important construction job was in the field of reclamation. As very little 
maintenance or repair work had been done on reclamation projects since the 
beginning of World War II, the main task of AMAG consisted of the rehabilita- 
tion of existing works. Later flood control, drainage, and irrigation projects 
were carried out by ECA. In 1950 this type of construction work became u 
responsibility of the ECA Food and Agriculture Division. 

A program to improve water supplies, sewers and drainage systems was origi- 
nally started by AMAG and continued by ECA. Under this program aqueducts 
carrying water to Marathon Lake, the water reservoir for Athens and Piraeus, 
was built and many other improvements accomplished. 

The sewage system in the Athens and Piraeus areas was completed and ex- 
panded and new sewerage pipelines were laid. Flood control construction con- 
sisted of covering the Ilissos Torrent, which flows through Athens, and the 
construction of conduits in Liossia and Kifissos tributaries. This type of con- 
struction has now been transferred to Greek water and sewage companies. 

A survey of Greece's electric power resources was made by EBASCO Services, 
Ine. (a subsidiary company of the Electric Bond & Share Co. of New York) 
engaged by ECA. This work was completed and the final report delivered in 
early 1950 to the Greek Government. 

Inspection analysis surveys of the electric systems of Salonika, Patras, and 
Volos and the gas plants in Athens, Piraeus, Salonika, and Volos were com 
pleted. Power plants on the isiand of Crete and in the Peloponnesus were also 
inspected. A number of dam-site surveys were completed and contour maps 
were prepared with the aid of aerial photography. 

The telecommunication facilities of Greece suffered heavy damage during 
World War II from the German occupation. At the beginning of the war there 
were 45,000 telephones in Greece, of which about 20 percent were in the Athens- 
Piraeus area. Almost 90 percent of the total long-distance network had been 
totally destroyed or damaged. On the advice of ECA, the Greek Government 
contracted with the International Telephone Telegram Corp. of America to assist 
in the reorganization of the system and establish a modern telecommunications 
network for Greece. Foreign exchange and drachmas were provided to buy 
equipment and pay for telecommunications reconstruction. 

The critical shortage of adequate maps and plans often retarded the recon 
struction and transportation progress. In early 1950, a photographie project was 
implemented to accelerate the collection of information by providing aerial 
mosaic in topographic maps on various seales for land classification, land use 
planning, compilation of engineering data, irrigation, and other reclamation 
studies and design, highway location, transmission line locations, geological 
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mapping, and other associated uses. ‘This project was inaugurated under a joint 
agreement by the ECA, the Greek Ministry of Coordinatien, and the Greek 
Ministry of Public Works. 

‘ihe mission construction activities clearly aided the geographical unification 
of the country. Opening the channels of transportation throughout the coun- 
try and the islands improved the morale and sense of security of Greek citizenry. 
Direct and indirect employment on reconstruction and other projects helped 
in reducing the load of unemployment and relief costs to the Greek Government. 


LABOR CONDITIONS SHOW IMPROVEMENTS 


When the ECA took over the American Mission for Aid to Greece in July 
1948, labor advisers of AMAG had already managed to get industry and labor 
‘o collaborate in November 1947 on a national collective bargaining agreement. 
his agreement formed the basis for a wage policy still in force when ECA began 
in Greece. 

Before the establishment of this policy, the wage situation throughout the coun- 
try was chaotic. There was a wage policy, but there were very few, if any, 
attempts to comply with it. The new agreement established order out of the 
chaos. The ECA mission used this policy in its effort to maintain the wage level 

though it did approve certain increases based on improved production and the 
rising cost of living. An effort is now being made to help a policy which will 
permit free collective bargaining within a general framework of economic 
stabilization. 

The labor movement in Greece is comparatively new. It has had to overcome 
almost every conceivable obstacle. These included employers’ opposition, Com- 
munist infiltration and intrigue, political interference from the left and the 
right, general and local wars, 4 years of dictatorship, 4 years of occupation, a 
Communist attempt to seize power in 1944, and finally warfare by guerrilla bands 
operating from neighboring countries. 

American Jabor personnel of the ECA mission, recruited from CIO and AFL 
unions, worked closely with the General Confederation of Greek Labor. They 
have been instrumental by making recommendations and organizational and 
administrative suggestions, in making the labor movement a more sound, ¢on- 
structive, and democratic force in the reconstruction of Greece. Mission labor 
specialists helped in resolving wage-and-hour controversies, in recommending 
labor legislation, and in assisting labor and management in progressing toward 
increased productivity. They cooperated with the International Confederation 
of Free Trade Unions in helping the Greek trade-unions to prepare the Tenth 
Vanhellenic Labor Congress which took place in September 1950. This con- 
‘ress adopted a new constitution, providing for the reorganization of the Greek 
trade-union movement on a basis more closely comparable to the pattern pre- 
dominating in most western countries. It also asked the government to abolish 
the present system of compulsory union dues, in favor of a voluntary system, 
and urged the repeal of the law giving the Ministers of Finance and Labor the 
power to set wages. 

The lack of comprehensive statistics proved one of the greatest retarding 
factors to the development of the Greek labor movement. Through the inifiative 
of the ECA mission labor experts and the cooperation of the Greek Ministry 
of Labor and the General Confederation of Greek Labor a Cost of Living Ex- 
penditures—Worker Families in Greece was published in 1949. This survey, 
the first of its kind in Greece, entailed personal interviews with 500 families 
from six industrial cities. The survey was extended to cover seven additional 
industrial cities, and a second survey of the original group of families took place 
in the spring of 1950. 

The mission also developed a cost-of-living index, and publish’s a periodical 
Rview of Labor Statisties, containing statistical tables and special studies. If 
has, in cooperation with the Greek Ministry of Labor, laid the foundation for 
the methodical collection and analysis of essential labor statistics. Legislation 
has been adopted providing for the establishment of a Division of Labor Statistics 
in that ministry. 

An apprenticeship training program was started. An American apprentice- 
ship specialist from the bureau of apprenticeship, United States Department of 
Labor, was engaged by the mission to assist in its development. A team in- 
cluding representatives of labor, management, and government was sent to the 
United States, under the ECA technical assistance program, to study American 
methods of apprenticeship training. On their return to Greece, its members took 
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an active part in the development of apprenticeship-training procedures in 
Greece. Picture slides taken on their trip were an effective means of explaining 
the program and arousing interest in it. Legislation for the creation of an a; 

prenticeship training section in the Ministry of Labor was prepared with the a 

sistunce of the ECA mission and approved by the Greek Parliament. 

A vocatienal edueation program was prepared and $1,000,000 allocated for 
the replacement of vocational school equiptuent destroyed or stolen during the 
war. Project agreements were completed with 15 communities for the esta} 
lishment of daytime vocational schools equipped with facilities for teachin 
building trades, woodworking, metal working, electrical, and other occupations 
An automotive vocational school near Athens, sponsored jointly by the Gree} 
Government and the ECA mission, trains more than 120 students yearly in 
mechanics, engine overhauling, bus-body building, electrical, gear, and Diese! 
repairing work. 

Under the AMAG program, labor consultants had been asked to investigate 
the status of special insurance in Greece. A cursory investigation convinced 
them that it was an extremely jumbled situation. Two experts from the Social 
Security Administration in the United States were brought to Greece to make 
a study, which was completed just prior to the beginning of ECA, They recom- 
mended that an American be engaged by the Greek Government to assist in 
reorganizing the administration of IKA—the Greek national insurance system 
During 1949, this specialist acted as administrator of IKA. Many administrative 
changes were made. IKA has been returned to Greek administration but an 
American adviser continued to assist in the development and expansion of its 
program, and in the preparation of plans for an integrated and improved system 
of social security, including not only IKA but various other independent funds 


TRANSPORTATION BEING REESTABLISILED IN GREECE 


At war’s end Greece’s transportation system was almost nonexistent. Coastal 
shipping was virtually wiped out. Most of the ocean fleet had been either sunk 
or stolen. The railroads and highways were heavily damaged. Destruction to 
bridges, tunnels, water stations, communications, rolling stock, and right-of-ways 
runged from small sabotage to complete demolition. Motor transport Was re- 
duced to a few dilapidated wrecks, all badly in need of repairs. 

Greece’s prewar steam-driven coastal fleet totaled 72 vessels with an aggregate 
of 53.853 tons plus 152 low tonnage motor-propelled caiques. There were 441 
ocean-going vessels under the Greek flag with a total of 1,611,000 tons. In 1946 
the Greek coastal and ocean-going fleets had been cut down to 115 miscellaneous 
ships with a total of only 467,000 tons. 

Greek ocean shipping received a badly needed shot in the arm when 99 war 
surplus Liberty ships were procured from the United States by the Greek Govern- 
ment and sold to private Greek ship operators for an average of $560,000 each. 
The agreement was negotiated prior to the advent of direct American aid to 
Greece. The Greek shipping men paid 25 percent of the price of the ships as a 
down payment. The Greek Government guaranteed that the balance would he 
paid to the United States Government by the private operators within 17 years. 

The deal stimulated Greek shipping and aided the rehabilitation of the Greek 
merchant marine. Those ships were placed under the Greek flag. Other ships 
were obtained by Greek shipping interests since the war, but the total of ocean- 
going vessels under the Greek flag is still below the prewar total. 

The geographical position of Greece makes the country largely dependent on 
water transportation for much of its commerce both foreign and domestic. There 
are roughly 200 harbors in Greece, all of which have a certain importance on the 
economic life of the area in the vicinity of each. Small coastal ships to serve 
those harbors and which also can ply between the Greek mainland and approxi- 
mately 150 inhabited Greek islands are especially vital to the national economy 

A goal of the ECA mission has been to assist in the rehabilitation of Greece’s 
coastal fleet. The mission consequently worked in close cooperation with the 
Greek Government in assisting the return to private ownership of coastal vessels 
operated, as a temporary national expedient, by the Greek Government. This 
aim was fully accomplished. 

The ECA has assisted various Greek ministries in the full utilization of recon- 
structed ports, particularly Piraeus, the port of Athens. Here, as a result of 
reconstruction, a volume of tonnage greater than the prewar average has been 
handled. 
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Greece’s railroad system prior to World War II was considerably below the 
standard of other European countries with the possible exception of Albania. 
Losses in equipment during the war were estimated to be the equivalent of 
$140,000,000. 

All lines have now been opened and all major repairs and reconstruction of 
bridges, tunnels, and track completed. The last section between Edessa and Agra 
on the Florina line in Northern Greece including the reconstruction of four large 
viaducts and five tunnels was completed and opened during December 1950. 
There are still some minor repairs to be done to trackage, such as rail replace- 
ments and ballasting but nothing remains to be done that is vital to orderly 
operation. 

3efore the war, Greece had approximately 275 locomotives of all types and 
more than 6,000 freight passenger cars. <A large part of this rolling stock was 
routed out of Greece or destroyed. There has been some salvage of wrecked 
equipment and procurement from abroad and Greece’s rolling stock strength is 
approaching its prewar level. 

Civil aviation in Greece was a modest operation before the war. In 19389 one 
airline with seven aircraft operated between Athens and several points on the 
tmnmainland and Crete. These aircraft were lost during the war, and civil aviation 
did not exist again until after the German occupation. 

It was resumed in Greece in September 1946 when a Greek airline was organ- 
ized and began operating three 21-passenger airplanes. Later two other Greek 
airlines began operation. These planes furnished a scheduled service between 
the principal cities of the Greek maintand, the islands of Crete and the Dodeca- 
nese, and also between Athens and Alexandria, Cyprus, Tel-Aviv, Rome, Paris, 
and London. 

In order to aid the Greek Government, the ECA mission employed the services 
of a civil aviation adviser to supervise and advise the Greek Government on all 
aspects of civil aviation in Greece. Supplementing the services of the civil avi- 
ation adviser, the ECA mission also contracted for a technical group of specialists 
in air navigation, communication, meteorology, and air-traffic control to come 
to Greece from CAA in Washington. The arrival in Greece of a 15-man group of 
CAA experts and technicians from the United States greatly stimulated the civil 
aviation program. 

An airport and air navigation facilities development program was agreed upon 
between the Greek Government and ECA. Included in the program were pro- 
visions for the development of a class B international airport at Ellinikon, class 
© international airports at Salonika, Heraklion, Rhodes, and Araxos. In addi- 
tion to the international civil aviation facilities, the program also provided for 
development and improvement of domestic airports at Larissa, Corfu, Volos, 
Megara, Cavalla, Alexandroupolis, Mytilini, and Chanea. 

Considerable accomplishment has been attained in the Greek automotive trans- 
portation field. At the time of liberation only about 1,000 automobiles in various 
stages of collapse were left in the country. More vehicles are now operating on 
Greek roads than before the war. 

A bus-body building industry, built up largely through the efforts of the 
mission, was turning out an average of one bus body per day. Wherever pos- 
sible local materials are used. Body-building experts were brought from the 
United States to teach the builders the latest American bus-body building methods. 

An automotive vocational school, sponsored jointly by the Greek Government 
and ECA mission, was started near Athens. An American expert mechanic and 
machine-tool instructor was brought to Greece to superintend the school, and 
$30,000 worth of new machinery and tools for the school was shipped from the 
United States. More than 120 young Greeks were being trained annually in 
automotive mechanics, ignition, electrical, Diesel, engine overhauling, body, and 
gear work. 

An important accomplishment of the mission was the collection, identification, 
and distribution through normal trade channels. of huge stocks of UNRRA and 
war-surplus stocks of automotive spare parts and tools. These supplies had been 
stored indiscriminately in more than 50 warehouses in various sections of the 
Athens-Piraeus area. More than 30,000 cases. were recovered and American 
automotive experts were brought to Greece to direct the sorting and distribution 
of all these supplies. 

More than $2,500,000 worth of spare parts and tools, badly needed throughout 
Greece, were put on the market for sale to the public. These supplies and spare 
parts played an important part in the resumption of normal automotive traffic 
in Greece. The operation saved Greece a sizable amount of dollar exchange. 
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GREECE’S DISTRIBUTION PROBLEMS OVERHAULED 


A main task of the ECA mission has been to advise and aid in the Greek Goy 
ernment’s reorganization of its supply and distribution system. This included 
the revamping of the milling and baking industries. Another problem was the« 
disposal and utilization of large State-owned stocks of materials, equipment, an 
supplies. Aiding the Greek Government in the establishment of an adequat 
ration and distribution system to assure a reasonable degree of sufficiency of 
basic food essentials and control of prices was also a mission job. 

The old Greek Ministry of Supply, along with several satellite agencies, was 
legislated out of existence. A new Ministry of Supply and Distribution was 
constituted with 12 regional district offices. This eliminated overlapping au 
thority apd resulted in more efficient operations. The new Ministry has about 
2.300 employees as against 9,982 formerly engaged by the old ministry and its 
various agencies. 

The Greek Government on the advice of the ECA mission signed a service con- 
tract with the Agricultural Bank of Greece to handle the unloading, storage, 
movement, and distribution throughout Greece of all state supplies, other than 
bread cereals. The contract resuited in a more timely distribution of foodstuffs 
and a substantial saving to the Greek Govenment. 

The Greek Government had been responsible for the unloading from ships 
transshipment, and distribution of imported bread grains and flour. The grind- 
ing and lending were done by privately owned mills on a cost-plus basis. The 
operations gradually became a complicated system of meticulously detailed con 
trols necessitating the employment of a large number of inspectors and proces- 
sors. The system provided incentive for production efliciency by the milling 
industry, and the percentage of wastage and spoilage was high. 

The reforms suggested by the ECA mission took the milling industry out of 
hands of the Greek Government and established it on a semi-free-enterprise basis. 
Under the new system the contract millers buy grain and imported flour from 
the Greek Government at established prices. The millers assume full responsi 
bility for the unloading, movement, milling, and blending of these raw materials. 
They sell the finished product at specified prices. 

The new system stimulated the milling industry. Annual budgetary savings 
to the Greek Government amounted to several millions of dollars. The baking 
industry, like the flour-milling business, was reestablished on a semi-free-enter- 
prise basis with substantial savings to the Government. 

The basic ration of bread throughout the non-wheat-producing areas of Greece 
was raised through the efforts of the ECA mission. The spread between rationed 
and free market prices of bread was reduced. Pricing reforms in rationed bread, 
flour, and wheat reduced the drain on the state burget by Several millions of 
dollars annually. The heavy speculation in this food commodity which previously 
prevailed was shaply curtailed. 

The entire Greek Government milk distribution system was overhauled with 
ECA assistance. These changes included the substitution of powdered milk for 
evaporated milk. 

The Greek Government received ECA assistance in reorganizing their ware- 
housing systems. Adequate storage facilities were installed at principal outlying 
ports. This eliminates transshipment expenses and lay penalties for having 
chartered ships discharge cargo at two or more ports. 

Another accomplishment of the ECA was the dislodging of thousands of tons 
of food stocks, elo: ing, and other commodities, much of which had been in Greek 
Government warehouses for more than 3 years. This included property brought 
to Greece by UNRRA, plus a wide variety of equipment, materials and supplies 
from Allied war surplus stocks bought in Europe, and German reparations. 

State-owned surplus property, stored in 63 warehouses and initially valued at 
$73,000,000, was interjected into the Greek economy. Almost every type of item 
from drugs to a floating crane and including 10,607 units and 26 part assemblies 
from German war reparations worth $7,057,000 were moved into user channels. 

This utilization of German reparations equipment and machinery provided 
Greek industry with a tremendous uplift in capacity at a critical time following 
years of enemy occupation and civil strife. The Greek state government utilized 
directly much of the property such as harness for draft horses and machinery 
and supplies for reconstruction. Its use saved several millions of dollars in for- 
eign exchange. 
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MINING IN GREECE BEING REVIVED 


One of the most important and undeveloped sources of wealth for Greece is 
its underground minerals. Substantial deposits of magnesite, bauxite, lead- 
zine, barite, iron pyrites, manganese, chrome, corundum, gold, nickel, sulfur, 
and antimony occur in Greece. 

World War II brought most of the mining operations in Greece to a standstill. 
\fter the war many mine owners were unable to resume work because of the 
lack of cash, machinery, and security. Communist bandit wartare later raged 
in the mountains where many mining districts are located, further retarding 
the resumption of mining operations. It was only when the Greek National 
Army drove the guerrillas from northern Greece and the mountainous areas 
that it was possible to renew mining activity in many districts. 

Under the AMAG program loans were granted to metal and lignite mines for 
the importation of mining equipment and local expenditures. Under ECA other 
ore mining loan applications were approved. Several strategic materials con- 
tracts were approved which provided for a substantial advance in dollars and 
drachmas to a lead-zine and manganese mine. 

Greek mine owners were provided with a further incentive to step up operations 
when a mine-subsidy plan was put into effect in 1950. Under the plan mine 
operators are entitled to receive from the export of their products 50 percent 
of the value in foreign exchange and 50 percent in import warrants. The mine 
owners are required by law to invest 50 percent of the profit from the import 
warrants in mine exploration and mechanization and improvement. 

Mining in Greece had been retarded by the lack of maps and data on the main 
geologic features of the country. The mission has encouraged the organization 
of a geological and subsurface research program (to produce a basic geological 
map and to study the most important mining districts. 


INDUSTRY IN GREECE IS GROWING 


Greek industry was hit hard by World War II, the German and Italian occupa- 
tions, and the subsequent widespread Communist banditry. During the occupa- 
tion period entire plants were dismantled and the equipment and machinery 
shipped out of the country. Often machinery which couidn’t be moved was 
wantonly destroyed, particularly during the German withdrawal from Greece 
in 1944, 

The devastation caused by the bandits was almost as damaging, especially in 
small industrial towns near Greece’s northern and northwestern frontiers. 
The bandits made few attempts to carry off equipment. Their object was 
destruction, and in some cases entire industrial sections were wrecked. Buildings 
were demolished by explosives and burned, and the machinery smashed. 

The entire world knows the story of Naoussa, a textile city of about 18,000 
inhabitants, on the edge of the Macedonian Plain in northern Greece. Naoussa 
was making definite progress toward recovery when, in January 1949, a large 
force of guerrillas battered down the city’s defenses. They murdered Naoussa’s 
mayor because he had dedicated a city square to President Truman. A mad 
3-day spree of killing and destruction followed. 

When the Greek National Army drove the marauders from the town 75 percent 
of the homes and shops were destroyed and almost every municipal building 
and industrial plant in the city had been wrecked. The bandits had com- 
pletely destroyed 9,000 cotton spindles and damaged and destroyed thousands 
of worsted-wool spindles, leaving 4,500 textile workers without employment. 
Emergency food, clothing, and shelter was provided for the people, but their 
means of making a living was gone. 

The Greek Government, financed by ECA, purchased in the United States a 
complete, new cotton-spinning plant costing approximately $500,000. The new 
machinery, which arrived in Greece a few months later, provided 8,016 cotton 
spindles, about two-thirds as many as the Communists had destroyed. 

The principal industries of Greece are the manufacture of textile yarns and 
cloth, light and heavy chemicals, building materials, food processing and wine 
making, leather tanning and metalworking. Other important industries are the 
manufacture of paper and cigarettes, steel from scrap, and woodworking. 

When ECA started in Greece, industrial production was far below its 1989 
level. Reeovery of manufacturing industries was retarded by obsolete equip- 
ment, high Government taxes, Government restrictions, and lack of bank deposits 
which contributed to high interest rates. These restrictive laws and taxes, 
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which increased as Greek Government expenditures rose, coupled with the lack 
of national security and fear of inflation, have largely discouraged the invest 
ment of private capital. 

AMAG completed preliminary surveys of the textile industry and electri: 
power production. It developed a program for long-term AMAG loans fer rr 
habilitation and expansion of Greek industry. 

Steel amounting to 45,000 tons to meet the requirements of Greek industry 
was procured from the United States. This increased activity in the metalwork 
ing trade and saved several million dollars in foreign exchange. American 
machine-tool experts aided the Greek Government to identify, price, and sel! 
large amounts of equipment and tools brought in by UNRRA and by purchases 
of allied war surpluses in Europe. This operation helped modernize production 
methods in some industries. 

The ECA long-term program provided for surveys followed by construction 
to rehabilitate and expand existing industries and establish new ones. The pro- 
gram was based on the utilization of Greece’s natural resources, particularly 
lignite for fuel and power. The aim was to provide cheap fuel, power, and ray 
materials to reduce the need of imports and increase the production volume of 
secondary manufactured commodities. Surveys were made of lignite, nitr 
genous fertilizer, alumina, salt for making soda and steel. All of these indus 
tries have been found economically feasible except steel. 

The industrial program necessitates substantial investments of private capita 
supplemented by ECA funds in the form of loans. The principal problem has 
been to create a political and economic atmosphere favorable to such investment 
The end of the bandit war restored the confidence of Greek capital to a con- 
siderable degree. 

Industrial loans were granted to manufacturers of cement, dyes, fertilizer, 
Diesel engines, paper, leather goods, electric power, steel and copper works, phar- 
maceutical supplies and oxygen and acetylene products, metalworking, shoe 
manufacturing, and other essential industries. 

Industrial technicians in the fields of textiles, light and heavy chemicals, 
metal manufacturing and metallurgy have visited every significant factory in 
Greece. They have provided much assistance in planning for the use of modern 
methods and the installation of equipment. 


GREEK TRADE BEING ENCOURAGED 


The ECA Mission has advised and assisted the Greek Government ministries, 
particularly that of national economy, on immediate and long-range problems of 
Greek trade. The principal object has been to close the gap in Greece’s balance 
of payments—the difference between Greece’s expenditures and its earnings 
which has been at a ratio of approximately 4 to 1. 

The mission has appraised Greek import needs, assisted in developing a pat- 
tern covering imports essential to the functioning of the economy, and followed 
the control of imports by the Greek Government. The effort was aimed at mak- 
ing the most effective use of Greece’s resources—both American aid and the 
earnings of the Greek economy—for the essential requirements of the country 
In cooperation with the Foreign Trade Administration and the Ministry of 
National Economy, these needs are continuously reviewed and the initially pro 
gramed requirements are modified according to changing conditions. Studies are 
also made to assure that the implementation of the above-mentioned control: 
do not result in unjustiliable administrative delays or restrictions. 

Since January 1950 the Greek Government has cooperated with the othe 
countries of OEEC in the ECA-sponsored trade-liberalization program which 
includes the removal of quantitative restrictions on a large part of Greece’s pri 
vate intra-Kuropean trade. 

On the export side, the mission, together with the Ministry of National Econ 
omy, explored the possibilities and means of breaking down trade barriers which 
block the export of Greek products—tobacco, dried fruit, table grapes, wine, olives, 
olive oil, ete.—considered nonessential by most importing countries. A network 
of trade agreements and bank clearings has been negotiated with most of the 
Western European nations. The inconvertibility of European exchange ha 
resulted in much of Greece's postwar trade being conducted by means of barte 
which accounted for 40 percent of total exports in 1948. The network of clearing 
agreements and the adoption of the European Payments Union have permitte 
the virtual elimination of this undesirable form of trade. 
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PUBLIC-HEALTH ACTIVITIES HAVE WIDE EFFECT 


The public-health activities of the ECA mission, in cooperation with the Greek 
Government, affect almost every phase of Greek life. Concrete accomplishments 
were made in the field of construction, sanitary engineering, public-health nurs- 
ing, tuberculosis control, procurement of medical supplies und health education. 
Preventive health measures were also successfully carried out. 

Eleven modern heaith centers, two hospitals, and a partially constructed hos- 
pital were completed and put into operation by the Greek War Relief Associa- 
tion of America with aid of 80 billion drachmas made available by the ECA 
mission. 

A survey of medical-care facilities was completed and findings were tabulated 
on 161 hospitals, 829 private clinics, and 14 health stations throughout Greece. 
This survey provided a basis upon which the Greek Governinent can plan its 
future medical-care-facilities program. 

Mission nursing specialists maintained constant liaison with the nursing sec- 
tion of the Greek Ministry of Hygiene. A Nurse Practice Act was put into effect 
in 1950. The Hellenic Nurses’ Association was reactivated the same year and 
held its first election in several! years. 

An expenditure of $10,000 for teaching aids greatly improved the teaching 
facilities for students in three nursing schools in Athens, and the construction of 
a new school in Salonika made possible the training of an increased number of 
nurses. Equipment was provided to medical schools of the Universities of 
Athens and Salonika and a dental school at the University of Athens. 

To meet immediate needs for improved nursing service in the nation’s hos- 
pitals, an in-service training program for practical nurses was begun in 1948 
and completed in 1950. Six- and eight-week courses were conducted in 43 insti- 
tutions and were attended by 1,203 practical nurses and 74 corpsmen. 

Malaria, once a major health problem in Greece, now exists only in negligible 
proportions. ECA sanitary engineers continued to provide technical advice and 
assistance to the Greek Ministry of Hygiene’s malaria-control prograin, Thou- 
sands of acres of swamp land were sprayed from airplanes and thousands of 
homes were sprayed by hand for residual DDT effect. The major credit for 
success in control work was due to the interest and initiative by Greek person- 
nel of the ministry who had complete responsibility for the work. This work was 
pioneered by the World Health Organization. 

Foreign exchange was made available by ECA for the importation of sanita- 
tion supplies such as pipe, pumps, well-drilling equipment, chlorinators, and 
miscellaneous equipment. Allocations of a considerable portion of these supplies 
were made by the Ministry of Hygiene to hundreds of communities which indi- 
cated willingness to contribute local labor and funds for the installation of the 
equipment. Much of the supplies and equipment are actually in use, 

The number of amputees, both military and civilian, in Greece is estimated to be 
about 18,000. To increase the production of the two State artificial limb factories 
in Greece, semifinished limbs, accessories, and machinery were imported under 
the recovery program. Four Greek technicians were sent abroad for training 
in the production of artificial limbs and British experts on artificial limb pro- 
duction and rehabilitation were brought to Greece to provide consultation and 
advisory services. 

Three foreign physiotherapists were brought to Greece to aid in the develop- 
ment of a rehabilitation and vocational training program for disabled war 
veterans and also crippled children. A foreign orthopedie surgeon was secured 
to serve as orthopedic consultant to the Ministry of Hygiene for a 1-year 
period. A British expert was brought to Greece to aid in the reorganization of 
the Athens School of Hygiene. 

Technical advice and other assistance was given to the Greek Ministry of 
Hygiene in preparing lists of medical and equipment requirements. The ministry 
of Hygiene procured from European countries participating in the Marshall plan 
more than $1,500,000 worth of these goods. 

The medical supply situation in Greece has been greatly improved since the 
beginning of UNRRA aid when conditions were chaotic. The Ministry of Hygiene 
has been supplied with sufficient and ample medical supplies and equipment to 
operate their institutions. 

A training program to provide opportunity for postgraduate study for Greek 
health specialists who had limited opportunity to keep pace with developments in 
medicine during the years of war and occupation, was introduced. Fellowships, 
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for study in the United States and Europe were granted to physicians, nurses, 
sanitarians, and health specialists. 

The ECA Mission also cooperated with the Greek Ministry of Hygiene, Greek 
Red Cross and the Greek War Relief Association in furnishing medical care | 
nearly 700,000 Greek refugees. All existing facilities, and also mobile an 
special clinies were employed in the refugee camps. Major epidemics Were 
avoided and much suffering alleviated. 


BETTER GOVERN MENT IS CARDINAL AIM 


The ECA Mission advises and cooperates with the Greek Government 
planning and implementing governmental reforms. These reforms are designed 
to effect economies and assure a more efficient operation of the Greek Government, 
its agencies and legal entities of public law. 

Greece is a constitutional monarchy very similar in form to that of England 
The King is the titular head of government but the people elect a parliament 
responsible for making the country’s laws. <A central government located in 
Athens, the capital, administrates for the country which is divided into 49 areas 
or nomoi. A nomarch, the highest nomos official, is the connecting link between 
the people and the central government. 

The goal of the Greek Government, with the aid and advice of the ECA Mission 
is to bring the Government closer to the people. At the beginning of the Marshall 
plan aid program in Greece, the Greek Government itself recognized certain ad- 
ministrative inefficiencies in the Government services. They requested the 
advice and guidance in achieving governmental refornis. 

The mission was specifically asked to work with the various ministries of 
the central government in order to improve organizational structure and adminis- 
trative methods and aid in revitalizing local government by delegating ministerial 
authority from the central government to the provinces. Advising the Greek 
Government on the collection and preparation of statistical information and 
assisting in the reorganization of the civil service with a realistic wage policy 
for civil Servants were other mission responsibilities. 

The abolition of some Greek Government ministries and the consolidation of 
others was thought necessary and the number of ministries was reduced from 
23 to 16. These amalgamations are expected to provide the flexibility necessary 
for the further development of internal organization patterns. 

The mission’s efforts toward improving administrative practices of the Greek 
Government ministries were largely concentrated on the Ministries of Coordina- 
tion, National Economy, Finance, and Post, Telephone and Telegraph. A sweep- 
ing reorganization of the Ministry of Coordination was carried out. 

The reorganization made it possible to enlarge the ministry’s responsibility 
for a coordinated direction of economic policy and resulted in a central control 
over hudget preparations and execution, and the establishment of an adminis- 
trative planning, organization and methods section. Central control of the 
distri}ution of public information related to the recovery program was also 
placed in the Ministry of Coordination. ‘. 

The lack of good statistics has always presented a major handicap to efficient 
planning in Greece. As a result of the mission’s efforts the statistical data of 
Greek Government services was integrated in a central statistical bureau within 
the Ministry of Coordination. A method of uniform statistical presentation and 
reporting is now being formulated. The mission also advised on an agricultural 
census completed in late 1950 as a preliminary step to the taking of a population 
census. 

The mission aided the Greek Government to establish a new civil service pay 
scale. The new pay schedule abolished a long list of special allowances and pre- 
vents civil servants from drawing pay from more than one government position 
at the same time. A more equitable relationship between civil servants and 
military personnel was also established. 

A primary aim of the mission has been the decentralization of governmental 
responsibility, removal of key administrative government officials from politics 
and an over-all improvement in government services. The initial move in this 
direction was accomplished in September 1949 when a new law affecting 
nomarchs was adopted. The principle of nonpartisan career service was em- 
bodied in the law and for the first time in modern history the nomarchs were 
chosen according to standards established by a nonpolitical board. 
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This new reform was intended to restrict political patronage and free the 
nomarchs from political pressures, The law provides for the free application by 
anyene who feels qualified for the post of nomarch. After a selection has been 
made on merit the new official is given a period of training before he assumes 
office. The law also stipulated a longer tenure in office with provisions for 
renppointment or removal only by the original nonpolitical selection board. 

The mission has always encouraged the renewal of local elections and with 
the Greek Government succeeded in lowering the voting age for Greek women 
in municipal elections from 30 to 25 years. Women were also permitted to hold 
public office for the first time. 


GREEK SOCIAL WELFARE IS NATIONAL PROBLEM 


Social welfare problems were among the most pressing and difficult with 
which the ECA mission to Greece had to deal. The end of World War II found 
large segments of the Greek population in miserable circumstances. Then Com- 
munist bandit warfare drove hundreds of thousands of Greeks from their homes 
to the safety of security centers where they lived a hand-to-mouth existence 
as refugees. Many others, including famiiy heads, were killed by the bandits 
who looted and destroyed homes and entire villages. 

When the ECA Mission to Greece began to function an estimated one-third of 
the entire Greek population of 7,500,000, or about 2,500,000 people, were fully or 
partially dependent on the Greek State for some type of assistance. bout 
750,000 refugees, of which 685,500 were completely dependent on the Government 
for food, shelter and clothing, were uprooted from their villages and concentrated 
in security centers. In addition another 60,000 people were in their villages but 
unable to provide for themselves. 

The refugees lived miserably and scantily. The Greek Government, aided by 
ECA, provided a break or flour ration that amounted to roughly 10 ounces daily. 
Ration distributions sometimes lagged. In addition a daily cash allotment, 
the equivalent of 15 cents, was given to heads of families and 10 cents to each 
member of the family. Occasionally articies of clothing or footwear were given 
to the refugees but these distributions were very rare and some refugees got 
nothing at all. 

Housing conditions were deplorable. The luckier refugees lived in barracks, 
rickety one-room houses or were billeted with townspeople in the refugee centers. 
Others found shelter in abandoned warehouses, partially destroyed schoo!houses 
and other buildings, or lived in tents. Conditions where 500 were crammed into 
a small 6-room schoolhouse with only blanket partitions separating the families 
were not uncommon. They slept on the floors and sometimes set up house- 
keeping on landings and stairs. Less fortunate families lived summer and winter 
in culverts, under bridges or in holes dug in the fields. 

The military situation worsened during the unusually harsh winter of 1948-49. 
The sacking of Naoussa, Kirditsa, and Karpenision and other communities in- 
tensified the misery and insecurity of the population. The refugee load increased 
and on January 1, 1949, stood at 674,828 in security centers. The financial 
burden on the Greek Government also increased. 

The military tide began to turn in March 1949 when the newly equipped and 
American advised Greek Army invaded bandit strongholds of the Peloponnesus. 
As the area was cleared the repatriation of refugees began. About 18,000 were 
returned to their villages and homes. Emergency food and supplies were rushed 
to villages which had been in bandit hands for as long as 2 and 3 years. Many 
of the suffering villages had to be supplied by mule pack. Some were so isolated 
tha they could be reached only after hours of steady climbing. 

The biggest problem in the Peloponnesus was not repatriation but the caring 
of people who had been held in virtual captivity in villages taken over by the 
bandits. Very few villages had been completely evacuated. When the bandit 
menace became serious the Greek Army removed only the younger people, mostly 
young men of military age, and the known opponents of communism, whose lives 
were in actual danger from the bandits. The rest remained behind and endured 
the Communist occupation as foreed laborers on minimum food rations. 

ECA representatives who followed the Greek Army into the captured villages 
found the people in pitiful conditions. They were semistarved and many had 
lived for months on a thin diet of greens, roots, and bobota, a heavy, hard and 
bitter tasting baked corn mixture. Most of them were in tattered rags. Almost 
every possession including blankets, farm tools, seeds, and livestock had been 
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taken by the bandits. Many were maimed and permanently injured by the 
bandits. 

The ECA representatives reported that only effective and quick help could 
prevent further extreme suffering on a large scale. In anticipation of the 
emergency, tons of supplies, mostly of American origin, had been spotted 
throughout the Peloponnesus on the advice of ICA officials. As soon as an 
area was declared “secure” by the Greek Army these supplies were taken to the 
spot and distributed to the needy population. More than 200,000 hungry men, 
women, and children were given emergency rations during the operation. Cloth- 
ing, farm tools, and seed for planting were provided by various Greek Government 
ministries with the assistance of the ECA. 

A vastly different preblem had to be faced in central and northern Greece. 
Here villagers had been evacuated wholesale. As the Greek Army swept area 
after area and pronounced them “secure” thousands of Greeks were repatriated 
to villages which had been virtually deserted for 2 and 3 years. -The Greek Gov- 
ernment, aided by the ECA, pushed the repatriation along as rapidly as the mili- 
tary situation permitted. 

The army had a military interest in repatriation. The existense of a great many 
armed villages throughout the country was an important aid toward the com- 
plete suppression of banditry. The National Defense Corps, groups of picked 
Villagers adequately armed and instructed, was another weapon to be used 
against Communist guerrillas. Both the Greek Army and Navy assisted the repa- 
triation program and in some instances of absolute emergency army units even 
shared their own rations with returning refugees. 

One of the biggest single repatriation movements accomplished in Greece was 
completed jointly by Greek Government, ECA officials, and the Greek Royal Navy. 
The navy furnished ship transportation for 1,700 refugees being repatriated from 
security centers near the industrial city of Volos to their mountain village of 
Keramidi on the east central coast of the Greek mainland. Four Greek Navy 
LCT’s (landing craft tank) were used for the 18-hour sea trip. Each carried 
about 250 men, women, and children and their belongings and plied back and 
forth across the Aegean Sea until all the refugees were landed on the beach below 
their village. 

Many of the returning refugees were almost destitute. They often returned 
to destroyed homes. In most cases their fields had lain uncultivated for months 
and even years. Their tools had been destroyed or stolen; their work animals 
taken by the bandits and their flocks of goats and sheep eaten, or dead from 
neglect. Many had only the clothes on their backs, a skimpy supply of food 
rations, and a pitiful assortment of personal belongings. 

The returning refugees were usuaily given a special flour ration, extra food- 
stuffs if any were available, and a 2-month drachma allotment amounting to 
approximately 60,600 drachmas or $4 for each faiily member. In addition fami- 
lies of three or less members received a special resettlement allotment of 200,000 
drachmas or $13.33, while families with four or more members received 300,000 
drachtuas or $20. The returning refugees were also given a daily ration of 90 
dramia or about 10 ounces of flour per person until declared self-sufficient by a 
nomos or county council composed of Greeks. The money bought small amounts 
of extra food, clothing or whatever other equipment they needed and covid 
afford. By American standards this may seem an almhouse-poor stake. In 
Greece, Where poverty is the rule rather than the exception, it was enough to 
enable the durable and frugal peasants to make a start toward normal life. 

The ECA gave refugee care and the repatriation program first priority. Second 
in importance has been the work-relief program which began in the late spring 
of 1948. The program was designed to give work to the idle refugees, both for 
the purpose of morale and so that the state might derive constructive benefits 
from funds expended for refugee aid. The program got under way slowly but 
hundreds of projects representing thousands of jobs were completed. 

The program had a splendid morale effect and almost universal support by the 
Greek people, the Greek Government, and ECA officials. Work projects in com- 
munities resulted, in most cases, from local initiative. Once a project is ap- 
proved the people themselves go ahead with the work, furnishing their own tools 
and local materials whenever possible. 

Besides aiding the individual refugee workman, many badly needed civic im- 
provements were carried out. Projects completed or nearing completion include 
new water systems, irrigntion and drainage works, new streets and roads, flood 
and torrent controls, airfields and docks, and sewage systems. 
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Early in 1951 the Greek Government instituted a full program of cash as- 
sistance to needy people in their own homes, anywhere in Greece. The program 
entails three kinds of aid. Aid to unprotected children is for children under 15 
who lack the support of parents because of death, physical or mental handicap, 
or continued absence from the home. Aid to unemployvables is for the aged 
and the physically or mentally handicapped without family support. ‘The third 
type of aid is work relief. 

Advice and detailed assistance in the framing of this program were given by 
the public welfare experts of the misson. The mission also helped the Greek 
Government to revise its pension system in order to increase by a little the 
pathetically small amounts being paid to those with the most valid claims by 
eliminating some of the anomiulies and the downright abuses which had crept 
into the system. 

Among the social problems facing the Greek Government after the war, per- 
haps none was more critical or affected more peopie of all classes than that of 
shelter. A vast number of farm dwellings and villages and some urban housing 
were either demolished or partially destroyed. Hundreds of thousands of refu- 
gees were driven from their homes by bandit warfare. They congregated in 
Greece’s large cities and urban areas for safety and placed a further strain on 
already overburdened shelter resources. 

Shortage of building materials, skilled labor, and investment capital crippled 
all efforts to meet the situation. A rigid rent control policy, while it was vigor- 
ously supported as necessary to control living costs, effectively discouraged up- 
keep of existing shelter. To meet the problem a Government building program, 
supported by technical advice and substantial financial assistance from AMAG 
and later the ECA Mission was put in operation. 

Th.s pro.ram produced 15,090 housing units in more than 3800 Greek vil- 
lages under AMAG. Under ECA program, housing was built or restored for 
thousands of Greek families at an average cost of S660 per unit. More than 
half of these families were assisted by the provision of building materials. The 
actual cost of this type of housing aid amounted to $120 per family aided. 

During the summer of 1950, the Greek Government and the ECA Mission de- 
cided to put all available finances from the refugee program and also the 
normal housing program into a common fund. The entire amount was diverted 
to building in northern Greece where the major part of guerrilla destruction 
occurred and where housing is most needed because of the cold winters. Under 
the new system the home builders received cash, given in installments as the 
building progressed, as well as building materials. 

This was the introduction of the self-sheltering plan. In most cases the home 
builders do all the work themselves, from the laying of the foundation to the til- 
ing of the roof. The cash allotments enable builders to buy supplementary ma- 
terials and pay for skilled labor when it is necessary. Now that the 
guerrillas are gone from the mountains many villagers can also obtain additional 
lumber, stone, and sand in their neighborhoods. Women and children also work 
and when the new program got underway rural Greeks in the northern areas 
provided a great demonstration of self-help. 

Other emergency work had previously been accomplished. Temporary shelter 
for almost 22,000 refugee families was constructed in security centers. Emer- 
gency buildings were built in several large centers which were targets of heavy 
bandit attacks. The Greek Ministry of Housing and Reconstruction, with the 
assistance of the ECA Mission, provided emergency relief shelter for the vic- 
tims of a number of earthquake and flood disasters, notably on the island of 
Levkas, Crete, and Chios, where several thousand homes were destroyed. Emer- 
sency repair work was done on about 400 homes damaged or destroyed by floods 
in the Athens area during 1949. 

A joint effort by the Greek Ministry of Education and the Greek Ministry of 
Housing and Reconstruction with the assistance of HCA resulted in the repair of 
hundreds of schools buildings. Reconstruction work on other hundreds of 
school buildings was started. ‘Thousands of school desks have been built to re- 
place those lost in burned and destroyed schools. 

The main function of the mission in the field of publie welfare is giving advice 
and technical assistance to the Greek Ministry of Welfare. A long-range public 
assistance and child welfare program is being developed and mission efforts 
generally are aimed at increasing the efficiency of welfare administration in 
Greece, 
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Forestry and range management program 

Forests and range land in Greece comprise over 70 percent of the total area. 
[he program for the development of these resources has been i ated through 
roject agreement No. 7. During 1949-50, a total of 16,804,460,000 drachma: 
ere spent in development of forest nurseries, opening up of forest roads and 
mountain soil-erosion control. In addition, $121,550 were spent for the procure- 
ent from foreign countries of equipment and tools. An additional 27 billion 
irachmas have been authorized for use in promoting the forest work during 





PT et) 

In 1949-50, 22 million seedlings were produced in nurseries financed by ECA 
funds. Approximately 14 million of these trees were used in reforesting 70,000 
tremmas during the year. A Jittle over a million trees were used by other public 

rvices including 418,000 planted by communities and municipalities; the 
balance was used by private organizations in reforestation. It is estimated that 
100,000 stremmas were planted to trees during the fiscal vear. It is anticipated 

t a much larger area will be planted during 1950-51 under the financing to be 
provided under an amendment to project agreement No. 7, covering the present 
fiscal vear. 


Allocation in million dr ychnas| 
| 
| 


Kind of State-owned horticultural institutions Namnber | -———— a Total 
1948-49 1949-50 1950-51 
ruit tree nurseries............. LS Pee ae 37 752 2 375 5. 675 
ViNG FOCREROUN EUTSOIIOS . no. oc oven cnc cdencnane _ jh eyecare | 450 1. 700 
Plant pathology stations--.-- ‘ | 





OE ip Abadia cave csebbienibenccidbodwdiewens 


Concurrently the production of the State-owned nurseries increased as shown 
below: 
[Pieces] 


1947 1948 1949 1950 


















PYGit SPOS vi G00 cn oon cco cceeccocceuks--e 


ps (Se eee, nae 172, 000 310, 000 483, 322 
Vineyard planting stock resistant to phylloxera pest_- 


350, 000 847, 120 937, 743 | 1, 555, 477 








During 1949-50, 28.6 kilometers of new forest roads were completed and an 
additional 43 kilometers of mountain roads were maintained or improved. Forest 
road construction is expected to be twice as large during 1950-51. 

A total of 63 million drachmas were spent in 1949-50 in mountain soil-erosion 
control work. ‘This included the work in 48 forest areas and covered the con- 
struction of 18,000 cubic meters of permanent engineering works, 21,000 cubic 
meters of semipermanent engineering works and about 40,000 lineal meters of 
temporary work, namely, brush work. The Ministry expects to accomplish about 
50 percent more in this field during the 1950-51 period. 

Agricultural rehabilitation 

Approximately 39 billion drachmas was available for 1950 spring cultivation, 
while a budget of 120 billion was approved for the fiscal vear 1950-51. A great 
percentage of this amount was sued for 1950 fall cultivation assistance, as follows: 









Cultivation assistance 
1950 spring period: Drachmas 

tc ie Faia lan Tercera a RRO Ss pre iey tae _ 19, 906, 000, 000 
TAL) 2 ai Seeley oe dE oe On a ana i arias a 5, 380, 009, 000 
(c) Fertilizer_...._-_- bere aa a aes : : 5, 810, 000, 000 









SO Wg eh A INO A RIE Ri Sita abla JEM Sa = EN i a 31, 096, 000, 000 
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1950 fall period: Drach mas 
(a) Plowing ---- ‘ 20, 000, 000, 000 
(b) Seed__- 5 ag BOSE SN : 9, 100, 000, 000 
(c) Fertilizer____- ae: be _.. 8, 000, 000, 000 
TOL. 2). 22s JESE SS SZ 188060: 000 
1951 summer period _ - ae see pas 27, 000, 600, 000 


Grand total for cultivation 90, 196, 000, 000 


Antmal feed.—Such assistance was given to livestock owners, at 100 okas of! 
barley per each owner of a large animal. The sums of drachmas 1,150 millions 
for spring 1950 and 10 billion drachmas were used for the purchase of 10,200,000 
okas of barley. 

Farm tools.—For the completion of the total program the following amounts 
were approved for the local manufacture of tools, in addition to those which ar 
being imported through the dollar program. 

Drachmas 
(a) 1944-50 budget ies SA ae, f 
(b) 1950-51 budget ee eee ee .-.-.-- 12, 000, 000, 000 


ae oe. ad nt ge : ane ...... 24, 500, 000, 000 


Delivered Delivered Total 
prior to 1950 in 1950 delivered 


Tor 


ow shares . 200, 700 8&4, 000 
Iarrows (steel 22, 030 15, 300 
arious small tools, such as shovels, picks, saws,. ham- 

mers, hoes, ete 484, 609 350, 000 
Honey extractors _ __ =a : : idm 3, 000 


lows (various types ree 78, 360 54, 000 


i 
} 
I 
\ 


Carts, bee hives—In 1950 9 billion drachmas were committed for the making of 
5,128 two- and four-wheel carts. In 1950 1,975 earts were delivered. One billio: 
drachmas was also used for the making of 11,000 beehives. The entire number 
has been delivered. Total delivered since the beginning of the program: carts 
11,085, beehives 31,250. 

Local purchase of animals.—The amounts of 10,730 millions out of 1949-50 and 
8 billion out of the 1950-51 were set forth for this purpose, as follows: 


1. Purchase of animals from the Army (1949-50)__...._.... Dr. 7, 380, 000, 000 
2. Alloeated to field agricultural services for local purchase of animals: 
(a) Out of 1949-50 budget_-___- : Abe mae semi Als Me O00 
(b) Out of 1950-51 budget________-- en . , 000, 000, 000 
Total ie .-.--18, 730, 000, 000 
By using these funds the following animals were purchased: 
(a) Army: 
Mules : a2 ; SE apis ; , eaean POOs 
Horses _ _ - : , - 335 


Total Army___- ; D, 941 


(>) Purchased by the field agricultural services: Large animals__- 208 
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Dollar program 

Amount budgeted $9,900,000 for 1948-49 and 1949-50, and $5,800,000 for 
1950-51. 

Items of 1948-49, 1949-50, and 1950-51 budgets, delivered in 1950. 


bi sa Total 
Animals | Mules | Donkeys, Bovine Mares large Sheep 


Imported in 1950 Ackabe 4, 490 2. 034 
animals imported pr ior to 19S 4) ; §, 253 3, 844 


Total imports__.. sp 9, 743 
iimals locally purchased _ scales ona 5, 603 


Total imported and locally pur- 
chased... A 5, 346 

als contra eted but not imported yet; 
1949-80 lollar program. don ase 2 , 786 


i 2,301 of these mares come from the 1948-49 dollar program. 


Additional 

Delivered Total expected to 
in 1950 | delivery complete 
| contracts 


Delivered 
Items priorto | 
1950 | 








——— a Se a 


| | 
Comb-foundations. -.-.------- : 560, 000 700, on 1, 260. 000 oe 
Pruning shears....-..--- : ab 37, 413 47, 872 885, 285 | 72. 128 
Sickles. -..----~-------------------------- 48, 141 134, 000 | 182, 141 | 266, C00 
Scythes. ..--------------------- 4,714 9, 000 ‘i 13, 714 | 13, 000 


| 
| 
i 








The handling of the supplies and animals, e. g., receipt, storage, maintenance, 
and distribution to the recipients was transferred by agreement to the Agricul- 
tural Bank through its field branch offices. 


Accomplishments in veterinary field 

Foot-and-mouth disease.—The campaign against foot-and-mouth disease has 
been carried out effectively in most areas where the disease appeared. In Mace- 
donia, Thessaly, and Thrace nearly 100,000 animals have been effectively vacci- 
nated and the disease is on — decline in these areas. 

Newcastle disease.—Over 2 million fowls have been vaccinated against Newcastle 
disease. All vaccine which can be utilized by the existing services is now being 
produced locally. 

Anthraz.—Immunizations on 200,000 cattle and 1,600,000 sheep and goats 
were performed during the anthrax season, 

Tuberculosis —A planned control campaign was started with more than 9,000 
tests having been made. Thirty tuberculosis cattle have been replaced with 
disease-free cattle. The dairy area around Drama has been cleared of tuberculous 
animals. One dairy section near Salonika has been cleaned up and the tuberculous 
cattle in other dairy areas will be replaced as soon as disease-free replacements 
are available. 

Brucellosis—The planned contro] campaign has been started in four dairy 
areas. More than 9,000 calves were immunized during the past month, 

Transportation facilittes——The Veterinary Service has been provided with a 
total of 60 motor vehicles which are adequate to enable the service to carry out 
disease control activities, 

Veterinary clinics.—The veterinary clinics of Salonika, Serres, Drama, Komo- 
tini, Larissa, Trikkala, and Gastouni have been built and are in operation. Three 
others at Xanthi, Argos and Tripolis, are under construction. 

Veterinary warchouse-—The veterinary warehouse is nearing completion. 
However, part of building is now being used. 

Veterinary education.—The new veterinary college was opened with 30 students 
enrolled. Additional buildings and supplies have been obtained which will 
provide facilities for the second vear classes beginning in October. 

Artificial insemination.—Supplies were purchased to expand this program t3 
12 new areas. 
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“he insemination service was begun in four new areas in northern Greece. 
the present rate of services, 24,000 cows will be bred during this year. 

Efforts of the veterinarians in the Salonica station to control sterility dise: 
have resulted in returning 65 percent of nonbreeders treated to fertility. 

Livestock.—Imports of improved breeding stock were as follows: 

Horses: 81 stallions, Anglo-Norman and Anglo-Arabian breed, and 7 ja 
were imported. ‘ 

Cattle: 131 cows and 17 bulls of Brown Swiss breed were distributed to 
Government breeding stations. Three thousand dairy eattle were brought 
the iarge milk-producing areas. Five hundred cream separators have | 


imported. 
Goats: 106 female and 8 male Saanens were distributed to the breeding stations 
Hogs:.330 Yorkshires were imported and distributed to the breeding statio 
Poultry: 28,788 eggs were imported from flocks having an average annual yi 
of 250 eggs. The chicks from these eggs were distributed throughout the poult 
industry. Placed in commission were 256 incubators and 253 brooders. 


CONSTRUCTION STATISTICS 


ulation showing completed base and asphalt surface work: 
AMAG 
funds 


through 
June 30, 1948 


ECA funds 
through 
June 30, 1951 ! 


Types of improvemen 


Kilometers | Kilometers Kilometers 
(1) Stone or gravel base course... - - : 1 2, 3,178.4 
(2) Asphalt surface course ; 2 0 
(8) Asphalt surface sealed 
(4) Stone or gravel base course ready for surface 
(5) Stone or gravel base course under construction 


1 Included in (1). 


In addition special maintenance work to improve over-all travel was done « 
at least 1,700 additional kilometers of roads in various categories. 

Technical supervision and financial assistance was furnished for the develop 
ment of at least 700 kilometers of new roads which have been constructed w 
community development improvement funds. 

Highway bridges.—A total of 200 bridges with a combined span length of 4,100 
linear meters have been completed, including the Corinth Canal bridge of 78 
linear meters span, and an additional 100 bridges with a combined span length 
3,350 linear meters are under contract and at various stages of completion. 

It is interesting to note that the total length of the bridges completed amou: 
to approximately 2% miles, and the total length of bridges under construct 
amounts to 2 miles, or a grand total of approximately 414 miles of bridges. 


Airfields 
Tabulation showing extent of work completed: 


» N G ds Zc ut 5 

Types of improverrent completed on A TA a fun is | E } A funds 

-” runways, taxiways, aprons through June through June 
nways, bXIWGYS, A} iis 30, 1948 30, 1951 


Totals with An 
can aid fund 


———————— 


Stone or gravel base course. e 332,000 square | 578,000 square | 910,000 squ 
meters. meters. meters, 
3. P. surface course - - - ‘ ..---| 260,000 square § 120,000 square | 380,000 squ 
meters. meters. meters. 
Asphalt surface course. ....-| 162,000 square | 751,000 square | 913,000 squ 
meters. meters. meters. 
Earth or rock excavation___- 130,000 cubic | 700,000 cubic |) 830,000 eu 
meters. meters, mneters, 
Drainage pipe, French drains, and open | 10,000 linear! 25,000 linear {35,000 lir 
ditches meters.! | meters. | meters. 
Facilities, control towers , 2 Romney huts “aes . | 2 Romney hut 
control towers... |... ....-.--.-.-..-.| 8 control towers 
Buildings and hangars | 2 hangars... : eee ...| 2hangars. 
buildings | 7 buildings. 





1 Approximate. 
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It is interesting to note that the 910,000 square meters of base and asphalt 
surface runways, taxiways, and aprons is the equivalent of 182 kilometers of high- 
way 5.0 meters wide, or 114 miles of highway 16.5 feet wide. 


Harbor reconstruction 


Piraeus.—Procurement of one 15-ton, fifteen 3-ton and six 6-ton cargo unloading 
cranes; two 3-ton drydock cranes; grain silo mechanical and electrical equipment; 
drydock pumpwell mechanical and electrical equipment—100 percent completed. 
Procurement of twenty-four 2!9-ton and twenty-one 1-ton lift truecks—100 percent 
completed. Erection, installation, and repair of mechanical and electrical equip- 
ment of grain silo—100 percent completed. Installation of all drydock operating 
equipment—85 percent completed. Erection of fifteen 3-ton and six  6-ton 
cranes—90 percent completed. Fish receiving station—5 percent completed. 
Fire station—15 percent completed. 

Salonika.—Procurement of three 6-ton and six 3-ton cargo cranes;,port rail 
track facilities; and six 1-ton and eight 24-ton cargo lift trucks—100 percent com- 
pleted. Procurement of crane electrical equipment, railroad ties and accessories, 
and erection of three 6-ton and six 3-ton cranes and repair of port railroad facil- 
ities—52 percent completed. Construction of 400 linear meters of quay walls 
—90 percent completed. Construction of new 5,760 square meter warehouses 

57 percent completed. 

Volos.—Repair of 155 linear meters of quay walls, construction of port adminis- 
tration and warehouse building (7,200 square meters) and paving 3,800 square 
meters of surface for traffic and open storage—55 percent completed. Procure- 
ment of three 244-ton and one 1-ton lift trueks—100 percent completed. 

Corinth Canal.—Canal maintenance dredging, 51,870 cubic meters—100 percent 
completed. In addition to the above, 61 projects in 45 smaller island and main- 
land ports have been undertaken by ECA. 

The projects include the construction of 3,000 linear meters of quay walls, 
3,300 linear meters of breakwater, 20,000 square meters of paving, 105,000 square 
meters of piers, 800,000 cubic meters of dredging and miscellaneous quay, break- 
water, and pier repairs. 

Of these 61 projects, 34 have been completed, 19 are under construction and are 
in various stages of completion, and 8 are in the award stage and are scheduled to 
start in the immediate future. 

Railroads 

The opening of the railroads involved the following work accomplished with 
American aid. 

S. P. A. P.—Reconstruction of 87 kilometers of track; replacement of ties, 507 
kilometers of track; reconstruction of 23 bridges, 110 kilometers of telecommunica- 
tions, 36 buildings, 2 substations, 1 in Piragus and 1 at Mili Athens, 1 table of 
transportation at Piraeus, 1 shed for Diesel cars at Piraeus, 1 filling station and 
Diesel oil tanks for Diesels at Piraeus; new construction of Central Station of 
Piraeus not complete; installed 433,857 wood cross-ties; new supply June 14, 1951, 
of 138,000 new wood cross-ties. 

Franco-Hellenic Railroad.—Reconstruction of 63 bridges and 4 buildings com- 
pleted. 

S. EB. K. to May 81, 1951.—Reconstruction of 37 locomotives, 56 passenger and 
Diesel cars, 778 freight cars, and 1 mail car; converted 12 freight cars to personnel 
sleeping cars. 

The following have been rehabilitated from July 1, 1950, to May 31, 1951: 
Reconstruction of 572 kilometers of track, 86 bridge spans of important bridges, 
72 bridge small spans, 52 buildings, 500 kilometers of telecommunications, 46 
signal installations, and 36 water points; purchased 8,600 special bridge ties; 
ordered for 101,000 standard track ties; ordered for 600 kilometers of complete 
track, including steel ties, rails, fastenings. 

Thessaly Railroad.—Work with American aid to June 1, 1951: 

Quay walls completed 100 percent. 

Quay track and metallic part of bridge about 90 meters long brocked by with 
crushed stone and 2,800 cubic meters of crushed stone. 

New combination track of 0.60 meter and 1.00 meter gage completed 100 per- 
cent from Central railroad station to Kapournioti mills distance =1,800 meters. 

Replacement of ties from kilometer 19,000-kilometer 16,100 using one new tie 
to every seven old ones. Distance of 142 kilometers. 


94756—52——55 
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Replacement of ties from Volos-Larissa (60 kilometers) using 40 new ties to 
every 100 meter distance: 


From 1946—Dee. 31, 1950 
Total replacement of new ties from Jan. 1, 1951—-May 21 
Native ties 


SEE CRINURENE BEG AIG. o 5 iota nedninnisn nai taduns dnimdddiid 46 


Extension of Volos switchyards about 250 meters distance. 

Telecommunications: From Volos-Larissa (distance of 60 kilometers) com- 
pleted 100 percent; from Volos-Fanari (distance 121 kilometers) completed 100 
percent. 

Buildings: Station building and personnel quarters at Melies completed 100 
percent. 

New machinery: Six gas generators of 7 kilowatts. Two crushers. 

Locomotive reconstruction: Type 2-6-0=3 reconstructed, type 2-6-2=1 
reconstructed. 

Locomotive boilers, six, change the old copper with new ones; two replacements 
of fire boxes. 

Cars, freight: Reconstruction and replacement: Closed cars, 27; open with 
high sides, 11; open with low sides, 7. 

Passenger cars: Type, mixture I-II-III=7 cars reconstructed; utensil cars=2 
cars reconstructed. 

WATER SUPPLY AND SEWERAGE 


The following water supply, sewerage and drainage construction has been 
completed with American aid as of June 1951. 





1947-48 AMAG| 1948-50 ECA 





Linear meters | Linear meters 
Tunnel 1, 241.5 8, 964 
Cut and cover aqueduct ae 2, 408. 3 10, 909 
Siphons—low and high pres:ure- 387 
Laying casi- ron pip2_..--.---..- 13, O87 


499 








The following construction was completed by AMAG: 
The New Phaleron industrial district pumping station. 
Construction of the New Phaleron industrial sewer system consisting of 1,250 
linear meters of pipe and 970 linear meters of conduit. 
Repairs and maintenance of the Kifissos River flood-damages. 
Construction of flood-protection works for the relief of the Athens-Piraeus area. 
Construction of machine shop and miscellaneous auxiliary works. 
Completed by ECA from July 1948 to July 1950: , 
See 
a 
Ilissos twin barrel 328 
INI b> ches cseig ct tebe eS nes donee a eee ee chy creda, ache ee OE i 2, 161 
Pipe laying ! 4, 894 
plinses Onn ahaa feet etc. iewk Seep edngns ae oben lul aeiealle 551 
RSGO8 ATID RONIORS oc ccemninaelawile Ge iotad Aocbcdowa saa Say cae 770 


1 Includes 60 linear meters of steel pipe forced main into the sea. 


The following projects are now under way: 

Improvement of capital water supply by fabricating in Greece approximately 
15,700 linear meters of pipes of various sizes from steel plates purchased from 
abroad. 

Procurement of 15,000 tons of pipes and fittings from abroad for the improve- 
ment of water supply of various towns in Greece. 

Work under construction at the present time: 

1. St. Thomas works, through which 5%-8 million cubic meters of water wil! 
be diverted annually to Marathon Lake. 
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2. Kalohori aqueduct at Salonika of a length of 3,820 linear meters, which will 
increase existing output from 13,000 cubic meters per 24 hours to 18,000. 

3. Water-supply pipeline installation of Souda Bay from Chanea to provide 
water for serving ships at the enlarged Souda Bay pier. 


POWER 
Basis of program 

1. EBASCO Services, Inc., retained by ECA in 1948, to make comprehensive 
survey of the need and desirability of an electric-power program for Greece, 
rendered its report in January 1950. 

2. ECA and Greek Government agreed on program in spring of 1950 to cost 
estimated total of $83,000,000 including three hydroelectric and one thermal 
electric projects and associated transmission and distribution facilities. The 
projects were: 

Kilowatis 
Aliveri (thermal) 
Lahon (hydro) 
Agra (hydro) 
Louros (hydro) 


3. Greek Government and EBASCO entered into management agreement on 
July 20, 1950, under which EBASCO agreed to organize and administer a com- 
bined staff of American and Greek employees to assume responsibility for execut- 
ing the program and operating the facilities when completed. The Greek Govern- 
ment agreed to establish a state corporation for this purpose. 


Progress of projects as of June 30, 1951 

1. Aliveri—Burns & Roe and Foundation Co. of USA are designing and 
constructing project. Excavation is complete, construction buildings are complete, 
concreting has started, the operator’s village is under construction, and all major 
equipment is on order. Completion scheduled December 1952. 

2. Ladhon and Agra —Societa Edison of Italy is designing and supervising con- 
struction of project. Exploratory survey work in progress at sites for structures 
and tunnels. Contracts are being let for Ladhon Dam and tunnel construction. 
Most major equipment is on order in Italy. Ladhon scheduled for completion in 
June 1954, Agra in November 1953. 

3. Louros—ETER (Greece) and Omnium Lyonnais of France are designing and 
supervising construction of project Contract let recently and work is just 
beginning. 

4. Transmission and distribution.— Merz and McLellan of England is designing 
and engineering 150-kilovolt transmission system Contract for construction of 
Aliveri-Athens and Athens-Patras 150-kilovolt transmission lines has been 
awarded to Societa Anonima Elettrificazione of Italy. Same firm was successful 
bidder to supply most of equipment and material for balance of 150-kilovolt lines. 
Contract is being let for design and engineering work on 15-kilovolt distribution 
facilities. 

Other significant developments 

1. Public Power Corp. began operation February 27, 1950, as independent 
agency wholly owned by Greek State, reporting through the Minister of Industry 
and operating under a comprehensive legislative charter approved by Parliament. 

2. Greek Government presented a project application for a new 40,000-kilowatt 
thermal plant at Ptolemais and associated transmission facilities to cost $12,500,- 
000. The application was approved by ECA/Greece and forwarded to OSR and 
ECA/Washington for approval. 

3. Total expenditures for 1951 are estimated at about: Foreign exchange, 
$1644 million equivalent; drachma, $2.4 million equivalent; total commitments 
were about $22 million equivalent. 

4. The Athens-Piraeus Electricity Co., a British-owned company serving the 
capital area, received an ECA loan of $6,000,000 in 1948 for expansion of its gen- 
erating, transmission, and distribution facilities. These funds had been exhausted 
by the end of 1950 and a new loan was approved for $2,940,000 for transmission- 
system changes and expansion needed to absorb power from the PPC system. 
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TELECOMMUNICATIONS 


The general status of the telecommunication program is as follows: 
Percent comple- 
tion of 4-year 
Item program 
Purchase of line material (local suppl) __- 
Completion of reconstruction of radio buildings 
Reconstruction of metal line network (labor) 
Building of Solonos Street exchange 
Building of Patissia Street trunk exchange 
Extesion of Alvssida exchange building 
Building of Nikea local exchange (Piraeus) 
Buildi>g of St. George local exchange (Piraeus) 





1950 | June 1951 


Comparative statistics 1939 





Automatic telephone equipment lines__._......_.-._..-- a 58, 000 66, 460 
Towns having automatic exchanges. - -- 24 22 
Number of long -distance offices - 600 631 
Number of dotaestic telegrams mare _.| 4,500, 000 4, 775, 000 
Number of long-distance calls : 3,000,000 | 3,600, 000 
Number of international cables Oh RSI he eee es oe 600, 000 | 823, 000 400, 000 
Number of international telephone calls 50, 000 | 14, 000 8, 000 


i 
| 
Automatic teleph: ne subscribers cae 45, 000 | 62, 729 








PHOTOTOPOGRAPHY 


During the fiscal year of 1950-51, the Phototopographic Department of the 
Ministry of Public Works has, by the aid of the Marshall plan, produced the 
following aerial photomosaics, aerial photographs and enlargements, 1:20,000 
topographic maps and 1:5,000 topographic planimetrie maps, for use by various 
agencies of the Government and foreign contractors in preparing engineering 
reports and engineering plans for reclamation projects, water supply, mining and 
geology, and hydroelectric projects throughout Greece. 





Square 


) } 
anti } i 
| Quantity kilometers 





ee 6, oi : Negatives-_- oe 18, 726 
. Ground control ot MUA ee ‘ | Square kilometers. ___- 4,041 
. 1:20.900 aerial mosaics | ee 31. 210 
1:5,000 aerial mosaics oe) ale See ee Lee a 250 
5. Aerial photo cuntracts....................-.--.--] 7,608 | Each... -- 30, 925 
Se ee eee ; | &-minute quardangle sheets 7, 898 
1:5.000 topo maps-_- ; 109 144-minute quadrangle 1, 197 

| sheets, 

. Aerial photo enlargements-_--...........--- 1, 004 | Each 62, 379 








At the average United States price for like work, the above photographs and 
maps have a value of over $1,000,000. 

To date the project has cost $265,380 in foreign exchange and 6,510,000 drach- 
mas ($434,000), or a total of $699,380. 

The salvage value of the instruments and supplies purchased with the foreign 
exchange is approximately $220,000; therefore, the work was produced for 
approximately $479,380. 





ee Ne ee ee ee Oe ee? 
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TRANSPORTATION STATISTICS 


P Sea transportation 
A. Oceangoing vessels. 





A a 441 
Under Greek flag as of June 30, 1951: ———— 
Rae: (a lh cate AR A re Ll 112 
gg aie et amiss apeqmneeto-t  Genan ae aay ele etapa eee 93 
elite Sree ens aca deomnscdeescceseeecnn 2 
la AN ata nied Sel eal ACW aud nias cae mi ein sh tn ens eo lls w 13 
in a ala d 220 
Under foreign flag (Greek-owned) as of June 30, A aR Ee 702 
B. Steam driven coastal fleet: 
a Ne le a i hw gs we em ni 3 
Ships on June 30, 1951 (300 to 12,000 tons)__._____.___________ 35 
C. Under construction in Italian shipy ards and financed by ECA: 
Modern-type coastal vessels (1,800 gross registered tons)_______- 4 
Combined passenger and cargo vessels (5,000 gross registered tons) _ 2 
Port activities during ECA period to July 1951: 
Ships arriving in Greek ports with ECA supplies_________- 486 
Total tonnage of ECA goods discharged as of May 31, 1951 
(direct procurement) _-___-__-__- _gross long tons_- 1, 689, 837 
Total value of goods as of Apr. 30, 1951 ‘(direct procurement)_. $169, 282, 216 
tn RONG MOO en a el me ie are $29, 189, 941 
Total tonnage liquid fuels discharged at Greek ports. _tons_- 129, 800 
Total value of fuels, as of Apr. 30, 1951____.______-__-____- $4, 394, 959 


Rail transportation 
On July 1, 1951, Greek railroad equipment totaled: 


a a a a Ge 254 
eel a Stee Nard Ns oe so oa oad ee awe een = 33 
J DSIRE ihc deel, SS ARUN Hie es Ait een eng ene eam 12 
I il a a hs te em 281 
Passenger cars (returned by Yugoslavia) __......----.----------- 76 
———— 357 
ROR MII ONAONN Sg oe ie omnes nen cnenen 4, 497 
Freight cars (returned by Yugoslavia)____.........-.--.-------- 785 
et ae 


Before the war, Greece had 275 locomotives and 6,000 freight cars and pas- 
senger coaches, 
Air transportation 

Before the war, a civil airline with seven aircraft operated between Athens and 
other parts of Greece. Annual traffic averaged about 7,000 passengers and 200 
tons of freight and mail. 

In June 1951, the total Greek civil aviation fleet consisted of 21 operating 
aircraft. 


Automobile transportation 
Before the war, 17,300 vehicles operated in Greece. 
Vehicles operating on Greek roads as of May 31, 1951, included: 


Sipe a agli papers apse ino A ego as RnB ey ne cries leaeton pi Ni ae ee ae 15, 440 
NN 5d ie ead itn an ne ee Cee eo ee eee 4, 055 
MPM leis orn prs als Wea se wives acs mela Reveals Ate b ws ieee aa 4, 208 
Privately owned TRON OO CATR es eo eer eet 8, 358 

she hrc ia de ah ue om ace oa OS ew aisitweas 32, 061 


Automotive supplies 
More than $2,900,000 worth of automotive spare parts and tools were put on 
the market for sale to the publie. 
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Mining statistics: Through June 30, 1951. 





Number 
of loans 


Foreign 
exchange 





AMAG loans: 
Metal mining 
RS RE tel AT BE Es ON eka ete eae tea 


ECA loans: 
Metal mining 
Lignite ! 


ECA grants: 
Lignite—aliveri 


Total loans and grants 
Total metal mining 


Total lignite 


$188, 466. 74 


3, 809, 324, 400 
401, 403, 140 





188, 466. 74 


4, 210, 727, 540 








1, 720, 964. 83 
11, 113, 000. 00 


11, 738, 440, 000 
53, 732, 000, 000 





12, 833, 964. 83 
6, 000, 548. 00 


65, 470, 440, 000 
81, 224, 453, 000 





19, 022, 979. 57 
1, 909, 431. 57 


150, 905, 620, 540 
15, 547, 764, 400 











17, 113, 548.00 





135, 357, 856, 140 





1 Includes Ptolemais, foreign exchange, $10,626,000; drachmas, 48,150,000,000. (Approved by Central 


Loan Committee but not yet contracted for June 2), 1951). 


INDUSTRY STATISTICS 


Loans to industries 


Loans granted to Greek industries, under both the AMAG aid program under 
the Truman doctrine, and from 1948 to July 1951 under the Marshall plan, totaled 
the dollar equivalent of $24,305,544 in various types of foreign exchange, and 
$15,214,029 in local currency counterpart funds, divided as follows: 





Number of 
loans 


Foreign 
exchange 


Local cur- 
rency 





Nonferrous metals : on he 
RINE oo on stices tne ccudinmaeuesbe nee RIAL OTe 
Cement " e 

Chemicals 

Textiles ; Sac 2 

Rope and twine.......-...-...-...-- ici aelas wniadianlilaoaieiiae eee 
Building materials and woodworking : 
Miscellaneous 


RE NUDe Sosniines ta cin hidgc ais stpnidoes nae bation totalled aii 


$2, 827, 536 
404, 468 

3, 220, 297 
5, 583, 676 
7, 638, 919 


353, 883 
1, 397, 396 





$2, 154, 289 
344, 732 

3, 071, 744 
882, 879 

5, 656, 253 
1, 165, 535 
213, 911 
839, 099 
885, 587 








24, 305, 544 


15, 214, 029 








PUBLIC HEALTH STATISTICS 


Buildings under construction in June 1951: 
Nurses schools 


Repairs to a mental hospital, of four general hospitals, and the school of 


hygiene in Athens are also being carried out. 


Buildings completed: 
Modern health centers 
Hospitals 
Partially constructed hospital 
Nurses home 


Completed and put into operation by the Greek War Relief Association of 
America with aid of 30 billion drachmas made available by.the ECA mission. 
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Medical surveys completed: 
Findings were tabulated on— 
Hospitals 


Malaria control: About 1,400,000 acres of swampland sprayed from airplanes 
with DDT. A total of 583,356 homes in 5,137 villages sprayed by hand. 


Sanitation supplies and medical equipment: 
RIMM MUINON. oak Cees a eke $3, 138, 000 
Equipment provided to medical and dental schools 

Fellowships (for study in the United States) : 
Physicians 


Sanitary engineers 
Sanitarians 


HOUSING AND WELFARE STATISTICS 
Nuclei housing: 
Total completed and under construction by contractors 
Completed by contractors 
Total completed and under construction (aided self-help plan) 
Total completed (aided self-help plan) 
Repairs to damaged houses: 
Total completed and under construction by contractors 
Completed by contractors 
Total completed and under construction (aided self-help plan) 
Completed (aided self-help plan) 
Urban housing: 
Total completed and under construction 
Ee endasinkedddaeedageawenialbhdedainieassaows 1, 984 
Schools: 
Total completed and under construction 
Completed 
Total completed and under construction (refugee repatriation areas) _ 
Completed (refugee repatriation areas) 


1 And 230,000,000 drachmas. 


Public assistance programs 





Aid to unprotected children 
Work relief 


number of 
workers! Number of 





Number of 
communities 





155 
26, 612 
16, 098 21, 381 


31,112 28, 528 
18, 915 65, 953 
13, 300 85, 315 














1 Each supporting himself and an estimated average of 3 other persons. 
3 Including the relative giving care as well as the children. 

* First month of operation. 

‘ Less than 100. 
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ATHENS, GREECE—EXHIBIT 6 


ALL 


Post-War Foreicn Arp 


TO GREECE 


SUMMARIZED 


THROUGH JUNE 1951 


Athens.—The Economic Cooperation Administration (Marshall plan) Mission 
to Greece today compiled actual data on all foreign aid to Greece covering th 


period from October 
equivalents, are as follows: 


1944, through June 30, 


1951. 


The figures, in million- dollar 





October 
1944- 
June 

1947 


July 
1947- 
June 
1948 


July 
1948- 
June 
1949 


July 
1949- 
June 
1950 


July 
1950- | », 
June 
1951 





. AMBRICAN AID 


Civilian economy: 
(a) ECA aid: 
Direct 
Indirect 
Rationing program 
Technical assistance. 


Subtotal 


(b) Other: 


UNRRA (United States share) 


Post-U NRRA relief. 

Loans — surplus prope rty, 
port Bank E 

Relief agencies___- 

AMAG..... 


E Export: -Im- 


Peete sets es ed ees 


Total United 
economy. 
en 


States 


Military 


Total American aid civilian and military _- 


B. OTHER AID 


Civilian economy: 
Supplies from milit: ary 
U NRR A (non-United States share 
British stabilization loan 
Balance of 1940/41 British loan 
Canadian aid 


Subtotal 
Military aid: British 


Total other aid 
SUMMARY 


Total civilian aid_...........-.. 
Total military aid 


Grand total_...__- 


aid for civilian | 


104 0 
40.0 
76.0 


248. 0 
200.0 | 


448.0 


$121.2 | $100.8 | 
130.1 | 127.2 


S44 
S404. 2 


333. 5 


6.2 
1.3 | 


236.5 | 1,285 
145.4 | 


“281. 9 


| 142.0 | 


398. 2 


170.0 


430.3 





1 The above 
not yet available. 


amount represents common 


use imports only; excludes purely military aid for which data 
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(Overseas Surplus) 


FRIDAY, NOVEMBER 16, 1951 


Houser or RepresENTATIVES, 
SuBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DeparTMENTs, 
Free Territory of Trieste. 

The subcommittee met Friday, November 16, 1951, in the American 
Embassy, Trieste, Free Territory of Trieste, Hon. Herbert C. Bonner 
(chairman of the subcommittee) presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold Donohue, W. J. Bryan Dorn, Bill Lantaff, Cecil M. Harden, 
Charles B. Brownson, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; John 
Elliott, State Department escort officer; and Brig. Gen. Clarence C. 
Fenn, Department of the Army escort. 

Military personnel present: Maj. Gen. E. B. Sebree, commanding 
general, Trieste United States troops; Col. J. R. Vance, chief of staff, 
Trieste United States troops; Brig. Gen. J. L. Whitelaw, Director 
General of Civil Affairs, Allied Military Government, Trieste; Wesley 
C. Haraldson, Director, Finance and Economics, AMG; Col. John J. 
Madigan, Jr.; Col. E. S. Wallace, trust surgeon; Lt. Col. F. M. Izen- 
bur, deputy chief of staff; Lt. J. F. Shiddell, Jr., aide-de-camp to 
Director, General Civil Affairs, AMG; Lt. Col. W. T. Belland, assist- 
ant chief of staff, G4; Maj. Erland D. Kiddie, medical supply officer ; 
Lt. C. K. Nulsen, Jr., aide-de-camp to commanding general; Miss 
Barbara Gassman, secretary to commanding general ; Maj. W. B. Cook, 
Jr., assistant trust comptroller; Maj. Hugh H. Evers, assistant trust 
comptroller; Lt. Col. J. L. Williams, trust quartermaster; Maj. H. R. 
Lovell, trust quartermaster; Maj. M. Hichak, trust quartermaster ; 
Capt. D. H. Wuchter, trust quartermaster; Lt. Col. C. F. Matthews, 
trust signal officer; Capt. R. F. Mitchell, trust signal section; Lt. Col. 
H. F. Kirkpatrick, trust engineer; Lt. Col. W. V. Beach, trust real- 
estate officer ; Capt. B. J. DiMiceli, engineer supply officer; Eugene L. 
Harding, trust engineer; Lt. Col. M. G. Miller, trust inspector gen- 
eral; Col. W. F. Schweikert, commanding officer, 7101 AU General 
Depot; Maj. H. R. Kent, assistant chief of staff, G4; Maj. W. J. 
Winder, trust ordnance officer; Capt. W. B. Leonard, trust ordnance; 


Nore.—Asterisks denote classified material deleted for security reasons. 
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Maj. C. E. Schneider, assistant, G4; Capt. T. A. Hull, trust transpor- 
tation officer; Maj. H. G. Peabody, secretary, General Staff; and Lt. 
Col. P. Godby, assistant chief of staff, G-2. 

Mr. Bonner. General Sebree, and gentlemen of your staff: 

This is a subcommittee from the Expenditures Committee of the 
House of Representatives. This subcommittee has been studying 
supply management, surplus property, and other matters for im- 
provement of efficiency and economy in the Armed Forces and the 
departments of the Government. 

General, we are ready to hear from you. 


STATEMENT OF MAJ. GEN. EDMUND B. SEBREE, COMMANDING 
GENERAL, TRIESTE UNITED STATES TROOPS 


Major General Sxprer. Mr. Bonner and ladies and gentlemen; I 
would like to tell you a few things about our situation here and about 
the so-called Free Territory of Trieste before you proceed with your 
order of business. 


HISTORY AND DEVELOPMENTS IN FREE TERRITORY OF TRIESTE. 


Trieste is an old Roman town. It was founded about 178 B. C., 
and it kicked around from various forms of government until 1398, 
when it became an Austrian city. From 1398 until after the first war, 
Trieste was a principal commercial city of Austria and the largest 
port on the Adriatic. At the close of the First World War, when 
the Austro-Hungarian monarchy was dissolved, Trieste and the 
strip of coast to the south, which 1s known as Istria, became a part of 


Italy. 

Fiume, which was the Austrian naval base and is about 75 miles 
south of us, was set up by the Treaty of Versailles to be a free city, 
much in the same way that Trieste was after this war. In 1924, 
D’Annunzio, leading a group of Fascists, and Mussolini, marched into 
Fiume and took over the town, and it became an Italian city by reason 
of squatters’ rights. 

At the close of this war, when the Italian Peace Treaty was signed 
in 1947, it set up this small territory as the Free State of Trieste. It 
is divided into two zones: zone A to the north, which is the Anglo- 
American zone; and zone B to the south, which is the zone admin- 
istered by the Jugoslavs. As part of the terms of the peace treaty, 
the American forces and the British forces are limited to 5,000 men, 
and the Jugoslavs in zone B are limited to 5,000 men. 

Now, the idea of this was that this was an interim measure only. 
These troops were sent in here to maintain law and order and security, 
pending the appointment of a governor by the United Nations and 
also the establishment of a gendarmerie that could take over the 
internal police-security measures. 

The gendarmerie has been formed and has been functioning for 
several years. It is known as the Venezia Giulia Police Force. They 
have about 4,700 men. They are efficient and they are entirely ade- 
quate for their primary mission, but there has never been agreement 
upon a governor, due to Russian action in the United Nations. So, 








co te i ft Oe | 
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the status quo is exactly as it was set up; the interim form of gov- 
ernment has become the permanent form of government—or the pres- 
ent form of government, at any rate. 


ok * * * 





POLITICAL ASPECTS OF TRIESTE 


In 1948, just before the elections in Italy, the United States joined 
with France and England and issued a tripartite declaration in which 
they said that the Free Territory should be returned to Italy. * * * 
During the pagan period, from 1948 up to the present time, 
Yugoslavia has gradually reoriented herself and broken with the 
Soviet Union. *- * * The extreme parties of the left and right 
combine in opposition to the Government on political issues of a na- 
tional character, which puts Mr. DeGasperi in a difficult position. 
* * * * * * * 












COMPOSITION OF TRIESTE POPULATION 


In zone A, the Anglo-American zone, there are 300,000 people. 
Seventy-five percent of them are Italians. That is the zone which the 
city isin. Zone B, which is about three times as large geographically, 
has about 75,000 people, and about 50,000 of them are Yugoslavs. Gen- 
erally speaking, the Italians are along the coast, and the Yugoslavs 
are in the rural communes. 

As to the American forces here: We are limited to 5,000 men. I 
say “men,” Mrs. Harden, because I cannot afford to have Wacs if it 
counts against my allocation, as everybody has to double in brass. 
At the moment, we have about 4,300 officers and men. We are a little 
under strength. We have 125 Army Department civilians, and 1,300- 
odd indigenous Italian employees. 

Our budget, not counting the open allotments, is about $5,000,000 
a year, or about $1,000 per man in uniform. 

One rather economical feature that we have which is unusual: Re- 
quisitioned property and leases were all executed at a time when the 
lira was pegged at somewhere between 1 cent and a half cent. Now 
it is 625. The result is that, I think, the most expensive piece of 
property that we have is General Whitelaw’s villa, which costs us 
$18 a month rent. Most of our apartments cost us about $6 or $7 a 
month. 

The castle here, we pay no rent on this building at all. The build- 
ing is furnished free. It was an Italian museum prior to the war. 
We have 22 bachelors living on the third floor, and I live on the first 
floor, so that this is one of the few pieces of real estate that the Gov- 
ernment actually makes money out of by collecting our allowances 
for quarters. The Italians also pay for the upkeep of the building 
and the grounds. 

I think it is a fairly happy command from a military standpoint. 
It is a small command. We operate directly under the Joint Chiefs 
of Staff. Our vehicular accident rate is about the same as it is else- 
where in Europe, and it will continue to be so as long as they sell 
automobiles to Europeans. 
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We have no serious incidents as compared to what they have in 
Germany. ‘There are still a lot of people who remember that we fought 
the Germans in the war and are sore about it. We get along very 
well with the local population. The term of foreign service here 
has just been cut back to the regular 3 years, although we have a back- 
log of people who were frozen in position. 

I can’t think of anything else in a general way that you might be 
interested in. I don’t want to take up any more of your time, but 
I have the staff here, and they can answer questions as things come 
up. Thank you, Mr. Bonner. 

Mr. Bonner. Thank you, General. Mr. Donohue? 

Mr. DonouvE. No questions at this time. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harven. I should like to ask the General who pays the 4,700 
policemen ¢ 

Major General Sesrer. Who pays the 4,700—— 

Mrs. Harpen. Yes, General. 


STATEMENT OF BRIG. GEN. JOHN L. WHITELAW, DIRECTOR, 
GENERAL CIVIL AFFAIRS, TRIESTE 


MILITARY GOVERNMENT STRUCTURE 


Brigadier General Wurtetaw. AMG pays them. 

Major General Sesree. I thought you said the “leases.” It is paid 
for by the commune. One thing I didn’t mention and should have. 
The Territory is governed by an Allied Military Government; and, 
by the decision of the United Nations, the British commander is 


the military Governor, regardless of rank. So, Maj. Gen. Sir John 
Winterton, who commands the British troops, is the military Gover- 
nor. Iam Deputy Governor, which amounts to very little except that 
I function when he is not there. General Whitelaw, my deputy, has 
the No. 2 position in the military government. He is Director of Civil 
Affairs, and in general each of the departments is headed by an Eng- 
lishman or an American with an opposite number, so to speak. For 
example, the only military agencies that are integrated is Intelligence. 
An Englishman at the present time is the G-2 of the Intelligence 
Division of our forces here. My G-2, the American G—2, is his deputy. 
That seems like a rather expensive way to run the thing. We have 31 
officers on duty with this Allied Military Government, but I think 
probably it pleases the British, and it seems to work pretty well. I 
think that mostly in the interest of national prestige, it is worth the 
space it takes up. 

They have a budget. Their budget comes from taxation of business 
in the Territory, and so forth. There is rather a funny thing in that 
connection: Ninety-five percent of the income with which this Free 
Territory is run is from indirect taxes—sales taxes—and only 5 percent 
is from income tax. Is that right? 

Brigadier General Wurretaw. Something like that. 

Major General Sepree. But the payment of everything in here, with 
the exception of the things that you pay for with American troops any- 
where they are, is paid for by the commune. I don’t know what is 
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back of the commune’s economy; it might all be getting back to 
Indiana, as far as I know; but, as far as I am concerned, my budget is 
not on that thing. Do you see? Do I make myself clear? 

Mrs. Harpen. Yes. You did answer the questions that I had about 
the Wacs. ; 

Major General Srsrer. I would like to talk to you more in detail 
about that later. 

Mrs. Harpen. All right, General. 
Mr. Bonner. Mr. Brownson. 


REQUISITIONING PROCEDURES 


Mr. Brownson. How much of your class I supplies are procured 
locally and how much do you have to ship in? 

Major General Sreprer. The only thing that is procured locally is 

erishable foods. New York has been our port up until very recently. 
Now it is New Orleans. 

Mr. Brownson. Do you deal directly in your requisitions with the 
States ¢ 

Major General Serer. Yes, sir; our procurement is entirely from 
the States, with the exception of elites. 

Mr. Brownson. Are hae requisitions edited along the line, or are 
they edited in the States only at the port? 

Major General Srsrer. They are edited at the port. We are 
directly under the port for procurement. 

Mr. Brownson. How much personnel do you have here, aside from 
straight Army? How much Navy and Air Force? 

Major General Szpree. We have a Navy liaison group of two offi- 
cers, and we have a third naval officer who is the representative of the 
MSTS, the Transport Service. I have one Air Force officer, a liaison 
officer from EUCOM. The necessity for the Navy people is that we 
have no artillery. The Navy is our artillery in case we have to fight, 
and they are tactical liaison people, and the Air Force officer is more 
or less the same. We have no detachments. 

_ Brownson. You have no problem in cross service in the area 
ata 

Major General Sresrer. Not a bit. 

Mr. Brownson. These small detachments that are here, draw 
everything they can from you, and the balance, I suppose, uniforms 
and other items which are not identical they draw, from the closest 
supply point of their own supplies ¢ 

Major General Sresrer. That is correct. 

Mr. Brownson. In your mission here, working with the British, 
have we brought in any large amount of supplies to support the local 
economy ¢ 

Major General Sesrer. I don’t think we have brought in any. The 
Army has brought in nothing; no. The Army, no. 

Brigadier General WuiteLtaw. The ECA has. 

Mr. Brownson. What is your relationship with the ECA? 

Brigadier General Wurre.aw. There has been an ECA mission here 
for the last 4 years. It operates as it does in any other country in 
Europe. 
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STATEMENT OF WESLEY C. HARALDSON, DIRECTOR, FINANCE AND 
ECONOMICS, ALLIED MILITARY GROUP 


ECA PROGRAM COMMENTS 


Mr. Haratpson. As General Whitelaw stated, we have an ECA 
mission to the Free Territory of Trieste, just as you have an ECA 
mission to the Government of France or the Government of Italy, 
and our relationship with the ECA mission is the same as it would be 
in another country. We are the government of the area, and we 
work with the mission just as if it were the Italian Government 
working with the Italian mission in Rome. 

Mr. Brownson. In other words, you are running a finance and 
economic section of the civil affairs government here, and you are 
utilizing the services of the ECA? 

Mr. Haraupson. Yes; we have been allocated ECA aid in.the past 
3 years in relatively small amounts in comparison with other coun- 
tries, but we are participating in OEKEC and ERP, just as France 
is and the other members. 

Mr. Brownson. You have this governing council here with the 
British representative as the Governor of the Territory. Are you on 
the Governor’s staff, in your position as finance director ? 

Mr. Haraxpson. Oh, yes. I am directly responsible to General 
Whitelaw and through him to the zone commander or military 
Governor of the area. 

Mr. Brownson. And you have a British opposite number ? 

Mr. Hararpson. Yes, my deputy is British. 

Mr. Brownson. In other words, the finance—whatever you call 
him—the finance minister of the government here is British ? 

Mr. Hararpson. No. We have two organizations, or two main 
branches of Allied Military Government. There is the department 
of the interior, which handles more or less your civil local affairs. 
There is the department of finance and economics, under which 
comes everything financial and economic—production, transportation, 
railroads, and everything. I am the director of the finance and eco- 
nomics, so the finance minister, or whatever you want to call him, 
is directly responsible to me, and I am directly responsible to Gen- 
eral Whitelaw. 

Mr. Brownson. That’s right, but where do the British come into 
the same thing! They have a director of finance, too? 

Mr. Haraupson. It is a completely integrated staff. My deputy 
is a Britisher, and then in the division of finance and economics there 
is a finance section. That happens to be headed up by a Britisher. 
There is a comptroller section, headed up by an American colonel. 
There is a trade and commerce section. That is headed up by an 
American Army Department civilian. Usually where you have the 
head of a division an American, you have his deputy a Britisher, or 
vice versa. 

Mr. Brownson. What has been the total ECA aid that has been 
appropriated for Trieste since the end of World War II? 

Mr. Hararpson. In the 3 years of ECA aid to date, we have re- 
ceived $3714 million. 

Mr. Brownson. Has there been any type of aid in kind or in 
money come down from the British for the same area ? 
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Mr. Haraxpson. Not to my knowledge. There may have been 
some in the very early days when they liquidated the joint command 
in Italy, but since that time I have no knowledge of any. 

Mr. Brownson. Was there any surplus or captured property in 
this area that was turned over to the local government at the cessation 
of hostilities ? 

Mr. Haratpson. I am afraid that I wouldn’t be the qualified one to 
answer that. The quartermaster would be able to. 


STATEMENT OF LT. COL. WALTER T. BELLAND, ASSISTANT CHIEF 
OF STAFF, G-4 


Lieutenant Colonel Bettanp. The only surplus property that I know 
of which was turned over by the United States Army at the cessation 
of World War II were a number of horses which were captured. 

Mr. Brownson. There was nothing else given to the civilian econ- 
omy by way of artillery tractors or anything of that sort that could 
be adapted to civilian use? 

Lieutenant Colonel Betiann. No, sir. In fact, the horses were not 
given to the local economy either. 

Mr. Brownson. Let’s see if I have this right. We have a unified 
military staff. 

Major General Sreprer. Yes, sir. The head of one staff section will 
be British; the head in the other will be American, and where the 
head is British he has an American under him. 

Brigadier General Wurretaw. Only in the G-2/GS-1 section. That 
is the Intelligence Section. 

Mr. Brownson. I am talking about Allied Military Government. 

Brigadier General Wuiretaw. Yes; it is integrated. The zone 
commander is General Winterton. I am his executive with the title 
“Director General of Civil Affairs.” I am an American. I have 
these two major departments, department of the interior, headed by 
an Englishman, and Mr. Haraldson’s department of finance and 
economics; he is an American. The deputies of those two people are 
of the other nationality. It is that way throughout, in general. 

Mr. Brownson. You have these two main departments. What two 
main departments do the British have, corresponding to the two that 
are under you ? 

Brigadier General Wuiretaw. In the military government there 
are only two major departments: The interior, finance and economics. 
That is the Allied Military Government. 

Major General Sesrer. It is completely integrated in the Allied 
Military Government phase. In the military phase the only staff 
section that is integrated is the G-2 section. 

Mr. Brownson. You are completely integrated in your Intelli- 
gence? 

Major General Sepree. In our Intelligence; that is correct. 
Mr. Bonner. Mr. Lantaff ? 


ECA AND COUNTERPART ACTIVITIES 


Mr. Lantarr. This $3714 million that has been expended through 
ECA here in the past 314 years, what has that $3714 million been 
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Mr. Haratpson. In the first years, it was spent for a wide variety 
of foodstuffs, plus petroleum products, and some fats and oils. In 
general, it was petroleum and a wide range of foodstuffs. 

In the last year it has been used exclusively for importation of 
crude oil for our refinery and bread grains for the local poppingen. 

The economy of the area and the neighborhood, Italy, has revived 
sufficiently so that we have no longer had the necessity of importing 
the wide range of foodstuffs that we did in the early years. Last year, 
as a matter of fact, we imported a small amount of cotton, crude oil 
for our refinery, and bread grains and wheat for the local require- 
ments. 

Mr. Lantarr. Are some of those funds used to encourage re- 
habilitation or development of local industry ¢ 

Mr. Haraxpson. Very much so. As a matter of fact, all of the 
counterpart deriving from our ECA aid has been put out in the 
form of commercial and industrial loans. None of our counterpart 
has been spent on roads or buildings, or the wide variety of public 
works that has happened in other countries. It has all been for 
industrial and commercial loans, with the result that we have re- 
habilitated our shipyards, many of our larger factories, have fi- 
nanced the building of new industrial enterprises here and the recon- 
struction of a large part of the merchant marine that was destroyed 
during the war. Because we have extended this counterpart money 
as a Joan rather than spent it for public works, we have repayments 
coming back every month, which serve as a revoling fund to finance 
additional industrial improvement and expansion. 

Mr. Lanrarr. How much money is available in the counterpart 
fund today ? 

Mr. Haraxpson. All of the counterpart funds deriving from the 
$3714 million has already been committed. It has all not been spent, 
but it has been committed in these various types of loans that I 
mentioned. 

Mr. Lantarr. Can the counterpart funds be used to defray the costs 
of the logistical support of our units here ¢ 

Mr. Haraupson. Well, according to the bilateral agreement that 
has been signed between Trieste and the ECA, 5 percent of the counter- 
part goes to the United States Government for any purpose that they 
want to use it for, and the other 95 percent reverts to this joint use; 
ECA and we, as the Allied Military Government, agree as to what it 
can be used for, but that part of the counterpart fund is intended for 
reconstruction and local expenditure. 

Mr. Lanrarr. How much money, total, would you say has been 
loaned to private business here in Trieste through the counterpart 
funds? 

Mr. Haraupson. Somewhere in the neighborhood of 20 billion lire. 

Mr. Lanrarr. Translated into terms of dollars—— 

Mr. Hararpson. That is equivalent of $3714 million. 

Mr. Lanrarr. You mean the whole $3714 million has been generated 
into counterpart funds? 

Mr. Haratpson. That is right. It has been spent for food imports, 
crude-oil imports, American machinery to a degree, and has generated 
the 27-billion-lire counterpart, which in turn has been used to support 
industrial, commercial expansion through loans. 
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Mr. Lantarr. What is your estimate as to the need for additional 
funds here? 

Mr. Haraxpson. I would say that they would be very minimum. 
One of the political factors is the political situation, and you might 
have to nurse a delicate political situation more generously than you 
might otherwise do on strictly economic grounds. Much of the aid 
that has been coming to Trieste has been predicated upon the political] 
situation. 

Mr. Lanrarr. Would it not be possible, in view of the fact that the 
counterpart funds are now used almost exclusively for loans to private 
business here, just to curtail any further economic aid on the theory 
that those funds which have been generated can be used for emergency 
purposes or other needs within Trieste ? 

Mr. Haraupson. As a matter of fact, we have not received any aid 
since the 1st of July of this year, as you perhaps know. No aid has 
been allocated for this fiscal year, and our request was extremely 
modest. I think we asked for 2 or 3 million dollars for this year, more 
asa political gesture than as a serious economic need. 

There’s one thing—I hate to consume so much time—there is one 
thing that has some bearing on the matter, and that is that, according 
to our agreement with the Italian Government, Italy has to support 
our deficit here. 

Mr. Lantarr. What do you mean by “our deficit” ? 

Mr. Haraupson. Our financial deficit of the area has to be supported 
by Italy. 

Mr. Lanrarr. You mean over and above the income received from 
taxation ? 

Mr. Haraxpson. That’s right, so that if you give some ECA aid to 
Trieste, you would have to give less to Italy, because we would draw 
less on Italy. 

Mr. Lanrarr. Does Italy use any of our ECA funds there to make 
up the deficit here ? 

Mr. Haratpson. Not directly, but ECA funds going to Italy obvi- 
ously support Italy. 

Mr. Lantarr. In other words, in all probability we are still paying 
the deficit here but just using another channel ? 

Mr. Haratpson. I am convinced that Italy could not have supported 
the deficit here if she had not received aid from the United States. 

Mr. Lanrarr. You say that this 2 or 3 million dollars has been 
requested just as a sort of political expedient. From the standpoint 
of the American taxpayer, there is a terrific drain on our economy as a 
result of these foreign aid programs and all the other commitments 
that we have made. It has got to the point where we in Congress, as 
the chairman has expressed it so often, have scraped the bottom of the 
barrel taxwise, and we must weigh the needs of these areas in order 
to preserve peace in the world and try to stop communistic expansion. 
against the ability of the American taxpayer to continue to foot the 
bill. It seems to me, from what your testimony has indicated this 
morning, even 2 or 3 million dollars, compared with over-all ex- 
penditures, that Congress would be justified in overlooking the politi- 
cal expediency and turning down any further economic need for 
Trieste in view of the counterpart fund situation here today. 
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Mr. Haraxpson. As I started to say, Italy has to meet our deficit. 
We are going to need to import $3 million of bread grains—2¥% or 3 
million dollars’ worth of wheat and flour from the United States next 
year. Now, we can get the money from ECA, or we can go to the 
Italian Government and say, “You have to give us the $3 million.” If 
ECA is, in fact, supporting the deficit of the Italian Government, our 
getting $3 million from Italy just increases her balance of payments 
difficulties by $3 million, so what we say is that we are not asking for 
any more aid. We are asking that 2 or 3 million dollars which other- 
wise would be allocated to Italy be given to us. 

Mr. Lantarr. Why can’t the $3714 million counterpart fund be 
used to pay for that deficit ? 

Mr. Ciuataei: I’m sorry; the $3714 million has been spent. 

Mr. Lanrarr. The counterpart fund. 

Mr. Haratpson. You can’t use lire to pay for the wheat. We have 
to have dollars. 

Mr. Lantarr. The operating deficit is in lire? 

Mr. Haraxpson. That’s right. 

Mr. Lantarr. Why can’t the counterpart fund, which is a lire fund, 
be used to pay the deficit, rather than calling on the United States 
for more dollars to generate more counterpart funds? 

Mr. Haratpson. It wouldn’t be calling on the United States to give 
us more dollars to generate more lire. It would be calling on the ECA 
to give us 2 or 3 million dollars which she might otherwise give to 
Italy, so that we can buy our wheat directly rather than asking the 
Italian Government to give us $3 million to buy our wheat. It is 
probably a distinction without a difference. 

Mr. Bonner. What effort is being made to widen the tax structure 
so as to balance the budget of Trieste? You mentioned the fact that 
you get sales taxes and indirect taxes. Now, what effort is being 
made to get direct taxes from those that are able to pay taxes? 


TRIESTE TAX STRUCTURE 


Mr. Haraupson. Because of our agreement with the Italian Govern- 
ment, we have the same tax institutions that they have in Italy. Every 
tax law that Italy has on its books is automatically applied here, so 
that we as Allied military government have no freedom of action on 
tax measures. We can’t adopt the tax measures that we would like to 
see or that might be called for. We apply Italian tax legislation. 
However, recently the Italian Government did pass a new tax reform 
law, the so-called Vanolli law, which is a progressive income tax, pat- 
terned on the American system, and it is hoped that, as a result of 
that, we'll get more money through income taxes, and that there will 
not be the tax evasion that you find throughout Italy and France. 

Mr. Bonner. When will that become effective ? 

Mr. Haraxpson. That will become effective in Trieste January 31. 
The law has been published and will become effective at the end of 
January of this next year. 

Mr. Bonner. And is it anticipated that the area will be self-sup- 
porting financially ? 

_ Mr. Haratpson. I don’t know that we could anticipate that much 
improvement in our tax revenues 
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Mr. Bonner. You are not directly taxing the wealthy now? 
Mr. Haraupson. No, the biggest part of our tax comes from—— 
Mr. Bonner. From the poor people ? 

Mr. Harapson. Gasoline taxes, monopoly profits, taxes on gro- 
ceries, and it is a highly regressive taxation. 

Mr. Bonner. So the extremely wealthy don’t bear their share of 
the taxes, their proportionate share ¢ 

Mr. Haratpson. That’s right. 

Mr. Bonner. It could be anticipated if a fair tax system—Since 
we are spending money in here, we certainly should have some voice 
and bring some pressure to bear on those who are able to pay their 
tax to come in and pay their share. 
Mr. Haratpson. Surely. 

Mr. Bonner. It isn’t being done? 


















DEFICIT DISCUSSIONS 





Mr. Harawpson. As I said, this new tax law has been introduced 
in the area and will be effective at the end of January. 

Mr. Lantarr. What is your total deficit ? 

Mr. Hararpson. That is a rather technical question to decide. You 
have the individaul villages and communes, and they have their own 
budgets. What they might add up to, I don’t know. 

Mr. Lantarr. Does the Italian Government make up the deficit of 
operating those villages too? 

Mr. Hararpson. It makes up the deficits of the communes, which 
are cities and villages. The deficits of the communes plus the ex- 
penses of Allied Military Government in running the railroads, the 
posts, maintaining the streets, building houses, and so forth amount 
to at present about 25 billion lire a year, which is about $40 million. 

Mr. LanrarFr. That is within the Territory of Trieste? 

Mr. Haraupson. Yes. 

Mr. Bonner. And that is the annual deficit ? 

Mr. Haratpson. No, no, that is the annual budget. 

Mr. Lantarr. What is the annual income derived from taxation? 

Mr. Haraupson. Of the 25 billion, 18 or 20 billion is derived from 
taxes, and the rest of it we get from the Italian Government. 

Mr. Lantarr. So the annual deficit is how much, in terms of dollars? 

Mr. Haratpson. It has been decreasing very rapidly over the years. 
Our present budget, which we are just negotiating now with the 
Italian Government, contemplates a deficit of approximately 3 billion 
lire for the next 6 months. That is about 6 billion lire for the next 12 
months. 

Mr. LantarF. Translated into terms of dollars, that is? 

Mr. Haratpson. It is about $10 million. 

Mr. Lantarr. General, do each of the technical services here have 
their own depot service ? 





























DEPOT AND WAREHOUSE FACILITIES 






Major General Seprer. I’m not sure that we are talking about the 
same thing. 

Mr. Lantarr. I’m talking about Ordnance; does Ordnance have its 
own depot and storage facilities, and Quartermaster the same ? 
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Major General Srepree. Yes. 

Mr. Lanrarr. I wonder if your G4 or one of the technical services 
can apprise us of about how much inventory is carried in each one of 
these various institutions ? 

Lieutenant Colonel Bruianp. I can give that to you in days of 
supply. We don’t have it in money value or in tonnage. * 

Mr. Lantarr. Does that apply to all the technical services ? 

Lieutenant Colonel BeLianp. Yes, sir; that applies to all. 

Mr. Lantarr. Do you have consolidated w arehouses, or does each 
technical service have its own warehouse facilities, and, if so, how are 
they paid for? 

Lieutenant Colonel BeLLanp. Each of the technical services has its 
own warehouse facilities. They are leased from the Magazzini Gen- 
erali, a Trieste concern. 

Mr. Lanrarr. How are those paid for? Are they paid for out of 
our military funds? 

Lieutenant Colonel Betianp. Yes, sir. 

Mr. Lanvarr. Or out of counterpart funds? 

Lieutenant Colonel BeLuanp. No, sir, they are paid out of military 
funds. 

Mr. Lanrarr. General, why can’t the counterpart funds be used 
for that? 

Brigadier General Wurretaw. The ECA money is, as I understand 
it, to improve the economic picture in Trieste. I suppose they could 
be used for that. 

Mr. Lantarr. How much does that amount to a year? 

Major General Sesrer. Four hundred and eighty thousand dollars 
is our total installation lease and rent for everything; that is resi- 
dences, places of business. 

Mr. Lanrarr. Would it appear sound to you, since we are sort 
of resolving ourselves into the banking business over here, to loan 
ourselves a little of that money to pay for the cost of our warehousing 
facilities? 

ADMINISTRATIVE COSTS 


oe 


Mr. Haratpson. Well, as I said before, of the 5 percent counter- 
part which is available to the United States Government for any 
expenditure they want to designate, I suppose those moneys could 
be used. 

Mr. Bonner. What are they being spent for now, the 5 percent? 

Mr. Hararpson. ECA could give you a better detailed picture of 
that. It is being used to cover the cost of the ECA administration 
here, their mission, their rent, the rent of the houses of the personnel ; 
part of their allowances, I understand, are paid from that fund. It 
is used for advertising, propaganda through the ECA Mission. Some 
of it reverts back—— 

Mr. Bonner. They are looking after their own administrative costs; 
aren’t they? 

Mr. Hararpson. Some of it reverts back to the Treasury of the 
United States. What they do not spend for their own administrative 
costs reverts back to the Treasurer of the United States. What the 
Treasury chooses to do with it, I don’t know. 

Mr. Lanrarr. How many ECA personnel are there? 
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Mr. Haratpson. Chief of the Mission, the comptroller, and I think 
two secretaries, or three secretaries. 

Mr. Lantarr. Do they draw any of their administrative supply from 
Army sources ¢ 

Major General Sepree. I am sure they do not. 

Mr. Lantarr. They requisition independently of your supply 
sources and have those items shipped out from the States? 

Major General Sesree. I am sure that that is right. The reason I 
asked about the question a minute ago: I don’t know if we were talking 
about the same thing. Actually speaking, we don’t have any depots; 
we have division supplies. We requisition in the States just the same 
as the posts in Germany requisition on Heidelberg. 

Mr. Lantarr. What maintenance do you perform here on vehicular 
equipment ? 

Major General Sesrer. We go clear up to fourth echelon. 

Mr. Lantarr. Where do the spare parts come from, the States? 

Major General Seprer. Yes, sir. 

Mr. Lantarr. Are there any facilities existing here, through any of 
the industries that we are helping, to manufacture any spare parts? 

Major General Sresree. I don’t believe there are. 


LOCAL PROCUREMENT 


Mr. Lanrarr. Has a survey been made of this area and the sur- 
rounding areas to determine whether or not it might be possible to 
acquire spare parts through local procurement, thus saving the cost of 
transportation and also saving critical materials in America ? 

Major General Sesree. I can’t answer that. Can you? 

Mr. Harautpson. Yes; we have made a very comprehensive survey 
of the industrial capacity as it relates to that topic, and that report has 
been turned over to the Quartermaster. The industrial potential for 
making of spare parts and that sort of thing in Trieste is exceedingly 
limited. 

I think another phase that has some bearing on it is that the amount 
that Trust needs here is rather limited, so that it is probably much 
cheaper for them to get the few parts from some place else than it 
would be to procure them locally. 

Mr. Lantarr. Does anyone from G—4 have any idea as to the amount 
of items requisitioned from the States that are used for maintenance, 
spare parts, and so forth ? 

Lieutenant Colonel Brtianp. No, sir; I don’t have that. I can’t 
answer that question. 


STATEMENT OF MAJ. WILLIAM J. WINDER, TRUST ORDNANCE 
OFFICER 


Major Wrnper. I understand that is the total items requisitioned 
from the States? 

Mr. Lanrarr. Component parts, as distinguished from end items. 

Major Winver. There are approximately 6,000 line items requi- 
sitioned from the States annually. The quantity of each item is very 
dependent on the type of vehicle that we have to support and maintain. 

Mr. Lantarr. That is Ordnance alone? 

Major Winper. That is Ordnance alone. 
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Mr. Lantarr. It is not possible to obtain through local procure. 
ment any of the line items ? 

Major Winner. Yes, sir; we do procure locally approximately 30,- 
000 items annually. As to maintenance and spart-part items, these are 
very limited by nature and type, due to the manufacturing facilities 
we have. 

Mr. Lanrarr. What are we loaning this money for? What is the 
nature of the businesses we are loaning these counterpart funds for’ 

Mr. Hararpson. I can give you a number of specific examples. We 
have loaned several billions of lire to the local Lloyd-Triestino Ship- 
ping Co. to assist them in the reconstruction of their merchant marine. 
We have loaned money to the local jute factory, which was completely 
destroyed during the war and which employs about 400 people. We 
have loaned money to the shipyards to modernize their plant and to 
rebuild the war-damaged installations. That is the type of industry 
that was helped. We have also helped small industry to buy Ameri- 
can machinery or more modern machinery, to build new installations. 
All of our loans have been with the one thought in mind of making 
this area more productive and of reducing the terrific overhang of 
unemployment. 

Mr. Lanvarr. If any of the loans are not repaid, what steps, if any, 
are taken to recoup the loan? 

Mr. Haraupson. Well, the same steps that you would take if you 
were a banker; Allied military government would proceed to fore- 
close on the place. 

Mr. Lanrarr. You have had no experience of that kind? 

Mr. Haraupson. Yes; in a number of smaller businesses we have 
had, as a government, to take them over and reorganize them and get 


new management into the firms with the hope that ultimately they 
will be able to repay it, but the incidence of loss has been exceedingly 
low. 

Mr. Bonner. Mr. Meader. 

Mr. Meaper. General Sebree, the 4,300 troops include how many 
British troops? 


TROOP STRENGTH AND COSTS 


Major General Srprer. None, sir. We have a ceiling of 5,000. 
Forty-three hundred at the moment is about 400 less than we ordi- 
narily have, but there is a ceiling of 5,000 American troops, and in 
addition to that, 5,000 British—a total of 10,000 troops in zone A. 

Mr. Meaper. Do the British have 5,000 troops here? 

Major General Seprer. No, sir; they are quite understrength be- 
cause they sent one of their battalions down to Egypt. That bat- 
talion is being replaced. It is coming down here on Sunday. They 
don’t shoot as close to the ceiling as we do. Their average is between 
4,200 and 4,300. The two forces are about the same. The British 
have a brigade of three battalions with necessary service troops. We 
have a complete infantry regiment and the armored troop and the 
services that go to support that. Neither of us has any artillery. 

Mr. Meaprr. How is their occupation financed here? Are they 
wholly standing that cost themselves, or do we contribute to it in some 
way ? 
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Major General Sesrer. The United States Government does not 
contribute to it in any direct way that I know of. They are com- 
pletely independent of us. They have their own commissaries, sup- 
plies, warehouses. They have their own leases. There is no direct 
contribution on the part of the United States. 

Mr. Mraper. I had a question to Mr. Haraldson. The population 
of the entire zone is how much, Mr. Haraldson ? 

Mr. Haraupson. Approximately 300,000. We don’t know. There 
hasn’t been a census since before the war. There has been a terrible 
influx of population from the surrounding area, and we estimate it to 
be in the neighborhood of 300,000. It may be 325,000; it may be 
290,000. 

MUNICIPAL ADMINISTRATION 


Mr. Meaper. As I understand it, you do not assume direct responsi- 
bility for the municipal government, the budgeting, any of that normal 
city activity of Trieste or any of the little villages in the zone. 

Mr. Hararpson. No direct responsibility, but an indirect responsi- 
bility in that if any of the villages of the communes are in deficit and 
come to us for assistance, we then approve their budget to see whether 
such a deficit position is legitimate; and also indirectly through the 
control of funds for housing, public buildings, roads, and that type 
of thing that are the responsibility of a central government rather 
than a local government. 

Mr. Meaper. I have a little difficulty seeing why your budgets should 
be on the order of $25,000,000 annually if you have these municipalities 
that manage themselves and in a sense all you are is a kind of district 
government of some kind. 

Mr. Haratpson. I can give you some of the major portions of our 
budget. We have the 4,700 police, which are the responsibility of 
the central government, if you wish to call it that. They cost us in the 
neighborhood of $5,000,000 a year. That is one item. 

Mr. Mraper. Do the municipalities also have their own police 
systems ? 

Mr. Hararpson. No. 

Mr. Mraper. This is the policing for the entire population, and there 
is no other police ? 

Mr. Haraupson. With the exception of the city of Trieste; they do 
have a—we’ll call it an administrative police, which takes care of the 
local traflic problems and things of that kind. That is a very small 
force of about 350. City police for the city of Trieste. 

Well, to continue on. That was one item that costs us about $5,000,- 
000. We spend in the neighborhood of $3,000,000 to $4,000,000—lire 
equivalent—a year on housing. The railroad is under the control of 
the central government. The entire port area of Trieste. The cus- 
toms people are our responsibility. All the government employees, 
tax collectors, and so forth, and those are the things that add up to 
this budget that I was speaking of. 

Mr. Meaper. Housing, railroad, and port are not losing proposi- 
tions, are they ? 

Mr. Haratpson. The railroad definitely is. 

Mr. Meaprr. How about housing? 
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HOUSING CONDITIONS 


Mr. Haraupson. The housing—government money is going into 
housing because there was a substantial housing shortage in Trieste 
before the war. Since the war, the population of the area has increased 
perhaps 30,000 or 40,000 because of the influx of people from outside 
areas, with the result that the housing shortage in Trieste is one of the 
worst in Europe. There is this influx of population, and superimposed 
upon that the 5,000 British troops, the 5,000 American troops, their 
families, the military government that all need housing accommoda- 
tions, so that we are spending at the rate of about $3,000,000 a year for 
the construction of new houses. 

Mr. Meaper. What I am trying to get at, Mr. Haraldson—let’s see 
if my understanding is correct. We have been running a deficit of 
about $10,000,000 a year, and the support of this area, in one form 
or another, is made up by the United States taxpayer; is that correct? 

Mr. Hararpson. Only indirectly. The money that we have received 
from ECA has not been used to support our deficit. As I explained 
earlier, the counterpart that we receive from our ECA aid has been 
used for industrial modernization and improvement. It has not been 
used for underwriting any budget deficit at all. It has been used for 
loans. The budget deficit has been met by the Italian Treasury. 
Undoubtedly, the Italian Treasury would not have been able to meet 
that deficit if it in turn had not received substantial aid from the 
United States. 

Mr. Meaper. I understand that it isn’t a direct appropriation from 
the United States Treasury to zone A of Trieste, but the effect of it 
through this chain that you have just described is that the United 
States people are contributing approximately $10,000,000 a year to the 
standards of the people of Trieste; isn’t that what it boils down to? 

Mr. Haratpson. In this indirect fashion; yes. 

Mr. Meaper. Can’t something be done about that? It seems to be 
a very substantial portion of the total budget. How much does this 
increase of taxation—how much do you anticipate in your next year’s 
budget that the law that you mentioned will result in ¢ 

Mr. Hararpson. I’m sorry, I just couldn’t answer that question. 
I haven’t the slightest idea. It depends a lot on the spirit of the 
people; how they receive it. It is a new type of progressive income 
tax. The intent is to get some money out of the people that have got 
money, but my experience in Europe has been that that is an exceed- 
ingly difficult task. 

Mr. Mraper. You really haven’t the slightest idea of how much 
benefit is going to result from this law? 

Mr. Haratpson. No; I couldn’t say whether it will bring in another 
500 million lire into the treasury or a billion lire. 

Mr. Meaprer. Is there substantial wealth in this zone which has 
escaped taxation in the past? 

Mr. Hararpson. Oh, yes. I think that Trieste would fall very 
nicely into the classification of Italy and France, that the wealthy 
people are quite able to escape taxation. 

Mr. Meaper. I think that is all, Mr. Chairman. 

Mr. Bonner. Mr. Dorn. 

Mr. Dorn. Mr. Chairman, I have one question. Mr. Haraldson, 
a moment ago I understood you to say that the ECA aid here in Trieste 





Ve 





FEDERAL SUPPLY MANAGEMENT 867 


was not exactly essential or necessary from the economic standpoint 
but that it was from a political standpoint. Some of us are of the 
opinion that you can’t buy permanent friendship with money. When 
you state it is necessary politically, how do you spend that money / 
Do you mean by that these politicians are getting the benefit from it, 
or what? 

Mr. Haratpson. I could give you a concrete example. Next year 
we are going to need to import $3 million worth of bread grain to 
feed the people. If we get the money from ECA, we'll use it for 
the importation of bread grains. If we don’t get the money from 
ECA, we have to go to the Italian Government and we say, “You give 
us the $3 million.” The assumption is that if we get $3 million from 
Italy, Italy would have to get $3 million more from the American 
Government, so that there is going to be no direct cost by diverting it 
here rather than to Italy. 

The political aspect comes from two concepts. I’m sorry; I’m not 
the political adviser. I can’t give you all the political nuances in- 
volved. The political aspects are of two kinds. If you have Amer- 
icans here who have a responsibility to carry out, it is much better, 
I would think to give them the wherewithal with which they can carry 
out the responsibility rather than making them depend on the Italian 
Government for support. 

Mr. Dorn. We are more interested in how you folks are encourag- 
ing the people to make their own living rather than becoming accus- 
tomed and addicted to the habit of being a recipient of aid. Now, are 
you doing anything in this area to encourage these people to make 
their own living, or is this aid helping them to do that ? 

Mr. Hararpson. I would say very definitely. Largely as a result 
of the industrial loans that we have made, employment in Trieste is 
about 3,000 or 4,000 higher than it was a year ago, and unemployment 
is so much lower because we have financed industry so that the com- 
munity can support itself. We are doing all we can to introduce 
American standards of industrial management, American standards 
of salesmanship, American standards of production. We have Ameri- 
can experts come here to show the people how they can be more pro- 
ductive. We send citizens and industrialists from here to the United 
States, where they can learn these more—as I would say—more 
modern techniques. 

Mr. Dorn. In what way are these people selected whom you send to 
the United States? We ran into one area where quite a few people 
were a little left in philosophy, and when they go to the United States 
they possibly use that opportunity to spread some of those doctrines. 
Do you have standards by which you select those people ? 

Mr. Haratpson. Oh, yes. The number of people that go from a 
small community like this is very, very limited. Probably half a 
dozen. They are very carefully selected, in cooperation with the 
ECA Mission, the United States Political Adviser, the Allied Military 
Government, so I am sure that we are shipping you the best we have, 
rather than the worst. 

Mr. Dorn. On this other point now: You spoke of employment 
here. How does that compare with before ECA aid came along, or 
possibly not only that, but how does it compare with, say, prewar 
years ? 
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TRIESTE EMPLOYMENT CONDITIONS 






Mr. Haraupson. Registered employment in Trieste is about 15,000 
higher than it was before the war. It is 5,000 higher than it was 
before ECA got started. At the same time, unemployment is exceed- 
ingly high and higher than it was before the war because of the prob- 
lem I mentioned earlier, the influx of people into Trieste from the 
areas surrounding Trieste. 


NATIONALISTIC TIES 


By the peace treaty certain areas that were previously Italian were 
given to the Jugoslavs. The people living in those areas were given 
the privilege of remaining there and becoming Jugoslav citizens or 
opting for Italian citizenship. A great many of them opted for 
Italian citizenship and naturally moved into the closest place, which 
was Trieste. 

Secondly, because of the rather onerous administration of the Yugo- 
slavs in zone B, we have received thousands and thousands and 
thousands of Italians from zone B that have moved into Trieste and 
have taken out for all intents and purposes permanent residence, so 
that the population has increased somewhere in the neighborhood of 
25,000 or 30,000 since the war. Those are new people looking for new 
jobs, so that tremendous economic strides have been made—no ques- 
tion about that—but there still remains a great deal to do. 

Aside from these people that have come in from the ceded territory 
and zone B, we have the terrific problem here of political refugees 
coming from Yugoslavia, Rumania, Hungary, et cetera. That is 
another big item in our budget. We have approximately 5,000 people 
in displaced persons camps. In the last 2 years, we have received 
over 13,000 people from iron curtain areas. 





GRAIN 





Mr. Dorn. You spoke a moment ago about the grain. It seems 
that bread is one of the principal diets of the people of Europe. You 
spoke about this grain. In India we found that the average person 
on the street doesn’t know about the $150 million spent on grain. It is 
the middleman that is making a great deal of money, and the fellow 
that needs the grain isn’t getting it. Does the fellow that has to buy 
bread, does he have to go through a middleman and pay enormous 
rices ? 
' Mr. Haratpson. We import the grain as Allied military govern- 
ment. We have a contract with the mill that grinds the grain into 
flour at a very modest cost. That flour is sold to the bakers, and the 
baker sells the bread, and the price of the bread is under control, 
so that I can assure you that there is absolutely no profiteering in- 
volved there. It is completely under our control. 


PROPERTY APPRAISAL AND ASSESSMENT 


Mr. Dorn. How are they going about the appraising of real and 
personal property? That is the underlying part of the tax structure. 
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How do they go about that? If you can’t answer that, that is all 
right. I just thought you might answer. 

Mr. Haratpson. I couldn’t answer it with any detail. Ill say 
this: That assessment of that kind is relatively unimportant here be- 
cause, aS was mentioned earlier, rent control laws that really relate 
to prewar, with the result that the value of the property is nothing 
if you can get some rent for it, and an individual having an apart- 
ment house would like nothing better than to have the wind come 
along and blow the apartment house down because as bare land it has 
some value. As an apartment house with tenants imposed by the 
housing authorities, with rents fixed, it is a loss to him. 

Mr. Meaper. Will you yield to me? 

Mr. Dorn. Yes, surely. 

Mr. Meaper. Is it your agency that is responsible for fixing these 
rents at such an abnormally low figure? 

Mr. Haratpson. On rents, as with taxes and all laws, we implement 
in Trieste the laws that are the laws of the land of Italy, and the 
same rent-control laws that apply in Italy are applied here. 

Mr. Meaper. The effect of not getting an adequate return on a land- 
lord’s investment means that as a source of tax revenue real-estate 
taxes don’t amount to anything? 

Mr. Haratrpson. That is correct. 

Mr. Meaper. The whole effect of the whole operation impresses me 
as not being designed to have the Government sustain itself here and 
to continue the deficit that means an additional drain on the United 
States Treasury. Can’t something be done about that ? 

Mr. Hararpson. Well, here, as I mentioned earlier, we have no 
freedom of action. By our agreements with the Italian Government 
we implement their legislation. 

Mr. Brownson. When were the agreements with the Italian Gov- 
ernment drawn up? 

Mr. Haraxpson. In 1948, as was mentioned by General Sebree, after 
the failure of the United Nations to agree on the establishment of a 
governor, the United States, Great Britain, and France made a pub- 
lic announcement to the effect that we are desirous of having this 
area turned back to Italy. * * * Stemming from that, we agreed 
with the Italian Government that we would implement all of their 
legislation here. 

Mr. Brownson. That was the date of that agreement. In other 
words, this rent-control situation here is resulting in our having to 
appropriate money to build houses. That is what happens whenever 
rent control is applied for an extended period of time anywhere on 
the face of the world. Isn’t the proper place for us to discuss that 
situation with our American people in Italy, because they are doing 
that in Italy which forces the program on Trieste ? 

Mr. Haratpson. Yes. 

Mr. Bonner. I was interested in your discussion with Mr. Dorn 
about the food situation. Since the main effort seems to be to revive 
industry, what do you do to give the people a little windfall, a little 
breathing spell, to get them up on their feet ? 

Mr. Hararpson. Mr. Chairman, our main incentive in life here on 
the economic front is to provide jobs for people. We have at the pres- 
ent time about 15,000 or 20,000 unemployed. 
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Mr. Bonner. I realize that, but this food business is a fundamental 
thing. Say there were no excessive profits made through the wheat, 
but of course we'll never get that money back. What advantage does 
the consumer get ? 

Mr. Haratpson. The consumer gets one advantage here: He can buy 
bread cheaper here than he can any place else in Italy because we sell 
the bread for absolutely what it costs us, and bread prices are lower in 
Trieste than they are any place in Italy. 

Mr. Bonner. Mr. Donohue. Were you through, Mr. Dorn? 

Mr. Dorn. When the committee gets through, Mr. Chairman, I 
would like the general’s G-2 man to give us a 2- or 3-minute briefing 
as to Yugoslavia. The American people and the Congress are inter- 
ested. These people are in close fate 4 with that situation. 

Mr. Bonner. Mr. Donohue. 


BUDGET DISCUSSION 


Mr. Dononve. General, at the outset of your remarks, you stated 
that your budget was $5 million a year. Now, what is included in that 
budget that causes it to be $5 million ? 

Major General Seprer. Included i in that budget is every cent spent 
to support the United States troops in Trieste, “with the exception of 
what we call the open allotments, which is a salvagable item. From 
the budget we purchase perishable foodstuffs on the local market. 
We pay rent. We hire 1, 300 Italian civilians who perform duties and 
relieve soldiers for their own purpose. On that we buy our gasoline 
and our oil. In fact, that $5 million, with the exception of military 
salaries, supports the entire operation here. 

Mr. Dononur. You did say, I think, or your associate did, that we 
are not making any contribution directly to support the British occu- 
pation troops here. Are we indirectly making any such contribution ? 

Major General Srprer. The reason that I phrased my reply as I 
did was to be entirely accurate. We are just as independent of the 
British as we could possibly be. They operate completely on a pound 
sterling basis, but the reason I said “directly” is that I think the dollar 
is being used to bolster the British economy at home. I probably 
should not have made that statement. 

Mr. Donouve. It is so, is it not, General, that, insofar as our $5 
million budget in support of your forces over here is concerned, that 
does not come out of the Trieste economy, does it ? 

Major General Sesree. Not a penny of it. 

Mr. Dononve. Could you tell us whether or not any of the support 
necessary for the British forces comes out of the Trieste economy ? 

Major General Srsrer. I would say, “No.” I certainly have no 
knowledge of it. 

Mr. Dononve. In other words, their support comes as a result of 

appropriations through their own Parliament? 

Major General Sesree. Yes. 

Mr. Dononue. You are absolutely certain of that, are you? 

Mr. Haratpson. The contribution that the local economy makes to 
the British forces is comparable to that which the local economy makes 
to the American forces in that, where there are state owned buildings 
that are occupied by either force, they would pay no rent, but other 
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than that there is no contribution of the local economy to either of the 
forces. 

Mr. Dononve. Of course, they are not making any contribution to 
the local economy such as we are by way of ECA? 

Major General Sesree. Their own contribution to the local economy 
is the amount of money that is spent in the shops, the fact that there is 
a payroll in the town. 

Mr. Dononve. The reason that I am pressing the question, General, 
is that in another country, where you have the British alongside of 
the Americans, any expense that the British commission incurs is paid 
out of the local economy of these other countries. 

Major General Sreprer. Yes, sir. 


EXPORTS 


Mr. Dononve. Another question: What is exported from Trieste? 
In other words, what do they produce for export ¢ 

Mr. Haraupson. Most of the Trieste economy is a service economy. 
It is the port and the shipping services connected with the port. We 
have relatively few industries that are export industries. Most of our 
industries are local industries, supplying the local economy. The 
major industries that are exporting are the petroleum refineries, the 
jute factories, some of our marble quarries. Those are the main items. 

Mr. Dononve. How do the exports balance with the imports? 

Mr. Haratpson. You are thinking in terms of dollar exports and 
dollar imports, are you? 

Mr. Dononuve. That is right. 

Mr. Haraupson. With the American troops here spending dollars, 
Trieste is a net earner of dollars. It earns more dollars—In other 
words, it exports more for dollars in the way of services and products 
than it imports for dollars. 

Mr. Donouve. That being so, why couldn’t she purchase grain, 
rather than to get it by way of ECA? 

Mr. Haraupson. You can. 

Mr. Donouvr. Why isn’t it being done? 

Mr. Haratpson. We have an agreement with the Italian Govern- 
ment whereby all foreign exchange earnings revert to the Italian 
Government, and the Italian Government, in turn, will meet our 
foreign exchange requirements. The only reason ECA aid has been 
given to Trieste is, as was pointed out earlier, for political con- 
siderations and as a part of the support to Italy. Instead of giving 
aid directly to Italy and having us get it from Italy, it is given to us 
directly, so we have called on Italy to supply fewer dollars. It is 
difficult to think of Trieste without thinking of it in the context of 
the Italian state, because we have been getting dollars from ECA 
rather than from Italy. 

On the reverse side of that circle, ECA has given Italy fewer 
dollars because she gives us some of the dollars. 

Mr. Dononve. Probably I’ve got a misconception of what the 
entire set-up is over here. Am I right in understanding that the 
Allied government is a complete autonomy ? 

Mr. Haraupson. A complete autonomy except as we are bound by 
Italian law and decree and practice. We have no freedom of action 
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to introduce new laws or practices other than those employed in 
Italy. 

Mr. Dononve. That being so, I am wondering why we have to 
have an independent ECA mission here. Why isn’t it all operated 
through the ECA mission down in Rome? 

Mr. Haratpson. I have not been officially informed, but I have 
been informed by the grapevine that within another week or so 
that, in fact, will take place. 

Major General Sesrer. May I add one thing? I think it may 
clarify it. ECA is completely independent of us. We have abso- 
lutely no control over ECA. They have come in here and put in 
their own program. It is not like it was in Turkey, where every- 
thing tapers up to the Ambassador. Mr. Galloway, the ECA repre- 
sentative here, reports to Paris and Rome. He is completely inde- 
pendent of us. Absolutely. We don’t figure him in our calculations as 
Allied military government or in any other capacity. Is that right? 

Mr. Haraxpson. That’s right. 

Mr. Dononve. You submit to him a program of needs here in 
Trieste to be taken care of by ECA? 

Mr. Haraxpson. Allied military government deals with the ECA 
mission of Trieste just like the Italian Government deals with the 
ECA mission in Rome. 

Mr. Donouve. And it is Allied government here that submits the 
requests to the United States? 

Mr. Haratpson. That’s right. 

Mr. Dononve. For a certain sum of money to be used for ECA 
purposes. Now, how do you determine your requirements in sup- 
ply? In other words do the army technical services have a co- 
ordinating committee to plan what the supply needs are here? 

Major General Sepree. We are operators here, rather than planners 
and purchasers. Our procurement is all in the States. We know, for 
example, how many rations we need to feed people. We have experi- 
ence tables that show what level of spare parts that we must keep 
on our shelves in order to keep weapons and vehicles in proper operat- 
ing condition. It is almost a thing that you can get out of the 
book. * * * We get a transport here about once a month. I 
don’t know for sure, Mr. Donohue, that I have in mind what you are 
getting at. 

Mr. Dononve. Probably I can put it a little more simply. Does 
Colonel Belland handle al! the requisitions from the technical 
services ? 

Major General Sepree. He does. 

Mr. Donounve. To whom does he direct those requisitions back in 
the States? 

Major General Serer. The New York Port until recently, and now 
it goes to the New Orleans Port. 

Mr. Dononve. In other words, he requisitions for all of the techni- 
cal services here? 

Major General Srsree. Exactly, yes, sir. 

Mr. Dononvr. And all of the technical services are responsible to 
him, or he is responsible to them ? 

Major General Sreprer. Yes, sir. 

Mr. Dononve. For whatever supplies they need ? 
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Major General Sesrer. Correct. 

Mr. Dononve. In other words, none of these technical services deals 
directly with any group back in the States? 

Major General Sesree. Correct, sir. 

on Dononve. What activities, General, do you supply in this 
area 

Major General Sepree. It is a purely military mission. The only 
activities that we supply or are concerned with are the actual internal 
administration of our troops. 

met rp ect Do you give any logistics support, say, to the local 
rolice ? 

Major General Srsree. No, sir. 

Mr. Donouve. They are the only enforcing agency in the area, I 
ye outside of yourselves? 

Major General Sepree. Outside of the troops; yes, sir. 

Mr. Dononvr. Has there been any mention made that you will 
supply from your command any of the Italian military needs, say 
under NATO? 

Major General Srsree. None whatever; no, sir. 

Mr. Dononvr. Are you contemplating carrying‘out any program of 
construction here ? 

Major General Srsrer. With dollars, no, sir. 

Mr. Dononvr. Now, I was wondering, could you or your associate 
tell us what legal obstacles are there in the Italian law which militate 
against the successful administration of the government here in Tri- 
este at the present time? 

Major General Srpree. I know of none, sir. 

Brigadier General Wuiretaw. I know of none, sir. 


ARMY TECHNICAL SERVICES 


Mr. Dononve. Tell me, General, you have how many different tech- 
nical services here in Trieste ? 

Major General Sesrer. I have Quartermaster, Signal, Ordnance. 
Of course, we have a medical service; we operate a hospital, and we- 
have engineers. 

Mr. Donouvst. Each one of those technical services have many 
vehicles; does each of the technical services repair and maintain their 
own vehicles? 

Major General Sesree. No, sir; only for the first and second echelon 
maintenance. All of it is done by Ordnance in our shops. 

Mr. Dononve. In other words, you have one shop where all the- 
repairing and maintenance is carried on? 

Major General Sesrer. That’s right, sir. 

Mr. Donouve. Is it done on a reimbursable basis? In other words, 
if Ordnance did the work, say, for the engineers, would that be, say, 
charged up as an obligation against the budget or the set-up for the 
engineers ? 

Major General Sesrer. We are not broken down here to that extent. 
Is that right, Winder ? 

Major Wrnprer. That is correct. All the vehicles are maintained by 
and are the property of the Ordnance Department for the third and 
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fourth echelon. It is an Ordnance Department vehicle and is main- 
tained by the Ordnance Department. 

Mr. Dononvr. In other words, Ordnance has control over all ve- 
hicles? 

Major Wrnper. That is correct, sir. 

Mr. Dononvur. Whether they are derricks or tractors? 

Major Winper. No, sir. There are certain classifications of ve- 
hicles classified as “Engineers’ special equipment,” which are main- 
tained by the Corps of Engineers. The majority of them are 
Ordnance vehicles and, as such, fall to the Ordnance Department for 
maintenance. The organizations perform the preventive maintenance, 
and I am responsible for the third and fourth echelon. 

Mr. Dononve. What do you mean by the third and fourth echelon? 

Major Winper. The echelons of maintenance have been established 
as organization, field, and depot maintenance. Organization main- 
tenance is performed by the unit to which the vehicle is assigned. 
Field maintenance constitutes primarily the replacement of major 
assemblies and subassemblies within the vehicles and, as such, is a 
responsibility of the Ordnance Department. The rebuild facilities 
are where you tear down the assemblies or subassemblies and repair 
the components and it is also an Ordnance responsibility and is 
classified as depot. We in the Ordnance Department perform both 
the field and depot maintenance here. 

Mr. Dononve. No further questions. 
Mr. Bonner. Mr. Lantaff. 















































UNIDENTIFIED PROPERTY 


Mr. Lanrtarr. Colonel Belland, it is my understanding that there 
was left in this area considerable crated equipment. Would you 
please inform the committee of the extent of that equipment and 
what is being done with it at the present time. 

Lieutenant Colonel Brerianp. You are correct. There was a con- 
siderable quantity of excess, surplus equipment left in this Command 
at the close of World War II, and even up as late as 1949, when 
AGRS closed down—— 

Mr. Lantarr. When what closed down? 

Lieutenant Colonel BreLitanp. Graves registration, sir. Much of 
this equipment is unclassified. It requires a complete survey program, 
and the technical services are still in the process of going through 
every box to classify it and give it a rating before it can be declared 
excess or put back in stock. 

Mr. LantaFrr. How extensive is that supply of equipment ? 

Lieutenant Colonel Betianp. I can give you some figures on what 
has been shipped out. During the fiscal year 1949-50, there was— 
these are excess supplies—redistributed within the Department of the 
Army, $196,387; sold as salvage, $39,944.60. Other income was 
through the sale of garbage during the fiscal year. 

Mr. Lantrarr. What was the nature of the military equipment 
that was sold as surplus property ? 

Lieutenant Colonel Benianp. [ll have to call on the salvage officer, 
if I may, sir. : 
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STATEMENT OF LT. COL. JACK L. WILLIAMS, TRUST, 
QUARTERMASTER 









SALVAGE SCRAP 









Lieutenant Colonel Witi1ams. The nature of the surplus property 
sold must be limited to ryan salvage, which can be broken down 
into heavy ferrous, light ferrous, a slight amount of copper, some 
aluminum, a small amount of lead, fabrics, rubber, and such items. 

When it is determined that the United States Government can get 
a greater return by selling the commodity as an item, we do so. If it 
is better to break that item down into the component ingredients, we 
do that, but it is primarily salvage. 

Mr. Lanrarr. These items of salvage, which I presume we can 
describe as scrap to some degree, to whom was that surplus sold / 

Lieutenant Colonel Wiix1aMs. It is sold to local bidders. Broken 
down in the same way as you would sell it in the States. 

Mr. Lanrarr. Are there any controls exercised over the vendee of 
that. property ? 















EXPORT CONTROLS 









Lieutenant Colonel Wiit1aMs. Controls that he will carry through 
on the contract? He makes a 20-percent deposit. 

Mr. Lantarr. By that I mean is there any way of insuring that the 
surplus equipment or the scrap that is sold by the Army here does not 
go to any of the iron-curtain countries? 

Lieutenant Colonel Witu1aMs. Yes. 

Mr. Lanrarr. What are the controls that are exercised ‘ 

Lieutenant Colonel Witu1ams. Through our own intelligence serv- 
ices. We will not submit bids to or accept anyone that is determined 
the product will eventually get to an iron-curtain country. In addi- 
tion, the contract is so signed, that it will not. 

Mr. Lantarr. The contract contains a clause to that effect / 

Lieutenant Colonel WituiaMs. Yes, sir. 

Mr. Lanrarr. And can you openly exercise export control over those 
particular shipments to insure that they are not going to such a 
country ¢ 

Major General Seprer. May I answer that, sir / 

Mr. Lanrarr. Yes. 

Major General Sesprer. We have close export controls through the 
military government. We have what is called an east-west control, 
and if a local purchaser—in the first place, most of this stuff that is 
sold here is sold here because we are directed to do it. It is considered 
to be a better return for the money to sell it here. If it is stuff worth 
shipping back to the States, we ship it back. If EUCOM wants it, 
we ship it to Germany. The stuff that is sold—I won’t say that it is a 
relatively small matter because I don’t know. After it is sold to this 
man, if he wanted to export it to Czechoslovakia, he has to get an 
export license from the military government, and that is where we 
exercise our control. 

Mr. Lantarr. I understand from Colonel Belland that we are still 
unpacking much of this equipment and supplies. 

Major General Srsree. I think I know what you are seeking here, 
sir. When the Fifth Army folded up, all the stuff they had was 
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dumped; practically everything they had was shipped into Trieste 
and dumped here. My figure may not be exactly correct, but I think 
there were 50,000 tons of it. When these people left, they weren't 
very careful in their packing. We have been going along unpacking 
the boxes, reclassifying, reclaiming the stuff as best we can. For 
example, you come to a box that is marked “overcoats,” and you find 
in there carbines. That happened a short time ago. Some of the stuif 
that was left over was almost at the bottom of the barrel and is noi 
very nicely packed. We take that stuff and do our best to reclaim it. 
We have reclaimed an awful lot. If it is things like airplane carbu- 
retorsthat we have no use for, we notify EUCOM in Germany, and we 
send that to them, or we get out a surplus property list that is dis- 
tributed, and some of the stuff is shipped back to Germany and some 
back to the States. I think we are about 20 percent of the way 
through it. 

Lieutenant Colonel WitiiamMs. Quartermaster is about 70 percent 
through. 

Major General Seprer. I think in the last 6 months we have shipped 
about $1,500,000 worth of the stuff to Germany. 

Lieutenant Colonel Wiiuiams. The Quartermaster has shipped 217 
short tons, or a total money value of $1,463,000. 

Mr. Lantrarr. In other words, none of that was disposed of locally; 
it was declared excess to the needs of this command and by EUCOM / 

Major General Srprer. Yes, sir. What we are doing is opening the 
boxes to see what is in there. Some of the stuff is in—maybe you will 
find a box of shelter halves that should have been salvaged or dumped. 
Maybe they have deteriorated. 

Mr. Lanrarr. You only report to EUCOM ¢ 

Major General Seprer. No, sir; we send those lists to the States. 

Mr. Lanrarr. Have you received any directives from the States 
or any place else to ship any of those items to our military missions 
elsewhere, like in Greece and Turkey ? 

Major General Sesree. To the best of my knowledge; no, sir. ‘The 
only places we have made shipments to are to the States and to the 
people in Germany and Austria. 

Mr. Lanrarr. What have you shipped to the States ? 

Major General Sesrer. Can you answer that, Williams? 

Lieutenant Colonel Winuiams. Particularly individual clothing and 
equipment. That is the main item. 

Mr. Lanvarr. And on any particular class of items, where you have 
been informed by EUCOM that they did not need the item and by the 
States that they didn’t need them, then you have sold them on the 
local market to the highest and best bidder ¢ 

Major General Sresrer. I think that is substantially correct. 

Lieutenant Colonel Wiritams. The technical excess or surpluses 
that have been sold, as I think right now, to my knowledge, they were 
limited to primarily one large sale, or large quantity for this com- 
mand, of penicillin which had passed the life period of the standards 
set up by our own Medical Department in the United States Army. 

Mr. Lantarr. Who would buy that penicillin ? 

Lieutenant Colonel Wiri1aMs. I think the purchaser was a medical 
supply house in Milan. 
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Mr. Lanrarr. Is that the only sale that has been made other than 
the ferrous and 

Lieutenant Colonel WitiiaMs. That is the most important sale of 
an excess. A salvagable item I don’t classify technically as a surplus 
item. 

Mr. Lantarr. What is the extent again of the salvagable items 
which I understand are in the nature of scrap ? 

Lieutenant Colonel Witu1aMs. Our totals for the fiscal year 1951— 
our total salvage sale amounted to $107,000. Our return through sal- 
vage sale averages 9.9 percent of acquisition costs. 

Mr. Lantarr. General, you say you have unpacked about 20 per- 
cent of this equipment ¢ 

Major General Seprer. I was corrected on that. They say it is 
closer to 70 percent. 

Mr. Lanrarr. I understand that was Quartermaster. You can’t 
tell whether it is Quartermaster or Ordnance until you have unpacked 
the case? 

Major General Seprer. In many cases, the stuff is properly cata- 
loged on the outside, but in many cases it isn’t because it was hastily 
assembled and shipped here. 

Mr. Lanvarr. It is impossible to estimate then at this time the 
money value of the equipment that is here that is yet to be unpacked; 
is that correct ? 

Major General Seprer. I think that is correct; yes, sir. 

Mr. Lantarr. You can't tell until you open the boxes and look at 
it? | 

Major General Sesrer. You can’t tell. 

Mr. Lantarr. Do you have all that equipment stored in warehouses 
or in open storage ? 

Major General Sesree. Most of it is in warehouses. 

Mr. Bonner. General, wouldn't it be possible to build up an organ- 
ization, using some of this counterpart money, to go ahead and open 
up the equipment and see what it is and see if we can’t use it to save : 
little money in other theaters / 

Major General Srprer. I think so; yes, sir. 

Mr. Bonner. I think that ought to be done, sir. 

Major General Srepree. All right, sir. 

Mr. Bonner. I’m not directing it, you understand. This is a con- 
ference for mutual thinking. 

Major General Sesrer. That is a good suggestion. 

Mr. Bonner. I think we are spending all over the face of this earth. 
You fellows pay taxes just as we do, and the economy and the money 
is getting thin back in the country. As Mr. Lantaff has told you, we 
have raised money, and it appears in this regard that we are strapping 
our own people to build up the economy of the wealthy here in Europe 
and helping them to get richer and richer all the time. That is what 
the picture is that we are seeing. The rich are getting richer, and the 
poor, it looks like to me, are getting poorer. This message has to be 
brought home to you. It is going to be brought home to the people 
back in America. 

Mrs. Harden, did you have a question ? 

Mrs. Harven. No. 

Mr. Bonner. Mr. Meader? 
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Mr. Meaper. Yes, I did, right along the line, Mr. Chairman, that 
you have just mentioned. It strikes me from what Mr. Haraldson has 
said that this Trieste area could be self-sustaining if certain steps were 
taken, and it seems to me that, if we are ever to move in the direction of 
getting some of the obligations off the backs of the American taxpayer, 
somebody has to start making recommendations about putting these 
areas on a self-sustaining basis. I wonder if it wouldn’ tbe helpful, if 
you would do it, for you to outline in our record exactly what you 
would do here if you had the power to do it. 

Mr. Haraupson. That is a rather large order, because by any as- 
sumption the power here would be limited to the little area of zone 
A. It is very questionable to my mind from an economic stand- 
point that zone A could ever be self-sufficient, unless you were given 
a lot of other assumptions concerning the area surrounding zone A. 
If you have free trade, if you have exchange of people and mer- 
chandise, then perhaps zone A as such could in its present confines 
be economically self-sufficient, but, given the world as it is, I am 
convinced in my own mind that the area of the FIT zone A never 
could be self-sufficient. 

Mr. Meaper. Let’s not say it has to be absolutely self-sufficient, 
but there are certain things here that could be done, perhaps right 
now, from the testimony already developed, that could bring the 
area closer to being self-sufficient than it is. 

Mr. Haratpson. Oh, yes 

Mr. Meaper. And I would like to have your thought on the measures 
that you would adopt if you were able to do so in our record, and 
maybe we can bring it to the authorities that can take action. 
NEED TO REORGANIZE TAX PROGRAM 

Mr. Haraupson. The first thing that is required is a complete 
reorientation of your fiscal tax program. You can’t have a stable, 
strong society if all of your taxes are of the nature that. we have here, 
highly regressive taxes. There are taxes on your grocery bill and 
taxes on your cigarettes and salt and sugar, and bananas, rather than 
an income tax. I am a great believer in a progressive income tax. 
Here we have little of that. You would have to have a reorganiza- 
tion of your local tax structure. 

You have to have a reorganization of the mentality of the people. 
* * * You have rent control ceilings so that the average worker 
pays $2 a month rent for his flat. That means that no private money 
goes into housing. Housing is not maintained. You have to build 
your houses with Government funds. You have to maintain your 
housing with Government funds. The Government has to get its 
money, so it taxes the worker. Instead of relieving him of taxes, 
making him pay rent so that you have a free economy, you tax him 
or his cigarettes and his salt and bananas and everything else be- 
cause he doesn’t pay rent, and then you take the money that you tax 
away from him and maintain the house. * * * You think you 
are getting cheap housing, and you’re not; you’re getting expensive 
housing. 

That is true with social security. For every 10 workers that the 
shipyard hires, they have to pay for 16 workers. The social security 
amounts to about 60 percent of the wage bill in this country. * * * 
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Another thing that has to be done, to my mind, is the complete 


at reorientation of the mentality of merchants and industrialists. They 


























as are so accustomed to selling little at big profits, and so accustomed to 

re various types of monopoly restrictions that they just can’t think in 

of terms of an open, expanding economy. Every time a new industry 

r, comes to Trieste, the existing industries just shiver and shake. “My 

se heavens, what is this going to do to us? This is absolute bankruptcy 

if of our country—to get new industries here.” 
yu That is prevalent. It is prevalent in government; it is prevalent in 
commerce. If you take a trip down to Trieste and look into a little 

s- shop window, you will find that 99 percent of the merchant’s inventory 

le is in the window. That is all he has got, and there are seven clerks 

1. taking care of the few odd sales. One clerk hands you the stuff; an- 

n other clerk wraps it for you; another clerk gives you the bill, and 

¥ another clerk accepts your money, and the next clerk gives you the 

.. change. Distribution costs in this country are just tremendously high. 

»S The idea of a Red Owl Store is just beyond the conception of the 

n people. Small turn-over and big profits. That is the mentality of the 

r merchants and of the industrialists, with few rare exceptions, and 
that isn’t something that you can give them in two easy lessons. It is 

3 part of our whole life and whole background. It takes years and 

t years for that to catch on. 

e That same type of mentality exists in the trade organizations. 
They are not interested in reducing the costs of production because 
they say that just means unemployment. They can't think of reducing 

: costs of production in terms of an expanding economy and more 

l economy. 





Mr. Bonner. Mr. Brownson. 

Mr. Brownson. You have a very unique set-up in Trieste, which you 
undoubtedly know is different from anything else we have run into. 
Here we have a chart of the Trust organization, and we have a chart 
of the Allied military government organization. I would like to ask 
lirst, that somebody take the chart of the Allied military government 
organization and on one of those charts that they color or in some other 
way indicate which of these personnel at the present time is British 
and which of the personnel is American. There is no way of telling 
from the chart itself. 

Mr. Bonner. And supply that for the record. 

Mr. Brownson. As I understand the set-up now, we have Trust 
here, which is a military force. Trust has an Allied military govern- 
ment relationship, although it doesn’t show a regular Allied military 
government G—5 section, and it doesn’t show it on its own organization 
chart. What is the coordination between Trust, the Allied military 
government and ECA, and also the interrelation of the British in 
that very complex pattern. 
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Major General Serer. Yes, sir. I think I see what you are driving 
at. If I may make a brief statement, maybe this would be clearer. In 
the beginning two of us sent troops in here after the war, the British 
and the Americans. After we got here, the U. N. decided to make 
this place a free territory, administered by the military troops until 
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they appointed a government. The British commander became mili- 
tary governor, and in addition he was commander of the British troops. 
I am deputy military governor, and in addition I am the commander 
of the American troops. 

In the military government, which has two departmental set-ups 
under General Whitelaw, who is my deputy, we have two major de- 
partments. In each of those they have sections within the depart- 
ment. In each of those there is an Englishman and an American. For 
example, General Whitelaw has a deputy who is an Englishman. He 
is director of civil affairs, and the deputy director of civil affairs is 
an Englishman. The director of the department of the interior has 
been an Englishman until quite recently. He has had a deputy, who 
was an American. 

That is an expensive organization in that there is duplication, but 
this isa condominium. It is a joint American-British operated thing, 
and I guess there is a matter of national prestige involved. I have 
sometimes wondered if we couldn’t cut down and get rid of some of 
these deputies, but apparently it is the desire to have an opposite 
number of the opposite nationality in each of the set-ups. 

Mr. Brownson. You operate entirely differently from the Allied 
military government in Germany because you have local government ? 

Major General Seprer. That’s right. When General Winterton is 
away, I am the governor of the territory. At that time, I wear two 
hats. My primary job is commander of the American troops. His 
primary fob is commander of the British troops, although in view of 
this fact, perhaps his primary job is the military government. 

Mr. Brownson. There is no government in Trieste above a purely 
local level, except for the Allied military government ? 


LOCAL CONTROL STRUCTURE 


Major General Sresrer. Yes, there is a zone president. They have 
their own structure. We are superimposed on top of that, just the 
same as in Bavaria when the High Commission came in, we had the 
military governor of Bavaria and the state of Bavaria had a presi- 
dent, and they had a legislature, and this outfit was sitting up on top, 
more or less in control of them. To a very reasonable degree, that is 
what happened here. Isthat correct or not / 

Mr. Hararpson. Subject to certain exceptions; I should say that so 
far as the military government organization is concerned, it is not 
always true that they are completely integrated. For example, in 
the department of commerce we have an American as the chief of the 
department of commerce and trade, and we have an American who is 
his deputy. It is just one of those things that happen. 

Mr. Brownson. With whom does ECA coordinate? Are they here 
asa third party operating on their own? 

Mr. Haratpson. They are a third party, operating on their own. 
They are attached to the Allied military government, just as the ECA 
mission in Rome is attached to the Italian Government. 

Mr. Brownson. Can Allied military government tell them what 
they want done ?/ 

Mr. Haraupson. We can tell them what we would like to have done. 

Mr. Bonner. Do you rotate, as in Vienna? 
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Major General Sesrer. In commanders? No. 

Mr. Bonner. Why? 

Major General Seprer. I don’t know. I think that was the original 
set-up, that they had a hard time getting the British to come in here 
in the beginning, and I think the bait held out was, “You go on in 
there, British and Americans, and we'll give you the command.” 

Mr. Brownson. Do you have any contact with zone B at all? 

Major General Sesrer. Extremely remote. 

Mr. Brownson. You were talking about the fact that it is very diffi- 
cult to make an independent economy with zone A. Was zone B the 
agricultural area of Trieste / . 

Major General Sreprer. There is more agricultural land in zone B. 

Mr. Haravpson. There is more agricultural land there, but even 
the two joined together couldn’t be independent, economically inde- 
pendent and self- suflicient unless you had a reasonable amount of free 
trade and movement of people and goods between the FTT, both parts 
of the FTT and Yugoslavia, Hungary, Czechoslovakia. This used 
to be the port for the Danube Basin, and now it serves as a port for 
Austria chiefly, and some Italian, but there is very little traflic going 
from here for Rumania, Hungary, and Czechoslovakia because of the 
iron curtain. 

Major General Sepree. And not too much for Austria now. 

Mr. Brownson. Who built the big new apartment house here ? 

Major General Sesrer. The Barcola ? 

Mr. Haraupson. Allied military government built it. 

Mr. Brownson. Was that built with counterpart funds ? 

Mr. Haraupson. That was built with our own tax receipts or what 
we got from the Italian Government. We have used no counterpart 
funds for houses or roads. All of our counterpart fund has been used 
for industry. 

Mr. Brownson. That apartment is being used for housing Ameri- 
can troops and their families? 

Mr. Haraupson. Yes. 

Mr. Brownson. With whom does the title rest ? 

Mr. Haraupson. With Allied military government. 

Mr. Brownson. Its disposition will be a matter for discussion later / 

‘Mr. Hararpson. Yes. 

Mr. Bonner. General Sebree, the Committee on Expenditures, in 
uddition to its other powers, has legislative powers. This committee 
reported out and passed in Congress the unification act for the armed 
services in 1947. This subcommittee has visited military establish- 
ments in the States. One prime purpose of this visit was to see unifi- 
cation in action in the field. The subcommittee finds that, instead of 
unification, where we formerly had duplication, now we are developing 
triplication. This subcommittee would like to have your views on 
whether or not the efficiency, the striking force, of the national defense 
would be impaired in any way through unification and what your 
Views are on common use items for the national defense. We realize 
that in a technical service there must be items particular to each force, 
but for an over-all, general supply, clothing, food, and other things, 
would one unified supply system impair the national defense / 

Major General Seprez. As a personal opinion, I would say that it 
would not. 
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Mr. Bonner. What are your views on unified supply ? 

Major General Sesree. I think one of the basic justifications for 
unification would be a consolidating of the things that everybody uses, 
a consolidation of the personnel procurement agency and a consoli- 
dation of the military supply agency. We all need men. There ought 
to be the same standard fos the Air Force, Army, and Navy in the 
distribution of men and their procurement. I see no reason at all wh) 
there should not be a central procuring agency. As a matter of fact. 
I don’t see where there is any sense in having any other kind of a sys- 
tem. That is my personal opinion. 

Mr. Lanvrarr. How about distribution down to theater level or 
tactical unit? 

Major General Sesrer. You mean distribution of supplies? 

Mr. Lantarr. Yes. 

Major General Sreprer. I am afraid that anything I said there 
would be too vague because I have been out of that picture for a long 
time. I have been overseas since February 1946, and I have been in 
a command job nearly all that time. I was back to the States 4 months 
since February 1946. 

Mr. Bonner. Let’s take a local example. If you had three services 
here, could you supply them from your depot ? 

Major General Seprer. I don’t know of any reason why I could not. 

Mr. Bonner. Any further questions? Mr. Ward, do you have a 
question ? 

INVENTORIES AND ISSUE EXPERIENCE 


Mr. Warp. May I ask a few questions? Colonel Belland, you 
don’t know what the extent of the inventory is in the different tech. 


nical services; is that correct? Dollarwise and tonnagewise ? 

Lieutenant Colonel BeLLanp. That is correct. 

Mr. Warp. What would be your estimate ? 
Lieutenant Colonel Betianp. It would be a rough estimate. I'll do 
ak oS, ee 
Mr. Warp. Do the technical services show quantities on hand when 
they submit requisitions to you ¢ 

Lieutenant Colonel Bettanp. Yes, sir; they do. : 

Mr. Warp. Do you think if you had a system based on issue experi- 
ence, rather than on table of allowances, that you would be able to 
cut down on excesses ¢ 

Lieutenant Colonel Betianp. We do use issue experience here, sir. 

Mr. Warp. Where do you get your medical supplies? 

Major General Sesrer. Actually from the New York Port. 

Colonel Watxiace. Until September 1, from the New York port of 
embarkation, and presently from the New Orleans port of embarka- 
tion. 
Mr. Warp. Are the medical supplies covered by standard specifica- 
tions? 

Colonel Watuace. They are. 

Mr. Warp. Would it matter whether you got your medical supplies 
from an Army depot or a Navy depot in the States? 

Colonel Wautace. Under the present system, it probably would 
because the items are not identical throughout. 

Mr. Warp. I mean the ones covered by standard specifications ? 
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Colonel Watuace. No difference, no. 

Mr. Bonner. Thank you very much, General. You and your staff 
and others have been most cooperative with us, and we appreciate it 
very much, 

Mr. Dorn. I thought we could get a briefing, off the record if nec- 
essary, on Yugoslavia. 

Mr. Bonner. Without objection, it will be done. 

(An off-the-record discussion on Yugoslavia and Russian satellite 
states was held. The meeting adjourned at 11:50 hours.) 


TRIESTE—EXHIBIT 2 
TERRITORY OF TRIESTE 
VENEZIA GIULIA 


Trieste, with the surrounding towns and villages which make up the Free 
Territory, has generally shared the fortunes of a much larger area known 
throughout history under a variety of names, but most recently as Venezia Giulia. 
For this reason it is advisable to begin the history of the territory with that of 
Venezia Giulia. 

The provinces of Trieste, Gorizia, Pola, and Carnaro (Fiume), ceded to Italy 
by Austria after World War I, received the name of Venezia Giulia because they 
were bordered on the northeast by the Julian Alps and on the southwest by the 
Friulian Plain, which formerly belonged to the Republic of Venice. Physically 
the region may be divided into the Istrian Peninsula, the Julian Alps, the Carso 
Plateau, the valleys of the Isonzo and Vipacco, and the coastal strip. 

The largest cities are Trieste, Gorizia, Fiume, and Pola. The principal eco- 
nomie wealth lies in the Arsa coalfield in southeastern Istria, the mercury mines 
of Idria, the bauxite of Canale di Leme, the forests of the Julian Alps, the ship- 
yards of Trieste and Monfaleone, and the harbors of Trieste, Pola, and Fiume. 

Venezia Giulia is populated by Italians, Slovenes, and, in Istria, by Croats. 
As a general rule, the coastal towns and villages have Italian majorities, while 
the Slavs live on the farms and in the villages of the hinterland. 

From its earliest history this area constituted a frontier region over which 
Romans, Goths, Lombards, Byzantines, Carolingian Franks, Venetians, French, ° 
Austrians, Italians, Germans, and Yugoslavs have all in turn tried to establish 

‘their rule. It remains an area of tension to this day. Venezia Giulia became 
part of the Roman dominions in the second century B. C. and remained Roman 
until it was incorporated in Theodoric’s Gothic realm in the fifth century. It was 
recovered for the Byzantine Empire by Belisarius in 5389 and remained Byzantine 
until its conquest by the Lombards in 752. In 774 Charlemagne’s Franks wrested 
it from the Lombards and established the feudal system. 


CITY OF TRIESTE 


A Celtic trading village existed already below what is now San Giusto Hill, 
when the Romans conquered the district in the year 178 B. C. Tergeste, to give 
Trieste its Latin name, was fortified by Augustus in 33 B. C. and shared the vicis- 
situdes of the region until the year 948, when the Emperor Lothar II, great- 
grandson of Charlemagne, granted it in fee to its own Bishops, with the title of 
Counts of Trieste. This semi-independent status was maintained under various 
suzerains until 1202, when Trieste was forced to swear fealty to Enrico Dandolo, 
the conquering Doge of Venice. 

About this time, also, local government passed from the hands of the bishops 
to the Commune, under whose rule Trieste was for three centuries the victim 
of conflicts between Venice, Austria, and the Patriarchs of Aquileia. In 1382 
Trieste, liberated from Venice by the War of Chioggia, but too weak to stand 
alone, was compelled to accept the protection of Duke Leopold III, of Austria. 
In 1508 the League of Cambrai, comprising the Emperor, the Pope, France, 
Naples, and a number of minor allies, was signed, with the destruction of the 
Venetian Republic for its object. War broke out in the following year, and, 
although Venice succeeded in capturing Trieste, it was for the last time, and 
she was finally compelled to cede it to Austria. For the next two centuries 
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the patricians forming the consiglio and the elected Rectors administered Trieste 
under the authority of a “capitano” or governor appointed by the Emperor. The 
city, however, did not recover from the wars, sieges, sacks, and devastations of 
the fifteenth and early sixteenth centuries, which had destroyed its wealth and 
considerably reduced its population. Trieste’s Commerce, moreover, remained 
strangled by the maritime monopoly of Venice and by the difficulty of keeping 
open its communications with the hinterland, where the lawless lordlings of 
Carniola and the Carso were replaced by a hardly less obstructive series of 
frontiers and customs barriers, which cut the city off from the Danube Valley. 

From this long period of decadence Trieste was rescued by the decision of the 
Hapsburgs to make it into the port of their almost land-locked Empire. In 1719 
Charles VI proclaimed Trieste a free port, aud it remained free of the hampering 
fiscal legislation of the period until 1891, when the harbor alone was left outside 
the customs limit. The Empress Maria Theresa, his daughter and successor, 
succeeded in attracting a considerable number of enterprising Greek and Jewish 
merchants by the grant of religious freedom. It was in this century that the 
walls of the old city, which formed a rough parallelogram from the castle down 
to the sea, were pulled down and the new Citth Teresiana was built on the marshy 
ground stretching to where the railway station now stands. 

By 1780 the population had grown from 5,600 to 17,000. Both wealth and 
population increased much more rapidly during the Napoleonic Wars, which 
extinguished the independence of her ancient rival, Venice. This ‘boom’ period 
which ushered in the nineteenth century saw the erection of several of the fine 
buildings near the water front, notably the Theatre, the Borsa, and the Palazzo 
Carciotti, now the Capitaneria di Porto, on the corner of the Grand Canal. 

From 1797 to 1805 Trieste was under French rule and again from 1809 to 1813 
it formed, together with the rest of Venezia Giulla, part of Napoleon’s short- 
lived Kingdom of Illyria with its capital at Ljubljana. Trieste was restored to 
Austria in 1814 after the collapse of the Napoleonic Empire and its commercial 
importance continued steadily to increase. The fourth decade of the century 
saw the foundation both of the Lloyd shipping line and of the two great insurance 
companies, the Assicurazioni Generali and the Riunione Adriatica di Sicurta, 
which subsequently made the city one of Europe's greatest insurance centers. 
The opening of the Suez Canal in 1869 was also of great benefit to Trieste, and 
her trade rose from 635,000 tons in 1860 to 1,248,000 in 1889. 

By 1870 the work of the Risorgimento in uniting all Italian-speaking territories 
into a single Kingdom of Italy was practically completed except for Trieste, 
Trento, and certain isolated towns such as Fiume and Zara. As a natural con- 
sequence Trieste developed into the principal focus of Italian irredentism and- 
remained so until its final occupation by Italian forces in November 1918. With 
the break up of the Austro-Hungarian Empire and the end of World War I, 
Italy and the newly formed Kingdom of the Serbs, Croats, and Slovenes, or 
Yugoslavia as it was more commonly known, contested each others’ rights to 
Venezia Giulia and Trieste. By the terms of the Treaties of St. Germain and 
Rapallo in 1920 all Venezia Giulia was ceded to Italy except Fiume. After the 
theatrical coup @etat of Gabriele D’Annunzio, followed by prolonged diplomatic 
negotiations, Fiume also passed under Italian sovereignty in 1924. 

After the Italian Armistice of 1943 the Germans took control of Venezia Giulia, 
planning to incorporate it into the Greater Reich. In the closing days of April 
1945 Marshal Tito’s Yugoslav IX Corps advanced from the Carso and occupied 
the greater part of Trieste. Two days later, on 2 May, the Second New Zealand 
Division entered the city from the direction of Monfalcone to negotiate the sur- 
render of the pockets of Germans who were still holding out against the Yugo- 
slavs and Partisans. At the same time the United States II Corps from the 
United States Fifth Army joined the British Eighth Army in the Trieste 
area. During the period immediately following the cessation of hostilities, the 
Yugoslavs and their local Communist allies ruled Trieste and established their 
own form of local government. After many conferences, British Lieutenant-Gen- 
eral W. D. Morgan, now Sir William Morgan, and Yugoslav General Jovanovié 
met at Duino Castle and drew up an agreement, which divided Venezia Giulia 
into Zone A in the west and Zone B in the south and east, with the so-called 
Morgan Line marking the division. Trieste and the enclave of Pola constituted 
a part of Zone A, which was placed in trust under Allied administration, while 
Zone B was placed in trust under Yugoslav administration until a final settlement 
could be reached in the peace treaties. 
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ITALIAN PEACE TREATY 


By the terms of the Italian Peace Treaty, which came into force on 15 Sep- 
tember 1947, the occupied territory of Venezia Giulia was divided into three 
portions: 

(a) Pola, the Isonzo Valley above Gorizia, and the greater part of Istria and 
the Carso were ceded in full sovereignty to Yugoslavia. 

(b) The Lower Isonzo, including the towns of Gorizia and Monfalecone, was 
returned to Italy. " 

(c) The remainder, comprising the coastal region between Duino and Cittanova. 
was destined to form a Free Territory under a governor to be appointed by the 
United Nations, (This latter territory was still further subdivided by the 
Morgan Line into the British-United States Zone in the north and the Yugoslav 
Zone in the south.) 

Allied Military Government has remained in the Free Territory pending 
appointment of a governor by the United Nations under Article I, Annex VII 
of the Italian Peace Treaty entitled “Instrument for the Provisional Regime of 
the Free Territory of Trieste.” 

Article I provides: 

“The governor shall assume office in the Free Territory of Trieste at the earliest 
possible moment after the coming into force of the present treaty. Pending 
the assumption of office by the governor, the Free Territory of Trieste shall 
continue to be administered by the Allied military commands within their 
respective zones.” 

The other article of interest concerning the presence of Allied Forces in this 
historically contested area is No. 5 of the same annex which states: 

“(a) From the coming into force of the present treaty, troops stationed in the 
Free Territory of Trieste shall not exceed 5,000 men for the United Kingdom, 
5,000 men for the United States of America, and 5,000 men for Yugoslavia. 

“(b) These troops shall be placed at the disposal of the governor for a period 
of 90 days after his assumption of office in the free territory.” 

The treaty assumed that full cooperation would be had between all powers 
concerned, and that a governor would soon be appointed, and provided that the 
status quo would be maintained in both zones until the provisions of the treaty 
setting up the free territory were implemented. 

However, since the Security Council discussions regarding the appointment 
of a governor satisfactory to all parties had reached an impasse, and legal and 
administrative measures adopted in the Yugoslav Zone had terminated the status 
quo, the following tripartite proposal was announced on March 20, 1948: 

“The Governments of the United States, United Kingdom, and France have 
proposed to the Governments of the Soviet Union and of Italy that the latter 
governments agree jointly on an additional protocol to the Italian Peace Treaty, 
which would again place Trieste under Italian sovereignty. 

“The Governments of the United States, United Kingdom, and France have 
arrived at this decision because discussions in the Security Council have demon- 
strated by now that an agreement on the selection of a governor is impossible, 
and because they have accumulated sufficient evidence which demonstrates that 
the character of the Yugoslav Zone has been completely transformed and that 
the zone has virtually been incorporated into Yugoslavia through procedures, 
which do not respect the desire expressed by the powers to give this territory a 
democratic and independent way of life. 

“In the course of discussions by the Council of Foreign Ministers concerning 
the Treaty of Peace with Italy, it was the clear position of the United States, 
United Kingdom, and French representatives that Trieste, the great majority 
of which is Italian, should remain an Italian city. Due to the impossibility of 
obtaining the adoption of such a solution, the three governments agreed that the 
city and a small hinterland be constituted a free territory, under the aegis of 
the statute, which, it was hoped, would guarantee the independence of the people 
of the zone, including the Italian city of Trieste, through the cooperation of all 
parties concerned. 

“Pending a governor's assumption of his duties, the free territory has been 
administered by the commander of the combined British-United States Forces 
in the northern zone, and by the commander of the Yugoslav Forces in the 
southern zone. In the British-United States Zone British and United States 
military authorities have carried out the duties of the vacant governorship and 
of democratic organs representing the people under the provisions of the Perma- 
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nent Statute of the Free Territory. At the same time, the Yugoslavs have 
adopted in the zone under their control certain measures which definitely com- 
promise the possibility of applying the terms of the statute. 

“In view of those circumstances, the three governments have come to the « con- 
clusion that the present situation cannot guarantee the preservation of the 
fundamental rights and interests of the people of the free territory. 

“Therefore the Governments of the United States, United Kingdom, and France 
have decided to recommend the return of the Free Territory of Trieste to Italian 
sovereignty as the best solution for the fulfillment of the democratic aspirations 
of the people, and to make possible the restoration of peace and stability in the 
zone. 

“In view of the fact that the Security Council has assumed responsibility for 
the territorial integrity and independence of the Free Territory of Trieste, the 
Governments of the United States, United Kingdom and France will submit to 
the Security Council for its approval the provisions to be jointly adopted.” 

In subsequent discussions of the Trieste question at Lake Success, the British, 
French and American delegates to the Security Council have continued to press 
the recommendation that the Free Territory be returned to Italy. 

CHRONOLOGY OF RECENT EVENTS 
Events Date 
Meeting in Belgrade between Field-Marshal H. R. Alex- February 1945. 
ander, Supreme Allied Commander, Mediterranean 

Theater, and Marshall Joseph Tito. Original discus- 

sions on Trieste. 

Yugoslav occupation of Trieste for 40 days__.-.--_----__ Apr. 30, 1945 to 
June 9, 1945. 
Surrender of German Troops in Trieste to the 2d New May 2, 1945. 

Zealand Division. 

Surrender of German Armies in Northern Italy__._________ May 4, 1945. 
United States, Great Britain and Yugoslavia agree on June 9, 1945. 

the occupation of Venezia Giulia. (City of Trieste 

included in the British-United States Zone of Occupa- 

tion). 

Allied Military Government begins to function in Venezia June 12, 1945. 

Giulia Zone A including the City of Trieste. 

General Order 11 establishes local government in Venezia Aug. 11, 1945. 

Giulia Zone A. (Noncooperation by Communist ele- 

ments. ) 

Proclamation 6 dissolves Fascist organizations and re- Aug. 18, 1945. 
peals laws relating to Fascism. 

Council of Foreign Ministers begins the preliminary dis- Sept. 20, 1945. 
cussion in London on a settlement of the Trieste prob- 

lem. 

Council of Foreign Ministers’ Commission, composed of February 1946. 
delegates from the United States, Great Britain, 

France and Russia visits Venezia Giulia. 

Italian Peace Treaty discussed at Paris Peace Confer- July 3, 1946. 

ence. Presentation of views by Italy, Yugoslavia and 

a Trieste delegation. 

Council of Foreign Ministers, discussing the Italian Peace Nov. 27, 1946. 

Treaty at New York, agrees to the establishment of 

the Free Territory of Trieste. 

Financial Commission of the Council of Foreign Min- Jan. 5 to Feb. 27, 

isters visits the Free Territory of Trieste. 1947. 

United Nations Security Council guarantees the inde- Jan. 10, 1947. 
pendence of the Free Territory of Trieste. 
Free Territory of Trieste formalized in the Italian Peace Feb. 10, 1947. 

Treaty signed in Paris. 

Boundary Commission draws new frontiers between Italy, Mar. 7 to Sept. 5, 

Yugoslavia and the Free Territory of Trieste (com- 1947. 

monly known as the French Line). 

Free Territory of Trieste comes into being under the Sept. 15, 1947. 
terms of the Italian Peace Treaty and the occupation 

of Venezia Giulia Zone A by British, United States 

Forces ends. (R-day.) 
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CHRONOLOGY OF RECENT EVENTS—Continued 


Events Date 
Financial agreement signed between Allied Military Gov- Mar. 9 and Apr. 16, 
ernment, British-United States Zone, Free Territory of 1948. 
Trieste and the Italian Government. 
Tripartite proposal by the United States, Great Britain Mar. 20, 1948. 
and France recommending that the Free Territory of 
Trieste be returned to Italy. 
Order 259 creates a new form of local government on June 25, 1948. 
the pattern of the Italian system. 
British-United States Zone, Free Territory of Trieste ad- Oct. 15, 1948. 
mitted as a participating country in the European Re- 
covery Program with the signing of the bilateral agree- 
ment between the United States of America and the 
Zone Commander acting for the Zone. 
Juropean Cooperation Administration Mission to Trieste Nov. 1, 1948. 
begins operations. 
Administrative elections in Trieste Commune__.____-_____ June 12, 1949. 
Administrative elections in the Communes of Muggia, San June 19, 1949. 
Dorligo della Valle, Sgonico, Monrupino and Duino- 
Aurisina. 
Communal Council of Trieste is installed in office and July 18, 1949. 
elects Demo-Christian Ing. Gianni Bartoli Mayor of 
Trieste. 


LITERARY AND HISTORICAL ASSOCIATIONS 


Incongruously enough for a city with its strong radical tradition, Trieste seems 
to have been a favorite place of residence for exiled monarchs; and, although 
essentially a commercial rather than cultural center, it has likewise been singu- 
larly rich in associations with internationally known men of letters. Three of 
them, characteristically perhaps, were foreign consular representatives. 

Trieste’s only native writer to attain fame outside Italy is Italo Svevo (1861-— 
1928), the nom de plume of a Triestine stock broker, Ettore Schmitz, whose novels 
such as La Coscienza di Zeno, Senilita, and Una Vita have been translated into 
many languages and whose widow still lives in the city. 

Trieste has, however, been the home of at least four famous foreign writers. 
Henri Beyle, better known as Stendhal, was French Consul here from Novem- 
her 1830 to March 1831. It is of some interest to note that the old Bonapartist 
found himself appointed to a city which had afforded a place of refuge to several 
of his Emperor’s family and intimates an association recalled by the Via Bona- 
parte, Via Murat, and Via Montfort in the Sant’Andrea quarter, where Napoleon's 
sister, Elise, ex-Grand Duchess of Tuscany, and her husband had a large villa 
and where they were joined by his younger sister, Caroline, ex-Queen of Naples, 
after the execution of her husband, Marshal Joachim Murat, in 1815. In 1820 
their younger brother, Jerome Bonaparte, Prince of Montfort and one-time King 
of Westphalia, bought what is now the Villa Necker close by and lived there 
for seven years. Napoleon's notorious Minister of Police, Joseph Fouché, Duke 
of Otranto, was another of the imperial circle to die in exile in Trieste. The 
honor of harboring the Emperor himself during his stay in the city is claimed 
both by the Casa Brigido, No. 1 Via Pozze del Mare, and by the Palazzo Vivante 
in what is now the Piazza Duca d'Aosta. 

The so-called Arco di Riccardo (actually a Roman arch) is a reminder that 
Trieste is also said to have been the place where King Richard, Coeur de Lion, 
was imprisoned by the Duke of Austria and freed by the ingenuity of his faith- 
ful minstrel, Blondel. This attractive legend must, however, be written off as 
not only unproven but improbable. Other and more authentic royal exiles in 
Trieste were the Carlist claimants to the throne of Spain, whose tombs may be 
seen in the south aisle of San Giusto Cathedral. They had as neighbors the de- 
throned French King, Charles X, and his descendants, who lived and are buried 
at Gorizia. 

From 1867 to 1872 Charles Lever, the Irish novelist, was British Consul in 
Trieste and his grave may be seen in the little Protestant cemetery at Santa 
Maria Maddalena. His even more distinguished successor was Sir Richard Bur- 
ton, the famous writer, traveler and orientalist, who explored Central Africa, 
translated the Arabian Nights and died at his post in Trieste in 1890. 
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The most recent of Trieste’s literary exiles was the Irishman, James Joyce, 
who was a teacher of English in Trieste, first at the Berlitz School and later 
privately, from 1904 to 1915. He wrote part of his masterpiece Ulysses here. 


PHYSICAL CHARACTERISTICS 
Population 
The estimated population figures listed below represent an approximate average 
hetween the last census in 1936 and calculations based on the vote of the 1949 
Communal elections. 








Commune Italian Slovene 

Trieste. _. bi ah ee aa |e 50, 000 
Muggia : 4, eS : = ‘phe ae ele 8, 000 3, 000 
Duino-Aurisina . os" a ‘ . Na6>SabecBaeke B 1, 200 | 3, 500 
S. Dorligo della Valle an ers eee Saint si Nil | 4, 500 
Sgonico acter BR : : ee ae Nil | 1, 300 
Monrupino icles 4 J : Nil | 700 

239, 200 | 63, 000 


Total British-United States Zone, Free Territory of Trieste 302, 200 


2 
Estimated population Yugoslav Zone, Free Territory of Trieste, as of 1940 aunt } 73, 500 
(More recent figures are not available.) | 
Estimated grand total Free Territory of Trieste _-~__._- et ere ---| 375, 700 
Population growth of the commune of Trieste 
1 1 Lf [cea SRS EO ERERER SO Mer oe eae oe SLES, Se eee eee 155, 000 
5 1 Saean ae RT RSS Re Tee meee hETS AV MIGO VaOOs 2155 en ee es 176, 000 
 ) a a eaten PRR Ce SE UE A i rr PATO) Be ert i gk 247, 000 
eae ie BA LE Sata cp SE Ee 27, 000 | 1921____ whee Oe eek We Ea Se) LMS Ss Me OMS 238, 666 
Pree A ee ee Sy i MP IMO hick. siti ieee ek 249, 574 
| SERBS REET Et AGE ya APNE ES 4 Rae WO 4 Sees hte es 252, 238 
| RRR ES are yer es Ls BETTS Dt, CO Nas 5 ae eo ee 274, 598 
Geography 
| Square kilometers Square miles 
Area: | | 
British-United States Zone | 222 86 
Yugoslav Zone = anil 516 | 199 
I caecestesielipientansinaisisiaenyentecnadiaieeasttiees lt otasinieitonssesiiaiijeteahaigicdteitinnsatiemmman 
Total Free Territory of Trieste 738 285 
Coastline: | Kilometers | Miles 
British-United States Zone Scmaae ‘ 50 | 31 
Yugoslav Zone. 90 | 56 
j — — a en 
Total , Soa tibet mda ige 140 | 87 


The highest point in the British-United States Zone is Monte Cocusso with an 
altitude of 672 meters. It is located on the Yugoslav-F TT frontier near the 
village of Basovizza. 

Length of boundaries of the Trieste Free Territory in kilometers: Outside 
perimeter British-United States Zone, 41, plus Morgan Line 2162; Outside 
perimeter Yugoslav Zone, 50, plus Morgan Line 21=21; total, 91. 


Climate 

Trieste, situated at 45° North Latitude, has a temperate climate. The average 
yearly temperature is 57.4° F. (14.1° C.) with an average monthly minimum of 
42.3° F. (4.6° C.) in January and an average monthly maximum of 75.2° F. (24° 
©.) in July. It rains an average of 900 mm. per year and there are 248 days 
per year without any rain. The annual average nebulosity is 52 percent and the 
sky is completely clear for 148 days per year, due to a prevalent northeast wind. 
In winter Trieste, together with the Istrian and Dalmatian coasts, is frequently 
buffeted by a violent cold northerly and north easterly wind known as the Bora. 
This wind is similar in character to the Mistral prevailing in Provence and along 
the French Mediterranean Littoral. 
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There always exists a northern tendency in the winds of the northern Medi- 
terranean shores in winter owing to the cold air of the mountains coming down 
to the sea, where the pressure is lower. When a cyclone is formed over the Medi- 
terranean, the currents in its northwestern area draw the air from the cold 
northern regions, and during the passage the Bora prevails. 


Geology 

Although belonging to the same geological period, the soil types of the zone 
have very different texture and structural characteristics. 

In the north between the mouth of the Timavo River and as far south as 
Grignano there is the last Carso-Mesozoic formation. At one time much of 
this limestone plateau was an oak forest, but in the course of time this was 
destroyed by wars and the need for timber. Today the Carso is largely bare 
except for scrub. 

The other geological region is that of Muggia, San Dorligo della Valle and 
around Trieste, where the basis is sandstone with a surface covered by layers of 
marl. 

The soil in the first zone, the Carso, is the least productive in the area. It 
has a very shallow surface underlain with rock, which outcrops on the surface 
every few feet. The surface soil between the outcrops of rock is constantly being 
eroded. Of more importance agriculturally is the marly-sandy loam found in 
the hills around Trieste and in San Dorligo della Valle and Muggia. The deeper 
soils in this area are productive. Grape culture, which has been carried on for 
centuries, predominates. Grains and vegetables are also produced in the zone, 
and fruit and nut production is of importance. 


TRIESTE ToOpAY 


ALLIED MILITARY GOVERN MENT 


Under the terms of the Italian Peace Treaty, the British/United States Zone, 
Free Territory of Trieste, is dependent upon the Security Council of the United 
Nations. The terms of the Treaty in effect grant a mandate to the British- 
United States Governments to continue a military administration in the area 
occupied by the British/United States Forces until the provisions of the Treaty 
creating a new administration come into force. This mandate in turn has been 
passed on to the Military Commander of the zone, who fulfills his responsibility 
to the local population through Allied Military Government. The British and 
United States Governments furnish to the Security Council of the United Nations 
periodical reports of the Zone Commander on the administration of the zone. 

Following the "Eisenhower Pattern” established in the Mediterranean Theatre 
of Operations during World War II, Allied Military Government is an integrated 
organization of British and United States military and civil officials. 

Major-General T. S. Airey, C.B., C.B.E., is Commander of the British/United 
States Zone, Free Territory of Trieste. He is also GOC in C BETFOR (British 
Element Trieste Force). 

The Zone Commander is assisted by a British Political Advisor and a United 
States Political Advisor, who with their staffs constitute the British and Ameri- 
can Foreign Service Missions in Trieste. 

There are also French, Italian, and Yugoslav Economic Missions in the British- 
United States Zone. 

The Deputy Zone Commander is Major General William H. Hoge, the Com- 
manding General TRUST (Trieste United States Troops). 

Brigadier General Clyde D. Eddelman is Deputy Commander of TRUST and 
Director General, Civil Affairs, responsible to the Zone Commander. His Deputy 
is Brigadier H. P. P. Robertson, O. B. E. (Retired). 

Senior local government official is Dr. Gino Palutan, zone President Mr. Gianni 
Bartoli is Mayor of the Commune of Trieste, the largest single elected govern- 
mental administrative unit in the Free Territory of Trieste. 


COMMUNAL ELECTIONS, 1949 


Following a series of progressive steps on the part of Allied Military Gov- 
ernment to turn local government administration over to the elected 
representatives of the people, elections for communal councillors were held in 
June 1949. These were the first free and democratic elections in this area in 
27 years. 
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Voting was conducted in the Commune of Tieste on Sunday, June 12, and in 
the outlying Communes of Muggia, San Dorligo della Valle, Sgonico, Monrupino, 
and Duino-Aurisina on the following Sunday, June 19. 

The greatest care was taken to ensure the most scrupulous impartiality in 
the conduct of the elections, which passed off in perfect order. Of the 181,971 
eligible voters in the Commune of Trieste and 16,555 in the outlying communes, 
no less than 94.2 percent cast their ballots. The difference between these figures 
and the total electorate was in part due to the fact that 16,122 certificates could 
not be delivered because the persons to whom they referred could not be traced. 

The powers and responsibilities of the new communal councilors were already 
established by law following the Italian pattern, but although the elections 
were of a purely administrative nature, local politicians realized that this was 
the first attempt at a democratic show of strength among the many parties which 
had in the past made claims to represent the majority of the population. For 
this reason the campaign unofficially became a plebiscite for or against the 
return of Trieste to Italy. 


Regarded from this point of view, the elections gave the following results: 


poi Pee ilies Patel 8 oe i ahs gown etetnay ‘isin seated pees se 63. 64 
Cominform-Communist Party _------------- eth a aig eee bi eqervemitetdesaned 21. 14 
Sheet | AEM CRCUERTIAS LOI AROR hs ie ee geist epee Lee 
Enya ARE be se crs ik te hs i a ea ene enema nmeiiun 2. 35 


More detailed results are given below, together with the programs of the various 
parties. 
POITICAL PARTIES AND 1949 ELECTION RESULTS 


Christian Democrats—Address: Trieste, Piazza San Giovanni 5 

Platform.—The party corresponds to the Christian Democrat Party of Italy. 
It is opposed to socialization of the means of production, and pledged to support 
of small and medium industries, moderate agrarian reform, and the restitution 
of Trieste and Istria to Ialy. 

1949 Communal Elections.—The party presented its own list of candidates in 
the Communes of Trieste and Muggia. In the Commune of Duino-Aurisina a 
list called the Union of Italian Democrats was presented in coalition with the 
V. G. Socialist Party. The party did not campaign in the Slovene Communes of 
San Dorligo della Valle, Sgonico, and Monrupino. 

Votes received : 


Trieste (39.04 percent) _— ~~~ din teri ie ar ee ets 8S, ce nl oe 

Muggia (21.81 percent) — ------ Bite eee AS) Sek ice ig i ea =, O46 

ippin-Asresine: (90.03; percent) 6.5 ooh ee i ee ets DG) 
Council seats obtained: 

| ae EN es Meee eee Uitte he cated teal Sets oe BE eat et: Go 

Muggia______- pS area PAS Bai MN... ABE a Se iiss Sa ge as ~ 9 out of 80 

Duino-Aurisina_-___~- aed aig nee ee a Jciaillp mitiein eit IOS ES 4 out of 2) 


F. T. T. Communist Party (Cominform)—Address: Trieste, Piazza Duca degli 

Abruzzi 3 

Platform.—The party supports the Cominform-Communist program and de- 
mands the nomination of a governor, the unification of the two zones, and the 
removal of British, United States, and Yugoslav troops. 

1949 communal elections.—The party presented a listof candidates in the Com- 
munes of Trieste and Muggia under its own name, and in the rural communes 
under that of U. A. I. S. (Italo-Slovene Antifascist Union). 


Votes received : 


TE URCRCE Th ae Breen yao ee eee a 35, 548 
Beminite {esse erent yo eyo 2 oe en ere 4, 182 
Duino-Aurisina (34.97 percent) —__~_~ 1 he Ud SR SMS Le. 949 
S. Dorligo della Valle (55.56 percent) --____ aes SSR ae _... 1,466 
BROnIGD (OLS 2 pent Fas ea eS 345 
Pacman CSoase emreE) ooo Se es ee se 95 
Council seats obtained : 
OEE oe me PRC <a heap at Ds es ip eat ALOE sah tet at Eine een 13 out of 60 
YEE Se ela 2 dt panied grate ile erat eae eta MS. Se ti aa Irae 2 17 out of 30 
pelle Mesilla lala oni! ise etal hea teed 2p alec 7 out of 20 
S. Dorligo della Valle__._______-_ ee errr ee ecg cee ae re 17 out of 20 
Sgonico ________ pee eee RE SLR EE NEN aint Ee te Be OE _. Sout of 15 
eee ee Saarinen Tees meen TE NT ae ee eee Cae oa . 4out of 15 
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Venezia Giulia Socialist Party—Address: Trieste, Piazza Goldoni 1 

Platform.—The party program is Socialist and includes the return of the Free 
Territory of Trieste to Italy. While the P. 8S. V. G. is formally autonomous and 
depends neither on the Saragat, Romita nor Nenni factions of the Italian Socialist 
Party, the majority is in close contact with the first-named. There are a number 
of P. S. U. and even of P. S. I. sympathisers within the party. 

1949 communal elections.—The party presented its own list of candidates in the 
Communes of Trieste Muggia, and in the Commune of Duino-Aurisina a coalition 
list with the Christian Democrats under the name of the Union of Italian Demo- 
crats. 

Votes received : 


ON te TOD i i iverson einen ee ne Raid a al 10, 747 

Rc SR SR Sie Fe SE Eee 564 

Piao suriime (2005 percent)... 569 
Council seats obtained: 

a a a ed en sags 2 Ete Pe 4 out of 60 

TREN ge el ERIE Eas nite EL De ALLY gata aed A Jo 3 31-- Se OMe GE SO 

es | RC aaS Rae edly Cen eae en AA Ae eh ee MOR Ee CURE Pree ene Ts 4 out of 20 


Independence Front—Address: Corso 7 Trieste 

Platform.—The party slogan is “Trieste for the Triestines.” It demands the 
observance of the peace treaty, the nomination of a governor, the unification of 
the two zones and the equality of local ethnical groups. Its ideological orienta- 
tion is left. 

1949 communal elections.—The Independence Front presented its list of 
candidates only in the Commune of Trieste. It received 11,476 (6.83 percent) 
votes and obtained 4 council seats out of 60. 

Italian Social Movement—Address: Trieste, Corso Garibaldi 2 

Platform.—This corresponds to the Neo-Fascist MSI in Italy and has a similar 
program including the restitution of all lost territories to Italy. 

1949 communal elections.—The movement presented a list of candidates in the 
Commune of Trieste, received 10,171 (6.05 percent) votes and obtained 4 council 
seats out of 60. 

Italian Republican Party—Address: Trieste, Via delle Zudecche 1 

Platform.—The ideology of the party is based on the social principles taught 
by Mazzini. It advocates the restitution of the Free Territory of Trieste to 
Italy. 

1949 communal elections.—The party presented lists in the Communes of Trieste 
and Muggia, and obtained 3 council seats in Trieste and one in Muggia. 

Votes received : 


IE ee POON 65 os so ee oe ee a a pia eieeocacit ey Od 

RN I so i ag aie eee RES ae 242 
Council seats obtained : 

ci RR aaah gis ea ree aa ee ie SEAT Weer ie tint ee. Lsncasnw ee Ontiof 60 

Pa ee Sheet Dey. Aa nti ee eee eae By: Ea, es _.. 1 out of 30 


Vomo Qualunque (Common Man) Democratic Front—Address: Trieste, Piazza 

San Giovanni 1 

Platform.—The front’s program is identical with Qualunquist program in 
Italy. It defends the Italianity of Venezia Giulia and demands the return of 
the whole region to Italy. 

1949 communal elections.—In coalition with the Italian Monarchical Union, 
the veterans, volunteers and other patriotic associations, the front put up a list 
in the Commune of Trieste under the name of the Italian Block, received 8,252 
(4.91 percent) votes and obtained 3 council seats out of 60. 

F.T. 7. Communist Party (Pro-Tito)—Address: Trieste, Via Ruggero Manna 29 
Platform.—This is the section of the Communist Party which sided with 
Marshal Tito after the split with the Cominform in June 1948. In particular, 
it champions Slovene interests and rights and opposes the return of the Free 
Territory of Trieste to Italy. 
1949 communal elections.—Under the name of the Italo-Slovene Popular Front, 
the party presented lists of candidates in all communes. 


94756—52——58 
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Votes received: 


NN Ea hac i a ie 3, 957 
Ne ARNG iii said sg bags als aN gk a tas em so ices epics meno 323 
ere cee eC ame TS Ly Uap nae cerns Seen ar eee Same ies oy eT ENO Cet Lt 395 
S. Dorligo della Valle (15.19%) __...--._---___..___. eh Telening Wer se ioaNig 401 
aan) MTOR 8 sot ce eee Cae en es oe 148 
RPE COTO) isis oles pith sec Sete Han hw dea hy eae 86 
Council seats obtained : 
PAO arise, ais 5s alt ts een esi sate Supscubl eaahacealeene areata eae ee nana 1 out of 60 
ee ee Pectiigeices $s bch ance ape hendch nga ce oe A 
SIN 0 Pa i eer 8 espe mck ha ep nea eapetaplgres keke ED 3 out of 20 
S. Dorligo della Valle____-_~._ Srp eaames aie wha cee peek a abn 3 out of 20 
NSCS Ss cate See eee, wi 8 sas re aaa et eae ee Neal eee are 3 out of 15 
DRORUIINNG = 25 obser eas pesmi ALS Ce ie eaten Tears 4 out of 15 


Trieste Democratic Party—Address: Trieste, Viale XX Settembre 39 
Platform.—This is a right-wing Independentist Party. It accepts the peace 
treaty and the creation of the Free Territory of Trieste and stands for political 
and economic independence and for equality of the two ethnic groups. 
1949 Communal elections.—Under the name of the Trieste Block the Party pre- 
sented a list of candidates only in the Commune of Trieste. It obtained 4,860 
(2.89 percent) Votes and one council seat out of 60. 


Italian Liberal Party—Address : Trieste, Corso 27 

Platform.—tit upholds the liberal and national principles of the Italian Liberal 
Party, which was the leading party in Trieste before World War. It demands 
the return of the Free Territory of Trieste to Italy. 

1949 Communal election.—The party put up a list only in the Commune of 
Trieste, where it received 3,094 votes (1.84 percent) and obtained 1 council seat. 
Slovene Democratic Union—Address: Trieste, Via Machiavelli 22 

Platform.—The union represents the anti-Communist, and in particular, the 
liberal Slovenes, whose rights and interests it defends. Its program is based on 
support of the peace treaty and the independence of the Free Territory of Trieste. 

1949 Communal elections —The party presented a list of candidates under its 
own name in the Commune of Trieste, in the Commune of Duino-Aurisina under 
that of the Slovene League and in the Commune of Sgonico under that of the 
Slovene National List. It took part in the campaign in the Communes of San 
Dorligo della Valle and Monrupino by presenting candidates under an independent 
iabel. The union did not take part in the Muggia election. 


Votes received: 


EN a ne RT Le aT eee 3, 004 
Duino-Aurisina (27.75% )______- wees orerieg yee Atte ee ee T52 
a RE RE Po Et ar ni rh wr ae oe ee, 182 
Nh, orliae Gella Valle (20299) =. 3c oe Pere! 72 
eg ES | te A \eeeie nha Ree od ee eee kee ee Se ae oP 142 


4‘ouncil seats obtained : 
Trieste, 1 out of 60. 
Duino-Aurisina, 6 out of 20. 
S. Dorligo, 6 out of 20. 
Sgonico, 4 out of 14. 
Monrupino, 7 out of 15. 
Republican Independence Movement—-Address: Trieste, Via Roma 17 
Platform.—This is a left-wing independentist party, which favors a wide 
autonomy in association with Italy. 
1949 Communal elections.—The movement presented its electoral list in the 
(‘ommune of Trieste, received 2,291 (1.86 percent) votes and failed by about 200 
votes to obtain a council seat. 


/talian Socialist Party (Autonomous Federation of Trieste) 


Platform.—This recently founded party corresponds to Nenni’s P. S. I. in 
italy. It advocates the Italian solution of the Free Territory of Trieste problem. 
The party was not yet established at the time of elections. 
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LOCAL GOVERNMENT 


Local Government functions in accordance with Allied Military Government 
Order 259 published on June 25, 1948. It is based on the pattern instituted in 
Italy shortly after the cessation of hostilities and before administrative elections 
were held. 

Allied Military Government, Directorate of Interior, which corresponds to 
the ministry of interior in Italy, controls local government through its func- 
tionary, the highest civil official in the government, known as the zone president. 
He is appointed and is removable by Allied Military Government. With the 
exception of public safety functions, he has the same powers as those exercised by 
a prefect in Italy. 

The zone is divided into communes consisting of Trieste and 5 smaller com- 
munes. At the head of each commune is a mayor (sindaco). Local govern- 
ment is carried out in each commune by the communal board (giunta Comunale), 
whose president is the mayor. A central body, the zone administrative board 
(giunta amministrativa di zona) under the zone president, coordinates and 
controls the work of the communes and effects liaison with Allied Military Gov- 
ernment, the central government. Certain functions of local government within 
the zone such as roads, hospitals, and public welfare are carried out by an 
autonomous body known as the province of Trieste (Provincia di Trieste). 
This body is composed of the president of the province and his councillors, and 
is known as the provincial deputation. 


ADMINISTRATION OF JUSTICE 


Justice is administered in the British /United States Zone through local courts, 
which were reestablished in 1915, when Allied Military Government took over 
administration of the area. The system of courts is similar to that in operation 
in Italy. The Italian penal and civil codes by virtue of the peace treaty are 
the codes applicable in the zone. With the exception of a very small number 
of temporary magistrates appointed by Allied Military Government, all magis- 
trates are seconded for duty to the zone by the Ministry of Grace and Justice in 
Rome. 

Courts operate under Allied Military Government Department of Legal Affairs, 
which is equivalent to the Ministry of Grace and Justice. In addition to local 
courts, there are Allied Military Government Courts for trial of offenses against 
the armed forces. The present policy is to cut down the work of the military 
government courts and allow local courts as far as possible to deal with all 
offenses committed within the zone. 

New laws and orders are promulgated in the Allied Military Government 
Official Gazette, issued bimonthly by the legal department. In general these laws 
follow the pattern of Italian legislation. 


POLICE 


Law and order and finance and customs control are maintained in the 
3sritish/United States Zone by the Venezia Giulia Police Force, the Corps of 
Finance Guards and the Administrative Police. All police are locally recruited 
and in the case of the two former forces come under the operational control of 
Allied officers. 

The Venezia Giulia Police Force has a current strength of approximately 
4,400 officers and men. It is the senior of the three forces, having been formed 
in the summer of 1945. From its ranks have come the officers and men of the 
Finance Guards and Administrative Police. 

With its radio-equipped 89-foot launches and patrol cars, as well as modern 
scientific laboratories and highly trained uniformed and criminal investigation 
agents, the Venezia Giulia Police compares favorably with the most modern 
police departments in Europe. The zone is a member of the International 
Criminal Police Commission. In addition to normal police duties, the force 
mans all the frontier block posts. 

Police training is given at the Beleno Barracks, a reconditioned military 
barracks, located in the outskirts of Trieste. 

The Administrative Police perform duties very similar to those of the Municipal 
Police with the exception that their jurisdiction has been extended to the whole 
of the British /United States Zone. This force with about 340 officers and men 
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comes under the supervision and control of the Zone President. The corps was 
formed on April 2, 1949. 

The Corps of Finance Guards was formed as a separate organization under 
the control of the Department of Finance of Allied Military Government on 
January 1, 1950, and, as its names implies, performs customers and revenue 
functions as a specialized law enforcing agency. It has a strength of about 
1,000 officers and men. 


PRESS 


No censorship of publication exists. Licensing of periodicals is, however, 
controlled by Allied Military Government within the limits imposed by the 
technical facilities available in the city. Laws concerning the press and libel 
follow the Italian pattern. In extreme cases the press may be dealt with under 
Allied Military Government proclamations, laws or orders. 

The 4 daily newspapers printed and circulated in the zone are: 





- Approximate ee 
Title | Gireniation Affiliation 

1. Giornale di Trieste Sn eee 46, 000 Right-Wing Independent. 

5 Cee at eee eS Fe 8,000 | Left-Wing Independent. 

PM eae ie ed Sees toe AE 13,000 | Right-Wing Independent. 

4: Debeepiet Cewee 2s oo aso 2,500 | Pro-Tito Communist. 





In addition there are 17 weekly and 5 monthly publications covering economic, 
social, political, and cultural activities of Trieste life. 

Two other daily newspapers carry a special Trieste page, although they are 
not published in Trieste. They are the Italian right-wing nationalist Messaggero 
Veneto, published in Udine, and the Cominform-Communist Unita, published 
in Milan. Il Messaggero Veneto has a Trieste circulation of about 4,000 copies, 
while the Trieste circulation of L’Unita is not known. 


RADIO 


Allied Military Government, through the medium of the Public Information 
Office, operates two radio transmitters, one broadcasting in Italian, and the other 
in Slovene. Each of these stations is on the air 10 hours a day. Four daily news 
broadcasts are given in each language and the balance of the program is com- 
posed of musical and cultural items and talks on current events. A considerable 
part of the financial cost of operating these two radio stations is borne by Allied 
Military Government, although the British and United States Governments sup- 
ply the key personnel. 

Allied Military Government does not sponsor or publish any newspaper of 
its own, but through its Public Information Office and Radio Trieste official 
announcements receive wide dissemination. 


LABOR 


There are two major labor unions in the zone, both organised on a horizontal 
plan. 

The Camera Confederale del Lavoro (CDL) is a non-Communist organization, 
whose direction maintains a parity of the Demo-Christian, Socialist and Repub- 
lican Parties. It is included in the trade union organisation of Western Europe, 
the International Confederation of Free Trade Unions, adhering to the ERP. 

The other major trade union is the Sindacati Unici (SU), whose orientation is 
Cominform-Communist and includes Communists adhering both to the Cominform 
and the Pro-Tito Groups. 

RELIGION 
Roman Catholic Church 

Apart from the foreign communities such as the Greeks and Serbs and the 
Jewish colony, the overwhelming majority of the population belongs to the Roman 
Catholic Church. 

Owing to the recent territorial changes and the consequent modification of the 
area of the Diocese of Trieste and Capodistria, the Episcopal Curia is not yet in 
possession of exact figures relating to the ecclesiastical organization of the region. 
It is believed, however, that there are about 24 public churches and chapels in 
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the British/United States Zone and 30 in the Yugoslav Zone, Free Territory of 
Trieste. There are about 100 secular and 60 regular clergy in the British/United 
States Zone, while in the Yugoslav Zone there remain about 40 seculars and 10 
regulars. This represents about 75 percent of the number ministering there 
before the Yugoslav occupation. 

The church maintains 5 schools or colleges and 5 orphanages in the Brit- 
ish/United States Zone. It also provides nursing nuns for the hospitals of the 
Zone. 

The diocese of Trieste and Capodistria is a suffragan see of the Archdiocese of 
Gorizia, and the Holy See has not yet proceeded to change its status in conform- 
ity with recent territorial alterations. The Bishop, Monsignor Antonio Santin, 
is an Italian from that part of Istria recently ceded to Yugoslavia. 


Greek orthodox community 

The Greek community dates from the days of Empress Maria Theresa. Form- 
erly a very wealthy section of the population, the Greeks are today greatly re- 
duced in number and affluence. There are about 1,000 Orthodox Greeks in Trieste, 
but the community claims it is now too poor to maintain more than one priest. It 
has an elementary school. 


Serbian Orthodox Church 

The Serbs own an imposing church in the center of the city. The two priests 
who minister there were appointed by the Yugoslav Government. The community 
numbers about 500 and manages its own elementary school. 


Protestant Churches 

The Anglican community dates from 1821 and the church at present ministers 
chiefly to the needs of Allied Military personnel, since the local community has 
been greatly reduced in numbers. 

The Swiss Evangelicals and the Waldensians share the ancient church of San 
Silvestro, which dates back to the third century. The Swiss community in Trieste 
is still of respectable size and takes a notable part in the commercial life of the 
town. 


Jewish community 

Of the 6,000 Jews who lived in Trieste in 1938, only 1,600 remain today. The 
President of the Jewish Community attributes this drop in figures largely to emi- 
gration, while 1,000 were deported during the war and 1,000 accepted the alterna- 
tive of becoming Christians under the racial laws. The Jews here are chiefly of 
Italian origin and sympathies. There is an imposing modern synagogue in the 
center of the city and the community runs several schools, a hospital and an 
excellent and up-to-date orphanage. 


HOUSING 


Considerable progress has been made in the construction of new apartments 
and repairs to war-damaged apartments as an aid in solving the housing problems 
in the zone. 

Since September 15, 1947, when the Free Territory of Trieste came into being, 
Allied Military Government has built 1,451 new apartments and repaired 9,211 
war-damaged apartments. Many additional apartments were built and repaired 
by Allied Military Government in Trieste and other towns prior to September 15, 
1947, in what was then Venezia Giulia, Zone A. 

There are currently 394 apartments under construction and Allied Military 
rovernment has allocated 621,000,000 lire for the construction of another 580 
apartments. 

The largest single housing development in the zone is at Campi Elisi, Trieste, 
where, as a result of Allied Military Government financial aid, 542 apartments 
were built. 

It will be realized there is no immediate panacea to the widespread housing 
problem. The City of Trieste shares with almost every city in the world today 
those problems of economic dislocation caused by the recent war of which the 
shortage of housing is perhaps the most acute. The Trieste problem results 
from war-damage, from an increased population in the city and from military 
requirements. 











896 FEDERAL SUPPLY MANAGEMENT 


The present Allied Military Government construction program represents what 
has been carefully considered to be the most desirable for the over-all economy 
of the zone. 

While this construction is taking place for civilian use, a certain amount of 
additional building and repair is being furthered to meet military housing 
requirements. This, of course, will eventually revert to the civilian economy. 


(PERA 


One of the centers of Trieste’s cultural life is the Communal Theater Giuseppe 
Verdi, a dignified building near Piazza Unité. Designed by Matteo Pertsch and 
Gian Antonio Selva, the theater originally named “New Theater” was inaugu- 
rated in 1801 and since then it has been host to many world-famous musicians 
including Gieuseppe Verdi, Richard Strauss, NiccolO Paganini, Franz Liszt, 
Gioacchino Rossini, Meyerbeer, Giacomo Puccini, Pietro Mascagni, and Arturo 
Toscanini, as well as many famous actors and lecturers. Paganini performed 
in this theater’ in 1816 and Liszt played his rhapsodies here in 1821. In 1819 
the name of the theater was changed to Grand Theater. In 1821 the first statute 
governing the theater was written in accordance with the growth of the city 
into a cultural and commercial center. As early as 1828 this theater's orchestra 
was considered one of the best in Europe. Two little known operas of Verdi had 
their premieres here, the Corsaro and Stifelio, in 1850. Completely remodeled 
in 1878 and given its present name in honor of the great Italian composer, the 
theater has a seating capacity of 2,100 people, excellent acoustics and houses a 
permanent orchestra of 68. The winter opera season from mid-November to 
mid-March is held at the Verdi Theater, while the summer season during July 
and August is conducted in the main court of San Giusto Castle overlooking the 
city. The Verdi Theater is also the scene of symphonic concerts from September 
to November and from April to June. 


MOTION PICTURES 


Five first class and about 20 second and third class motion picture houses are 
operating in the zone throughout the year. 

In addition during the summer months motion pictures are presented outdoors 
at suitable places throughout the zone, including San Giusto Castle. 


SPORTS 


Various yachting, rowing, tennis, rugby, and association football clubs and 
gymnasia are established in Trieste. There is also a flying club operating at the 
nearby airfield of Ronchi in Italy. Mountain climbing and skiing in the nearby 
mountains of Italy and Austria are within the possibilities of the average citizen. 
Special weekend trains and buses at reduced fares are operated for this purpose. 

The following national and international competitions are periodically held in 
Trieste: football and tennis tournaments, sailing, motor-boat and rowing re- 
gattas, swimming and water polo, horse and auto races. There are also various 
public and private swimming places along the seashore. 


HOSPITALS 


Seven public hospitals in Trieste with a normal average capacity of 4,368 
beds form the backbone of local institutional medical care. In addition there 
are 6 private clinics with a capacity of 324 beds. Except for the treatment and 
eare of tubercular patients the zone has sufficient facilities for the needs of the 
area. A new hospital for the treatment of tubercular patients is under con- 
struction. 

THE TRIESTE FAIR 


The Fair of Trieste was officially recognized by Allied Military Government on 
May 21, 1948. An exhibition was organized in September of the same year, 
provisionally in the building of the Stazione Marittima and at San Giusto. In 
1950 the fair will have its permanent installations, now under construction in 
the suburb of Montebello. While actual exhibition will be held as a rule in the 
second half of June, the Trieste fair will serve as a permanent meeting point for 
the trade of Central Europe and the Near and Middle East. The final aim of the 
fair is to reestablish in Trieste normal economic traffic for the supply of its 
hinterland. 
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POINTS OF INTEREST 


The main points of interest in the zone trace the history of the region from 
Roman times down through the ages. 


TIMAVO RIVER 


The present boundary with Italy itself recalls the troubled story of the region, 
for in 1916-17 it was the no-man’'s land between the Italian and Austrian front 
lines. Close to the frontier block post the main road passes the principal natural 
curiosity of the zone, for it is at this point that the Timavo, the largest of the 
subterranean rivers of the Carso, which disappeared underground at Saint 
Canzian in Yugoslavia, suddenly gushes out from beneath the rocks as a full- 
grown torrent, a phenomenon peculiar to these limestone formations and known 
to geologists as a “source vauclusienne.” It inspired the ancients with super- 
stitious awe and they erected temples here to Hercules, to Spes Augusta and to 
the Timavo River itself. Up to the time of Augustus the Timavo formed the 
historic limit of Italy, and the traveler may read Virgil's reference to it and its 
“nine mouths” in the First Book of the Aeneid carved by local historians on a 
rock at the right hand side of the road. 


DUINO CASTLE 


Historic Duino Castle is today the residence of Major General Terence S. 
Airey, C. B., C. B. E., Zone Commander and General Officer Commanding in 
Chief BETFOR. 

The original castle was built by the Romans in 384 A. D. about 200 yards to 
the north of the present one as the southernmost link in a chain of forts designed 
to protect the Romans from the ravages of marauding tribes from the east 
and from coastal pirates. After its destruction in the fifteenth century, the 
Walsees, feudal lords of Duino, installed themselves in the other castle. Most 
of the walls and the tower date from this period, although relics dating back 
to Diocletian show that the site was inhabited in much earlier times. It is 
owned by the Della Torre e Tasso (Thurn und Taxis) family, which acquired 
it in 1587. 

MIRAMARE CASTLE 


Miramare Castle is ithe seb of TRUST and residence of Major General 
William M. Hoge, Commanding General TRUST and Deputy Zone Commander. 
The castle was built by the ill-fated Archduke Ferdinand Maximilian von Habs- 
burg, young brother of Emperor Franz Joseph of Austria-Hungary. 

Construction began in 1856 under the direction of Carl Junker, the engineer, 
who in the same year had completed the construction of the Vienna-Trieste 
railroad. Under the guidance of Maximilian and Junker, an effort was made to 
reconstruct a medieval baronial castle on the shores of the Adriatic. Tons of top- 
soil were carted from the Friulian plain and used to cover the rocky hillside, 
which Maximilian had planted with pine and cedar to form the backdrop of ever- 
green for his White Castle. 

The roel was occupied by Maximilian in 1860 although it was not completed 
until 10 years later. It was from here on-April 14, 1864, that he set sail on his 
ill-fated eset to Mexico, where, after three troubled years as Emperor, he was 
shot by Benito Juarez at Queretaro. 

Maximilian’s tragedy was only the first in the lives of the Austrian and Italian 
royalties who have lived at the castle. The Emperor Franz Joseph’s wife, 
Elizabeth, was murdered in Geneva by an Italian anarchist. Her daughter-in- 
law, Stephanie, widow of Crown Prince Rudolf, came to Miramare after the 
tragedy at Mayerling, where her husband was found shot with the Countess 
Vetsera. Last of the Habsburgs to reside in the eastle was Archduke Franz 
Ferdinand, whose murder at Sarajevo in June 1914 touched off World War I. 

After the territory was ceded to Italy the castle belonged to the Duke of 
Aosta, who died in 1942 as a British prisoner of war in Africa. 


THE GRAND CANAL 


The Grand Canal of Trieste was dug in 1756 in the reign of Empress Maria 
Theresa. It formerly extended as far as the Church of Saint Anthony. Filled 
with gaily colored little boats, it is today one of the most attractive corners of 
Trieste. 
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PIAZZA DELL’ UNITA’ 


This, the most important square in the city, is flanked on three sides by the 
Municipio or City Hall, the Prefettura and the Headquarters of the Lloyd 
Triestino Shipping Company. The piazza was originally built as a parade ground 
for the Austrian guards of the government buildings. It is the traditional center 
for political meetings and demonstrations. The piazza’s flag poles commemorate 
the soldiers of the Italian Army Transport Corps who lost their lives in the 
first World War. 

SAN GIUSTO HILL 


The Roman amphitheater and the narrow, winding streets of the old city lie 
between Piazza dell’ Uniti and the hill of San Giusto, which bears the name 
of the patron saint of Trieste. The hill with its cathedral, castle, and Roman 
relics, serves as a symbol of Trieste. The Cathedral of San Giusto, famed for 
its noble Byzantine and medieval mosaics, was built on the ruins of a temple of 
Jupiter Capitolinus, Juno and Minerva whose pillars can still be seen at the base 
of the tower. Nearby, beyond the site of the ancient forum, the Venetians built 
a fortress, which was reconstructed in its present form by the Emperor Fred- 
erick III in 1470, the year after his troops had sacked the rebellious city. It was 
designed to hold down Trieste and at the same time to protect it against the 
Turks and form a part of the Empire’s defenses in conjunction with the castles 
at Maribor, Graz, and Ljubljana. 

In 1926 the castle was turned over to the City of Trieste by the Italian Army 
and coverted into a museum and recreation center. 

The Hill of San Giusto also contains memorials to the men of Trieste who died 
in the two World Wars, the Abyssinian War and the Spanish Civil War, and to 
the men of First Battalion, 349th Infantry, 88th (United States) Division, who 
died in Italy during World War II. The latter memorial was erected in 1946 
during the battalion’s service in Trieste. 


MUSEUMS AND GALLERIES 


Other points of interest are the Civie Library, the Civic Museum of History 
and Art, the Revoltella Museum and Picture Gallery, and the University. 


THE ROAD TO RECOVERY 
JUNE 12, 1945 


The end of World War II and the arrival of Allied Forces in Trieste on June 
12, 1945, found the economic life of the city at a standstill with oil refineries 
and many industrial plants gutted by bombs and fires and the port heavily mined 
and cluttered with the wrecks of 102 merchant and warships of many nations. 

The port was so badly damaged and heavily mined in June 1945 that the first 
supplies to arrive in Trieste by sea were unloaded from Allied landing craft 
at a public bathing beach near Campo Marzio Railway Station. 

In the harbor were the hulks of such large ships as the 45,000-ton battleship 
Impero, 28,000-ton battleship Conte di Cavour, 24,000-ton passenger liners 
Sabaudia and Giulio Cesare and the 6,000-ton light cruisers Vesuvio and Etna. 

Under the supervision of Civil Affairs Officers of Allied Military Government 
Venezia Giulia and local authorities, together with the assistance of Allied naval 
units, sections of the port were progressively cleared and repaired to receive 
UNRRA shipments for the Balkans and the first trickle of postwar commercial 
traffic. Although the city did not receive actual UNRRA supplies for local dis- 
tribution it benefited from this enormous movement of traffic through the port 
by providing employment and the impetus for what later became a more normal 
and far heavier commercial and ERP movement of traffic. 

From the end of the war until October 1948, when Trieste became eligible for 
Marshall Plan Aid, the economic policy of the zone had been based on the short- 
term formula of the prevention of disease and unrest by ensuring adequate sup- 
plies of food, the maintenance of essential services and the prevention of large- 
scale unemployment. 

During this period and in spite of the uncertain tenure of office of Allied Mili- 
tary Government, a substantial start was made with the economic rehabilitation 
of the zone. The extensive war damage to the port was largely repaired and its 
capacity was restored to almost prewar standard. The reconstruction presented 
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mrany opportunities to modernize equipment and, as a result, many facilities the 
port now offers are superior to those before the war. The initiative taken by local 
industrialists to rehabilitate their factories and plants was stimulated by financial 
aid in the form of low interest loans made avilable by Allied Military Government. 


UNITED STATES FOREIGN RELIEF PROGRAM-——AUSA 


In June 1947 the United States Foreign Relief Program, or AUSA as it was 
known in Trieste and Italy, was inaugurated. The program, which was the fore- 
runner to ERP aid, expended $12,000,000 from July 1, 1947, until June 30, 1948. 
Only food, coal, and medical supplies were furnished since industrial items were 
not eligible. 

With the end of the United States Foreign Relief Program it became obvious 
that Trieste’s future must be integrated within the planned rehabilitation of 
Western Europe and that only through reconstruction of Trieste’s shipping and 
its industrial and commercial facilities could the area recover its traditional 
prosperity. 

EUROPEAN RECOVERY PROGRAM 


The Foreign Assistance Act, 1948 (Public Law 472), passed by the United 
States Congress foresaw that Trieste might become a “participating country.” 
Section 108 (a) of this act provides: “As used in this title, participating country 
means : 

“1. Any country, together with dependent areas under its administration, 
which signed the report of the Committee of European Economic Cooperation 
at Paris on September 22, 1947; and 

“2. Any other country (including zones of occupation of Germany, any ereas 
under international administration or control, and the Free Territory of Trieste 
or either of its zones) wholly or partly in Europe together with dependent preas 
under its administration.” 


TRIESTE ADMITTED TO OEEC 


On October 14, 1948, upon the proposal of Italy and by a unanimous vote of 
the OEEC Council in Paris, the British-United States Zone was adniitted 
as a participating country. On October 15, 1948, the Zone Commander, ‘.cting 
for the British-United States Zone, signed the bilateral agreement wita the 
United States Government qualifying the zone to receive ERP aid. 

In moving the admission of Trieste, Italy pointed out that after the tripartite 
declaration of March 20 “Italy feels bound to safeguard all interests of Trieste.” 
Subsequently in a joint statement of the Allied Military Government ard the 
Italian Government both governments reaffirmed their policy of “close and con- 
tinual consultation on matters of mutual interest in the economic field.” 


ECA MISSION 


The ECA Special Mission to Trieste began operating on November 1, 1948. 
Chief of the Mission is Mr. Robert E. Galloway, formerly President of the Gallo- 
way Coal Company, Memphis, Tenn. His deputy is Mr. Hal T. Shenefield, of 
Washington, a former State Department official. The industrial expert of the 
mission is Mr. Stephen B. Mambert, of New York, a former vice president of 
Thomas Edison Co. Ltd. 


RESULTS ACHIEVED WITH ERP AID 


As the result of ERP aid there has been a noticeable quickening of the zone’s 
industrial pulse. In addition to facilitating the procurement of raw materials 
and up-to-date equipment for the rehabilitation and modernization of factories, 
substantial loans at low rates of interest from the counterpart fund have stimu- 
lated the rebuilding of war-damaged installations and encouraged the placing 
of orders for material of considerable value. 


ECA DOLLAR GRANTS 


During the first fiscal year of the Marshall Plan, ending June 30, 1949, Trieste 
received the largest per capita rate of ERP dollar aid among all the participat- 
ing countries. The total Marshall Plan Aid received by Trieste amounted to 
$17,838,000 or 10,256,500,000 lire. This equals approximately $60 (34,500 lire) 
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per head, as against the average of $18.36 (10,500 lire) for the other partici- 
pating countries. 

It should be taken into consideration that Trieste was admitted into OEEC, 
and became entitled to Marshall Plan Aid only on October 1, 1948, and while 
food supplies chargeable to Marshall Plan had been arriving before that date 
it was only then possible to switch over from relief to industrial recovery. 

Of the total amount of $17,838,000 allotted to Trieste by ECA, $11,302,700 
(6,498,534,000 lire) were for food, mostly flour and grain, and $6,535,500 
(3,758,710,000 lire) were for raw materials, 


RAW MATERIALS 


The most important industrial commodity imported into Trieste from abroad 
is crude petroleum, refined by AQUILA, and in part by SIAP. Marshall Aid 
supplied $3,518,700 (22,023,525,000 lire) worth of this product. Coal amounted 
to $1,168,600 (672,175,000 lire). This coal, together with large imports from the 
Ruhr, was used for the ILVA gas works, and in part to stockpile metallurgical 
coke for the ILVA blast furnaces, rebuilt from the Marshall Plan lira counterpart 
fund. About 15 percent of the coal supply was used in local industries, hospitals 
and public institutions. Medical supplies, mostly penicillin and streptomycin, 
used in local hospitals, amounted to $171,400 (98,555,000 lire). Inedible fats, used 
aus raw materials for soapmaking, have been procured for $673,800 (lire 
387,550,000 ). 

Iron, copper, brass, bronze and minerals amounting to $681,500 (391,862,000 
lire) are used in the Trieste shipyards for the six ERP ships now under construc- 
tion. Special high quality lumber worth $128,000 (73,000,000 lire) was also 
imported for use in ship construction. 

During the period from July 1 until December 16, 1949, program allotments 
announced for Trieste amounted to $9.4 million. The final allotment for this 
second year of the Marshall Plan up to June 30, 1950, will be $13.4 million. Pro- 
curement so far authorized includes $2.5 million for crude petroleum, $1.2 million 
for ocean freight, $0.1 million for iron and steel products, and smaller amounts 
for soya oil, insecticides, wax and tallow. . 


ERP PROJECTS 


Allied Military Government with ECA’s approval has allocated 12,750 million 
lire in counterpart funds for shipbuilding, which is the zone’s principal industry. 
In addition, approximately 1,500 million lire in counterpart funds have been 
allocated for the reconstruction and modernization of shipyards, ship repair 
yards, marine engineering plants, iron and brass foundries, mineral and vege- 
table oil refineries and paint factories. 

The major Trieste shipyard, CRDA (Cantieri Riuniti dell’Adriatico or United 
Adriatic Shipyards), last year begun construction of six ships, the total cost 
of which amounts to over 30 billion lire. The cost is borne as follows: 40 percent 
by ECA, 3314 percent by Allied Military Government out of its budget, and 
2624 percent by the owners. These ships include a trans-Atlantic liner of 25,000 
tons for the Italia Company; three 13,000-ton mixed passenger and cargo liners 
for the Trieste shipping company Lloyd Triestino; and two 1,500-ton trawlers 
for the Genepesca Company of Leghorn, which have been completed and delivered. 

During the second year of the Marshall Plan, 1949/1950, it is planned to lay the 
keels of two additional 13,000-ton liners for the Lloyd Triestino, bringing up to 
five the number of new ships built for this Trieste shipping company. 

Smaller shipyards were given a number of orders financed from the ERP 
counterpart fund for fishing craft, which included the building or refitting of 
12 new vessels of 60 to 70 tons each for the Trieste fishing fleet. 

A dollar loan of 4.5 million dollars to the AQUILA oil refinery will enable this 
factory to rebuild its lubricating oil section, destroyed during the war, build a 
reforming plant to improve the quality of its gasoline, and secure such modern 
American equipment as to become one of the most up-to-date refineries in Europe. 

One of the local steelworks’ (ILVA) blast furnaces has been put into operation 
for the first time since before the war, and the war-damaged vegetable oil 
refinery (GASLINI) has been rebuilt with the help of a counterpart fund loan. 
Assistance was also given to a number of small and medium industries. 

Although agriculture is of only relative importance in this restricted area, 
counterpart funds have been used to restore and rebuild farms in the outlying 
villages and to fight farm pests. 
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SECOND YEAR COUNTERPART PROGRAM 


A program involving 7.7 billion lire to be invested during the second year of 
the Marshall Plan, 1949/1950, has been approved in principle. This program 
will include, in addition to the building of two additional ships for the Lloyd 
Triestino, the modernization of the important St. Andrea Machine shop, which 
forms a part of the CRDA shipyards, and the further modernization of the ILVA 
steel works, as well as further aid to small and medium industries such as the 
building of a milk pasteurization plant, a cement plant, and possibly thermal 
and hydroelectric projects to improve the power supply in the area. 


COMMERCE AND INDUSTRY 


The foundations of the economy of Trieste lie in its modern deep-water port 
adjacent to the markets and raw materials of Central Europe and its equally 
modern shipyards. Around these two basic elements there developed most of 
the associated industries and commercial enterprises that flourished first under 
the Austro-Hungarian and later under the Italian administrations. 


POR' 


As important as shipbuilding for the zone’s economy is its deep-Water pert, a 
natural outlet for Central Europe and the Danube River Basin. In point of 
tonnage passing through the port, Trieste is one of the busiest on the Mediter- 
ranean. 

With the assistance given by the routing of Austrian ERP cargoes through 
Trieste, the port in 1949 handled 3,482,490 metric tons of cargo, the greatest 
volume of traffic in its history, surpassing that of 1913, the previous record year, 
when 3,440,729 metric tons were moved. 

The port contains three distinct basins: The old port or Porto Franco Veechio 
in the north, th new port or Porto Franco Nuovo in the south, and the oldest 
of them all, the customs port in the center. Modern port facilities permit the 
para-statal Magazzini Generali to load and unload 10,000 tons of cargo and to 
handle the same quantity by rail daily. 


General: 
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AUSTRIAN ERP TRAFFIC 


The most important immediate aid by the Marshall Plan to local econom) 
was the reuting of all ERP cargoes for Austria through Trieste. The port traffic 
has today reached figures approaching those of the peak period of 1913, when 
Trieste was the principal sea outlet of the Austro-Hungarian Empire. ERP 
traffic has provided employment for some 2,000 dock workers. 


ZAULE INDUSTRIAL PORT 


A plan almost half a century old to create a new industrial area and port at 
Zaule between ‘Trieste and Muggia is being brought to fruition through the 
initiative of Allied Military Government and public-spirited and progressive 
industrial and commercial leaders in Trieste. In an area of 144 quare miles 
500 workmen under the supervision of Allied Military Government’s Department 
of Public Services are completing the reclamation of marshland and filling in a 
part of the Bay of Zaule to open a large industrial port area adjacent to deep 
water and ample railway facilities. The markets and raw materials of Central 
Europe and the Mediterranean area contributed to the economic prosperity of 
Trieste in the past and may do so again in the future. 

This new area will include a navigable canal about 39 feet deep and 3,800 feet 
long, which will permit seagoing ships to enter the heart of the industrial port 
to load and unload their cargoes. 


MERCHANT MARINE 


From industry and commerce Trieste developed a merchant marine which has 
become traditional for the port. Before World War II Trieste’s merchant 
marine boasted a tonnage of 700,000. The largest company, Lloyd Triestino, 
formerly the Austrian Lloyd, was established in 1836. At one time this com- 
pany gave employment either directly or indirectly to about 40 percent of the 
city’s working population. Before World War II the company operated 19 
lines mainly to the Middle and Far East with a fleet of 75 modern ships totaling 
621,533 tons. By 1945 war losses had cut this figure to 4 ships totaling 34,900 
tons. With ERP aid under the long-term program, the fleet will be built to over 
403,000 gross tons. The other registered shipping companies operating from 
Trieste are Italia Navigation, Adriatic Navigation, Tripcovich, Istria-Trieste, 
Armamento Pugliese, Gerolomich General Navigation, G. L. Premuda Shipping, 
and the Trieste Free Navigation Company. 


SHIPBUILDING 


The largest individual concern in the Free Territory of Trieste is the Cantieri 
Riuniti dell’Adriatico (CRDA), founded in 1930 by the amalgamation of three 
Trieste shipbuilding companies. In the period between the two World Wars 
these shipyards built 52 percent of Italian shipping, including 45 percent of the 
vessels for the Italian merchant fleet and 95 percent of all Italian-built foreign 
merchant vessels. There are now 6,255 persons employed by CRDA. 

Shipyards in Trieste are closely allied with the yards at Monfalcone, Italy, 
15 miles to the north. Production of electrical equipment in the Monfalcone 
yards and motors at the Sant’Andrea Machine Shop in Trieste illustrates this 
fact. 

An indication of the quality and technical excellence of CRDA is seen in the 
construction of the 48,000-ton luxury liner, Conte di Savoia, at the San Marco 
yard. 

The shipyards are a key industry not only because of the large number of 
workers they employ but also because a great number of artisans and small 
industrial firms largely depend upon CRDA for their work. Paint factories, 
woodworking plants, and many other smaller firms work on subcontracts for the 
shipyards. 

Other shipyards in the zone in order of their size include Giuliano, Felszegy, 
Martinuzzi, Blessi, and Matassi. Another shipyard, Arsenale Triestino, special- 
izes in ship repairs. 

ILVA STEEL MILL 


In addition to producing pig iron and steel, the ILVA steel mill also produces 
3,600,000 cubie meters of gas a month, with a calorific value of 3,000. 
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The first blast furnace rebuilt in the ILVA plant with ERP funds was re- 
kindled in June 1949. The 1949-1950 Marshall Plan program provides for con- 
siderable investment to renew the plant’s antiquated installations and make 
ILVA’s production competitive on the European market. 


OIL REFINERIES 


There are two petroleum refineries in the zone, AQUILA and SIAP, both 
located south of Trieste along the shores of the Bay of Zaule. 

AQUILA, the larger of the two, commenced operations in 1937 and was origi- 
nally equipped to process 350,000 tons of crude oil a year and produce a full 
range of petroleum products. The refinery suffered serious damage during the 
war by bombing and by the Germans’ removal of some equipment, which has 
since been returned. By 1947 the refinery was reconstructed with the excep- 
tion of its lubricating-oil plants. Production in 1949 reached 475,000 tons. 

The lack of a lubricating oils plant, destroyed during the war, has had an ad- 
verse effect not only upon the productive capacity of AQUILA, but also upon the 
entire Italian economy, since Italy has been consequently forced to import lubri- 
cating oils from abroad. 

For these reasons ECA granted AQUILA a loan of $4.5 million for the purchase 
of the most up-to-date American equipment to be used in the construction of a 
reforming plant, which will improve the quality of the AQUILA-produced gaso- 
line, and in the rebuilding of the lubricating oil plant when completed. 

SIAP, an Italian-American company for petroleum refining, was incorporated 
into AGIP, a state-owned company during the Fascist regime. It was returned 
to its original management in October 1947. 


OTHER INDUSTRIES 


Besides the major plants already mentioned and forming the backbone of local 
industrial production, there are others whose contribution to local economy is 
considerable and whose reputation in some cases is known all over Europe. 

The largest of these units is the Gaslini Vegetable Oil Refinery, one of 36 
plants forming the Italian organization of that name and perhaps the largest 
olive oil producer in Europe. The Trieste plant is the only one in the chain 
devoted exclusively to seed processing. It was once the largest plant of its type 
in Italy. : 

Considerable assistance has been given to this refinery by the Marshall Plan, 
both in lire counterpart loans and by procurement of American raw materials. 
The destroyed parts of the refinery have been reconstructed and the vegetable 
oil now obtained is distributed locally and in Austria. 

Other industries which bear mentioning are: Jutificio Triestino manufacturing 
jute cloth and sacks; Beltrame, garments; Pastificio Triestino, pasta; stock and 
baker, liquors, particularly cognac; Dreher, beer; Modiano and Salto, printers 
and paper products; and Zonca and Veneziani, paint and varnish. In addition 
there exist a considerable number of small artisan industries. 

Valuable quantities of marble are exported from the Roman quarries at Aurisina 
as they have been since classical times. 


FISHING 


Fish is a staple diet of the Trieste population, and the markets of Switzer- 
land, Austria, and Northern Italy offer lucrative export outlets. 

An estimated 3,000 persons depend for their livelihood on fishing and its allied 
operations. The Trieste fishing industry has an annual gross income of ap- 
proximately 600,000,000 lire. 

Special aid has been given to its growth, with a particular emphasis placed 
on the development of a deep-sea fishing fleet. 

A training school for fishermen has been set up to teach navigation and the 
modern methods of fishing and fish processing. 

With the assistance of the Marshall Plan a fishing village and fishermen’s center 
is being built at the mouth of the Timavo River north of Duino. The village 
will have modern two-apartment houses for the fishermen’s families, a repair shop 
for their gear, and a large refrigeration plant. 
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AGRICULTURE 


Trieste’s agriculture has never been adequate to meet the needs of the popula- 
tion. The vinyards on the rocky slopes of the Carso around Trieste have in the 
past been renowned for their quality. Approximately $520,000 have been set 
aside from Marshall Plan funds for the planting of new vineyards and for gen- 
eral farm repairs and improvements in order to increase the production of wine. 

Another $600,000 from the lire counterpart fund will be used for the expansion 
of herds of cattle and cultivation of reclaimed lands. 

An estimated 17,000 persons are engaged in agriculture and its associated 
trades with 6,500 of-this number living exclusively by farming. In 1949 the) 
produced a gross annual income of about 2,000,000,000 lire. 


INSURANCE 


Trieste is the seat of two of Europe's largest insurance companies, one of them 
Italy's largest. They are Assicurazioni Generali and Riunione Adriatica di 
Sicurta. 

BANKING AND CURRENCY 


There are three Trieste banks and several branches of Italian banks doing 
business in the zone. The three local banks are Banca Triestina, Banca Popo- 
lare Giuliana, and Cassa di Risparmio. 

Under the terms of the Italian Peace Treaty, the Italian lira is legal tender 
within the British/United States Zone. 

The financial agreement of 9 March 1948 between the zone and the Italian 
Government provide that the Italian Government should supply adequate financ- 
ing for the needs of the local administration such as meeting the budgetary 
deficit and satisfying the foreign exchange needs of the zone under conditions 
not less favorable than those applying in Italy. 

By these agreements the foreign exchange earnings of the zone are transferred 
to Italy. 


RAILWAYS 


Trieste is the focal point of three main railway systems: one linking the city 
with Italy and via Tarvisio with Western Austria, Czechoslovakia, and Southern 
Germany; another via Piedicolle with Central Austria and Czechoslovakia ; 
and the third via Ljubljana with Yugoslavia, Eastern Austria, Czechoslovakia, 
Hungary, and the remainder of the Balkan and Eastern European countries. 
There is also a line to Pola in Southern Istria. 

Total length of track including sidings and marshalling areas in the zone 
amounts to 152 miles, including 58 miles of open track. About half of this is 
double track. There are 24 electric and 44 steam locomotives in the zone suffi- 
cient to deal with any foreseeable traffic. All requirements of freight cars are 
met by the Italian State Railways. 

As a result of conferences, tariff agreements are in operation for overseas and 
local products to and from Austria, Czechoslovakia, and Hungary. Arrange- 
ments made include conditions of carriage and division of receipts. 

Through passenger services run from Trieste to the principal cities of Italy 
and to Vienna, Munich, Gdynia, Paris, and Calais, as well as to Belgrade. 
Budapest, and Istanbul on the Simplon-Orient Service. The average number 
of passenger trains arriving and departing from Trieste is 63 daily. 


listance by rail from Trieste in miles: 
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HIGHWAYS AND ROAD TRANSPORT 


There are 338 registered local and long distance trucking companies in the 
zone supplementing the railway freight service. These firms operate a total of 
435 vehicles weighing three tons or more and carrying freight between Trieste 
and Central Europe. In addition, there are 27 local and long distance bus com- 
panies linking the zone with the principal cities of Northern Italy, Austria and 
Yugoslavia. 

The zone has 561 miles of roads divided as follows: 54 miles of statal roads 
including superhighways, 27 miles of second-class provincial roads and 480 miles 
of unclassified communal roads. The two main highways in the zone are the San 
Sabba-Opicina-Sistiana Superhighway built since the end of World War II, and 
the scenic coast road or Highway 14 from Trieste to Sistiana, Duino and the 
Italian frontier via Barcola, Miramare and Grignano. 


POST 


Postal service is identical with the Italian system as regards tariff and serv- 
ice charges. In addition to the normal letter, postal card and parcel services, 
there are also financial services including current accounts, money-orders, postal 
orders and savings bank facilities available. Italian stamps overprinted “A.M.G.- 
.T.T.” are in use. 

TELEPHONE 


The telephone system consists of two parts, the local automatic or dial service 
linking all the communes with the main automatic telephone exchange, and the 
long distance service connecting the zone with the principal cities of Western 
Ihurope through Italian circuits, as well as by direct circuits with Prague, 
Vienna, Belgrade and Fiume. 


























FEDERAL SUPPLY MANAGEMENT 
(Overseas Survey) 


SATURDAY, NOVEMBER 17, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS, 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Rome, Italy. 

The subcommittee met Saturday, November 17, 1951, at Margherita 
Palace, Rome, Italy, Hon. Herbert C. Bonner, chairman of the sub- 
committee, presiding. 

Members of the Congress present: Herbert C. Bonner, chairman, 
Harold D. Donohue, W. J. Bryan Dorn, William C. Lantaff, Cecil M. 
Harden, Charles B. Brownson, and Thomas B. Curtis. 

Staff members present: Christine Ray Davis, chief clerk; Thomas 
A. Kennedy, general counsel; Herbert Roback, staff member; Anna- 
bell Zue, minority clerk; Ray Ward, Bureau of the Budget; Nathan 
Brodsky, consultant, Munitions Board; John Elliott, State Depart- 
ment escort officer; and Brig. Gen. Clarence C. Fenn, Department of 
the Army escort. 

Members of the embassy staff present: Hon. James C. Dunn, United 
States Ambassador to Italy; M. Leon Dayton, Chief, ECA Mission to 
Italy (MSA); Philip P. Schaffner, United States Treasury Repre- 
sentative ; Joseph E. Jacobs, MDAP minister to Rome; Col. C. Elford 
Smith, United States Army; Col. W. A. R. Robertson, chief, Air 
Force Section, MAAG; Col. Harold F. Handy, chief, Army Section, 
MAAG; and Vincent M. Barnett, Jr., Mutual Security Agency. 

Mr. Bonner. The meeting will come to order. Mr. Ambassador, we 
are interested in the problem of supply management and economy in 
expenditures in the Federal Government. The subcommittee does not 
wish to impair the efficiency of any missions of the United States 
Government in Europe, or impair the efficiency or striking force of 
the national defense but our countrymen are sorely pressed with 
taxes. There is much waste in Government agencies, including the 
national defense. The subcommittee and the people of America want 
to make every necessary sacrifice to maintain peace but they insist on 
economical and efficient government. 

We are interested in hearing briefly what your mission is here, and 
the relationship between the Embassy and the various missions repre- 
sented here. 


Note.—<Asterisks denote classified material deleted for security reasons. 
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STATEMENT OF HON. JAMES C. DUNN, UNITED STATES AMBASSADOR 
TO ITALY 


Ambassador Dunn. We have here the Embassy itself and the ECA 
Mission and MDAP and MAAG, the last of which is here particularly 
to assist in the preparation of the Italian defensive forces in joining 
the Western European group in common defense. 

As far as the Embassy and the ECA are concerned, we have a com- 
pletely integrated organization. Mr. Schaffner, the Treasury attaché, 
is adviser to both. Mr. Barnett heads the economic organization of the 
Embassy and is also assistant to Mr. Dayton, Chief of the ECA Mis- 
sion. For ECA and Embassy, we have the same person heading agri- 
cultural work, the labor attaché is the same for both, and we have 
heads of many of the sections in ECA as heads of corresponding sec- 
tions in the Embassy. The Economic Section of the Embassy has 
moved to the ECA office building. ECA officers are working with our 
officers without duplicating the same functions in the Embassy. We 
have made a particular point of doing that here and it also removes 
the possibility of friction. Mr. Dayton and myself are heads of the 
respective ECA and Embassy work. 

With respect to MAAG, we have complete integration also in work 
for building up the defense of Italy. In that regard, ECA does the 
economic work for the services and every approach we make to the 
Italians, everything in forwarding and drawing up original programs 
and identifying military production, is done with complete approval, 
and actually the working out of the programs, by representatives of 
ECA and MDAP. I think you will find that we have no—absolutely 
no—difficulty. We get along completely. We call ourselves a country 
team. 

Mr. Bonner. How many Americans are employed here? 

Ambassador Dunn. I would say about 400. 

Mr. Bonner. We will now hear from General Rice. 


STATEMENT OF MAJ. GEN. JOHN K. RICE, UNITED STATES ARMY. 
CHIEF, MILITARY ASSISTANCE ADVISORY GROUP 


Major General Rice. Iam the military representative on the country 
team of which the Ambassador spoke. My organization has the fol- 
lowing groups: Army Section, Air Force Section, Navy Section, Mil- 
itary Procurement and Production Section (the chief of the Military 
Procurement and Production Section coordinates with ECA and 
Italian industries on all production matters), and a Receipt and 
Turn-Over Section. 

My Army, Navy, and Air Force Sections are further broken down in 
a functional organization based on the mission, which includes pro- 
graming, requisitioning, receipt and turn-over of end items as they are 
delivered to the Italians, and supervision of the end-item use. 

To insure that proper use is made of the military hardware which 
we provide to the Italian Army, it is our business to obtain the expres- 
sion of deficiency in the Italian Army, insofar as their requirements 
are concerned, to meet NATO requirements. It is our business to 
screen deficiencies as they are expressed to us, and by this I mean, see 
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that any matériel requested is appropriate and well-rounded militarily 
to suit the organizations which the Italians are required to furnish 
under NATO commitments. 


MAAG FUNCTIONS IN ITALY 


We submit an annual program based upon the expression of defi- 
ciencies on our screening. We submit that program to the Joint United 
States Military Assistance Group in London for screening on a re- 
gional level, and then the requirements go to Washington for approval 
and are finally presented to Congress. When we receive approval of 
our project, then we make requisition to provide material to the Army, 
Navy, and Air Force. It is a requirement of ours to see to it that the 
country is prepared and that the Armed Forces of the country are pre- 
pared to receive equipment as it is provided and make maximum use 
of it. Consequently as equipment is delivered, our people meet each 
ship and note the condition of the equipment, observe the turn-over to 
the Italians and note what they do with the equipment after it is turned 
over, if properly stored, or if issued to troops, etc. In that connection, 
we provide specialist training for the Italian armed forces. We do 
that by sending individuals to the United States to our Armed Forces 
schools, such as tank training, maintenance training, and so forth, and 
we watch what the Italians do with those people who have been to the 
United States as they return to Italy, and we are continuously using 
our influence to insure that as they come back here they are assigned 
to appropriate key positions in schools or among their troops so that 
they are establishing a nucleus of instruction which is going to be 
effective in the rapid modernization of their armed forces. We also 
send Italian military students to EUCOM in Germany to attend spe- 
cial schools. 1 believe that covers my responsibility and organization. 
I have my Army, Navy, and Air Force representatives here. 


STATEMENT OF M. LEON DAYTON, CHIEF OF THE ECA MISSION 
TO ITALY (MUTUAL SECURITY AGENCY) 


Mr. Dayton. Our job is to assist the Italian Government in every 
way possible to develop and achieve maximum programs for their own 
defense and in their contribution to NATO. Second, our job is to 
assist them in developing production capacity and in fully utilizing it; 
also providing technical assistance, American industrial technicians, 
determining raw material requirements, claimant agency work, et 
cetera. To do that, our mission is organized to work toward three 
main objectives: ) sound programing to determine without de- 
pa on the Italian Government just what their resources are and 
10w they can be best used in achieving program goals; (2) a strong, 
capable production engineering staff to spend a good share of their 
time working with the military people and in industrial plants, 
cataloging capacities, cause of bottlenecks, etc.; (3) finally, a 
staff devoted exclusively to raising productivity, strengthening free 
labor, and free enterprise—in a sentence, to build real mutual security, 
internal and external. 

Mr. Bonner. How many people were employed by ECA in Rome? 

Mr. Dayton. There were 75 Americans and 175 Italians. 
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Mr. Bonner. How long have you been with ECA ? 
Mr. Darron. Since 1948, when it started. 
Mr. Bonner. What did you spend in Italy in 1948? 
Mr. Dayton. Wespent * * * the first 18 months to July 1949, 
Mr. Bonner. How much in 1949-50? 
Mr. Dayron. * * * We have spent fis 2 ee 
Mr. Bonner. How much in 1950-51? 
mr. Darton. ° ° °, 
_ Mr. Bonner. What has been the increase in agricultural production 
since you came over here? 


AGRICULTURAL SITUATION IN ITALY 


Mr. Dayton. Agricultural production stood at 85 percent of pre- 
war when we came and is now exceeding prewar. Some crops exceed 
prewar. Wheat never quite reached the prewar figure. The average 
from 1948 through now is close to the 1935-39 average under the self- 
sufficiency program of that period. 

Industrial production stands at 140 percent of 1938. That is heavily 
weighted and is a Central Institute figure. It is heavily weighted be- 
cause of the tremendous increase in electric power. * * * Power 
is 200 percent of 1938. 

Mr. Donouve. Would industrial production be higher if it were 
not for the fuel situation here in Italy? 

Mr. Dayton. It might be if you think in terms of fuel cost. Until 
recently, Italian fuel came from Europe. We now get less from Ger- 
many, and England, and Poland may shut off any time though Poland 
is still living up to shipping schedules. 

Mr. Bonner. What are Italy’s coal imports in comparison to 1948? 

Mr. Dayton. Total imports are only a little higher. Beginning in 
the fall of 1948, European sources supplied Italy, but in the last 6 
months we have had to import some from the United States. Italy 
will take about * * * tons from the United States this year. 


ITALIAN COAL REQUIREMENTS 


Mr. Bonner. What is the coal requirement for Italy ? 

Mr. Dayton. Twelve million tons. 

Mr. Bonner. Where is it coming from? 

Mr. Darron. This year, * * * from the United States, 2 mil- 
lion indigenous production, and the balance from Germany, England, 
and Poland, with small amounts from Yugoslavia and Czechoslovakia. 
We were not getting any from the United States until 6 months ago. 
Not since 1948. 

Mr. Bonner. What are you paying for coal delivered here from the 
United States? 

Mr. Dayton. About $24 to $26 per ton. 

Mr. Bonner. What are you paying from Poland ? 

Mr. Dayton. Around $18. 

Mr. Bonner. How much do you pay for that from Germany ? 

Mr. Dayton. About the same—around $18. 

Mr. Bonner. In your opinion, does it appear that according to 
requirements coal shipped in in the future will have to come from the 
United States? 
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Mr. Darron. I don’t believe we can predict that. We have been 
working to prevent this happening by developing their power and 
indigenous fuel productions. We have spent about $65,000,000 for 
steam power. We have also helped finance coal mine improvement— 
though it’s a low grade of coal, it can be used in sugar refineries, etc. 
We have also assisted in developing underground steam jet power, 
and also their natural gas. The only real likelihood of solving the 
power and fuel situation will be a tremendous investment in natural 
gas pipelines, which brings the availability of steel pipe into the 
picture. 

Mr. Bonner. Where does your petroleum come from ? 

Mr. Darron. About half from the dollar area and half from the 
sterling area. The bulk of it comes from the Middle East. 

Mr. Bonner. What do you pay for petroleum from the Near East ? 

Mr. Darron. About $10 per ton. 

Mr. Bonner. How much from the dollar area? 

Mr. Dayton. It isn’t much higher. There is a differential in 
freight. 

Mr. Bonner. What is the unemployment in Italy? 

Mr. Dayton. The latest figure is 1,900,000. That is propably not 
accurate; a census is being started now. 

Mr. Bonner. What was it last year? 

Mr. Dayton. Practically the same. There is no appreciable change. 

Mr. Donouve. What business failures were there as of last year in 
Italy ? 

Mr. Dayton. I don’t know that figure. Ican get it. I would say the 
number was very small—10 or 12 per month for the whole country. 

Mr. Dononve. Have you cartels and monopolies in Italy? 

Mr. Dayton. Certainly. 

Mr. Dononvr. How many small-business men have been pressed out 
of business by them ? 

Mr. Darron. It isn’t that kind of cartel, though it’s just as danger- 
ous and undesirable. There are very few big businesses. The rest are 
small businesses and are fairly independent except for raw materials. 
There are perhaps 125,000 who employ less than 20 people. * * * 

Mr. Donouve. Has foreign capital been discouraged from coming 
into Italy? 


ATTITUDE TOWARD FOREIGN CAPITAL 


Mr. Dayron. No. The Italians probably have the most liberal atti- 
tude of any country on this subject. The one exception is the freedom 
to explore for petroleum products. The main reason there is no 
opportunity for outside capital here is that they have not completed 
the revision of their mining laws, under which everything a certain 
depth underground belongs to the Government. It is going to be 
necessary to revise all mining legislation. They have not prohibited 
foreign capital from the area but in the absence of clear law, outside 
capital has been uninterested. There are two or three outside opera- 
tors in Sicily. 

Mr. Dononvr. Are outside companies permitted to sell their prod- 
ucts on the Italian market ? 

Mr. Dayton. They are not prohibited. 
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Mr. Donouvr. Have any industries been restricted in concessions 
for sales? 

Mr. Dayton. Only one—Socony-Vacuum. It had a refinery here 
before the war. Under an agreement with the Italians they refine 
1,600,000 tons a year principally for export. 


NATIONAL INCOME IN ITALY 


Mr. Bonner. What was the national income for 1948 ? 

Mr. Dayton. About 780 billion lire. In dollars, 12 billion for 1948; 
1949 was 5 or 6 percent above that; and 15.2 billion for 1950. 

Mr. Bonner. What was the return in the way of taxes in 1948? 


STATEMENT OF PHILIP P. SCHAFFNER, UNITED STATES 
TREASURY REPRESENTATIVE 


Mr. ScuaFFner. It was about $1.6 billion in fiscal year 1948-49. 
In 1949-50 it went up to approximately $1.7 billion and in 1950-51 
to $2.0 billion. 

Mr. Bonner. What is their main source of taxation ? 

Mr. ScuaFrner. The main source is indirect taxation. There is a 
3-percent tax on turn-over goods, including almost every type of 
goods except bread, and so forth. It is more than a sales tax because 
it includes each turn-over including the final sale. There are certain 
exceptions where a 2-percent rate is applied. 

Mr. Bonner. Was that particular type existing before ECA? 

Mr. ScHaFFner. Yes, sir. 

Mr. Bonner. What other sources are there? 

Mr. Scuarrner. They have taxes in much the same form as we 
have: income taxes, inheritance tax, estate tax, tax on corporations, 
‘customs duties, and certain excise taxes. 

Mr. Bonner. Is their budget balanced ? 

Mr. Scuarrner. No. Last year, fiscal 1950-51, there was a 27 per- 
cent deficit. 

Mr. Bonner. What was it in 1949? 

Mr. Scuarrner. The same—27 percent. 

Mr. Bonner. Has ECA made any effort to rearrange the tax set-up 
for the purpose of reducing this deficit ? 





ATTEMPTS TO COLLECT INCOME TAXES 


Mr. Scuarrner. Yes. The problem is a complicated one. * * * 
The Government has found it difficult to collect direct taxes—the 
income tax, in particular. Last January, the Government passed a ‘ 
bill designed to enlist the support of the people in paying their income : 
taxes. The bill had several major features, one of which was the re- 
duction in the progressive surtax rates. The previous rates were so 
high that even the courts were reportedly unwilling to prosecute or 
take action on tax-evasion cases. * * * 

Mr. Bonner. How high was it? 

Mr. ScHarFner. Seventy-five percent on incomes of $96,000 and 
up. Under the new set-up a person in business for himself with two 
dependents and an assessed income of $8,000 a year, would pay an in- 
come tax of 31 percent. 
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Mr. Bonner. What would an individual making $50,000 have to 
ay ? 
m Mr. Scuarrner. About 40 percent. They have a surtax which has 
a progressive rate and another income tax which is a flat rate, regard- 
less of the amount you make. * * * 

(Mr. Bonner asked for the schedule of tax rates. This was provided 
in a letter dated November 23, 1951, from the United States Treasury 
representative to Mr. Bonner.) 

Ambassador Dunn. You might explain which parts of the tax law 
and the methods of collection being applied are direct results of ECA 
persuasion and insistence. 


ECA INFLUENCE ON ITALIAN TAX SYSTEM 


Mr. Darton. The tax law, in fact, was designed after a technical 
assistance team here went to the United States to study our system. 
The law is just 1 year old, and the problem is enforcement. The tax 
law is good. It took 21% years to get it. The enforcement procedure 
will have to be set up based on the experience gained from 3 million- 
plus tax returns just received. 

Mr. Dononves. We have been operating here since 1946. With the 
ECA spending * * * and with other United States relief, 
UNRRA, and so forth, * * * dollars have been spent here in the 
course of 5 years. Also the Army contribution. Are the Italian peo- 
ple conscious of the aid and assistance that we are giving them to help 
them politically and economically ? 

Mr. Darron. I believe they are. 

Mr. Dononve. Are they conscious to a serious extent ? 

Mr. Darton. I believe they are. But I would like the Ambassador 
to add to this. We have an effective information program and have 
used every conceivable device to get to the average person. 

Mr. Dononve. Why in the course of 5 years hasn’t something been 
to revise the tax structure of this country? Why hasn’t something 
been done to revise the laws of the country to enable them to remove 
many of the restrictions existing where the rich get richer and the 
poor get poorer? 

Ambassador Dunn. There has been a lot done. The change in the 
tax structure has been the result of that very insistence. * * * It 
was up to the Government to find the money and then present the bill 
to the individual or company, and then talk it over and arrive at some 
arrangement by which they could make a settlement. But under the 
new law, their system corresponds to our own. It is up to everyone 
to make a return. 

Mr. DononveE. Is it not so that you are still operating at a 27 per- 
cent deficit ? 

Mr. Dayton. There is something more involved there than a re- 
vision of tax laws and tax collections, which was one of the first 
things on our agenda. During this period, the whole purpose of our 
operation has been to assist them to assist themselves. We could not 
bring up the gross national product only by what we putin. They had 
a 700 billion a year budget deficit, but this year it was half of that, 
despite the military and other programs. 

Mr. Dononve. How far have you gone in land reform? 
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LAND REFORM IN ITALY 





Mr. Dayton. A long ways. They have an organization set up for 
distributing land and are doing it in an orderly fashion, and are pre- 
paring for the people to live on the land. It is the program which you 
have approved for ECA in the past. It has used a big share of 
counterpart to pay for the basic public works of these programs to 
make it possible for land reform to be successful. 


* * * * * * * 


Mr. Dononvr. If that is so, do you think the taxpayers in the 
— States should be further burdened with economic aid to 
taly ¢ 
_ Mr. Dayton. No more than they are with the problem of the 
Soviets. I don’t think it’s a question of economic aid. It’s more a 
matter of holding our gains in the cold war. 
Mr. Donouvsr. Was it not the objective of the sponsors of the Mar- 
shall plan to more or less replace the economic status quo of 1938¢ 
Mr. Dayron. Yes, sir, and if it had not been for the international 
situation I think you could have sent us home on schedule. I agree 
that we can’t carry this on forever. They can’t help the situation 
which has developed, or that the Communists are pouring in millions 
of dollars in money for propaganda. In the south alone, they have 
spentasmuchas * * * dollarsa month. I think we are winning 
the fight this way and I think adopting their propaganda tactics 
would waste money. 
Mrs. Harpven. General Rice, you spoke of checking on the Italians 
you send to the States. How do you do that ? 
Major General Rice. We keep a record of their progress and it comes 
back here with them. 
Mrs. Harpen (to the Ambassador). How many properties does 
our Government own in Rome? 


UNITED STATES PROPERTY IN ROME 


Ambassador Dunn. We own the whole square here. In 1946, this 
building was bought with money from surplus property. The Em- 
bassy residence was bought 2 years ago out of the same lira fund 
from surplus property. We own an apartment house which was 
bought with surplus property funds. We have built two apart- 
ment houses for the staff. That is all. 

Mrs. Harpen. What was the cost of the new wing added recently ? 

Ambassador Dunn. I think about $250,000. Will check it. 

Mrs. Harpen. What are the rented properties ? 

Ambassador Dunn. The ECA has a building. They pay $30,000 a 
year. It has six floors and houses 100 Americans and 170 Italians. 
We tried to buy it, but the Government in Washington did not 
approve. 

Mrs. Harpen. Are there any women in the Parliament here? 

Ambassador Dunn. Yes, quite a number of them—50 women, I 
think. The biggest proportion of the women are in the Communist 
Party. The women here did not vote until after the war. 

Mrs. Harpen. When do you feel we can taper off on our spend- 
ing? 
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AID EMPHASIS ON DEFENSE 


Ambassador Dunn. As far as economic aid is concerned under 
ECA, as provided for originally, that has ceased. Everything now 
is with the exclusive aim of improving defense positions. Under 
the new law, there is no such thing as recovery. It has to be this 
way. We are limited by the law. We have no authority to question 
anything except in connection with the defense effort. 

Mr. Dononve. You are increasing industrial production for the 
purpose of aiding national defense ? 

r. Darron. Certainly. It is economic to the extent that it is 
dealing in economic things. For instance, we import copper for 
shells instead of ash trays, and so forth. The program was con- 
verted over last January, in fact, and funds have not been used for 
the old type programs since then. 

Ambassador Dunn. We want Italy to improve and the more it 
improves the more they can produce for themselves. As to when 
military aid might be taken off or cease, that is something for General 
Eisenhower to say. 

Major General Rice. Without being facetious, I think the only an- 
swer to that is from Mr. Stalin hrisnbell, 

Mr. Jaocoss. Our present program is contemplated through 1954. 
How much longer it will be necessary to carry on, I don’t think 
anyone can say. 

Ambassador Dunn. We have no appropriations for fiscal 1952. 

Mrs. Harpen. What percent of the Italian national income is for 
defense ? 

Mr. Souarrner. Somewhat over 5 percent of GNP in the current 
fiscal year. 

Mr. Lanrarr. General Rice, how many Army, Air Force, and 
Navy personnel have you here ? 

Major General Rice. We have an organization of 72. We have 68 
at present. That is all branches. 

Mr. Lantarr. How many of each? 


(Major General Rice furnished for insertion the following table :) 


MAAG authorization 
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All administration and combined services are furnished by Army 
(except two airmen in Message Center). 

Mr. Lanrtarr. How are you supplied ? 

Major General Rice. European Command, Germany, provides 
military personnel support. Request for personnel is made, with the 
Ambassador’s approval, through European Command, and then back 
to the Pentagon. 

Mr. Lantarr. Are your requisitions broken down for the services, 
or do you submit a consolidated requisition ? 

Major General Rice. By service. Our supplies, equipment, and so 
forth, are obtained from the State Department here. When I speak of 
European Command, I speak of personnel only. 

Mr. Lantarr. How do you obtain your supplies? 

Major General Rice. We have none, except a very small amount 
of miscellaneous supplies for our office use. ; 

Mr. Lanrarr. What about the logistical support of 68 military per- 
sonnel here ? 


STATEMENT OF JOSEPH E. JACOBS, MDAP MINISTER TO ROME 


Mr. Jacons. We are instructed from the State Department to pay 
allowances, official transportation, chauffeurs, administrative ex- 
penses, rent, heat, light, and so forth, as the MAAG is integrated into 
the Embassy and uses the services of the Embassy’s administrative 
section, and so forth. The MDAP motor cars are part and parcel of 
the Embassy pool. They were paid for out of lire supplied by the 
Italian Government under a bilateral agreement. 

Mr. Lanrarr. How much was that? 

Mr. Jacozs. The total runs around $400,000 a year. In fiscal year 
1950, the Italian Government gave us approximately that much money 
in lire. In 1951, again that much, but this year our lire are coming 
out of the 5-percent counterpart. In purchasing automobiles, we use 
the ratio of one for every 6 persons. , 

Mr. Lanrarr. Do the Army, Navy, and Air Force get common 
use items from the same source? 








ITALIAN CONTRIBUTION TO ADMINISTRATIVE EXPENSES 





Mr. Jacoss. Yes. We now use 5-percent counterpart. The first 2 
years, the Italian Government paid all the expenses of MAAG. This 
was on the theory that the United States supplies end items gratis 
and the MAAG is here to help the Italian Government; hence, the 
Italian Government furnishes lire for its expenses. 

Mr. Lantarr. How do you get items of military equipment, such 
as clothing for enlisted personnel ? 

Mr. Jacons. As far as I know, the enlisted personnel do not get 
anything. These enlisted men are in civilian clothing. The Marine 
guards used in administrative support get some clothing allowance. 

Mr. Lantarr. How much military aid have we furnished through 
our mission to the Italian Government in terms of dollars? 














* * * * * * 
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Mr. LantarF. In 1950, about 75 percent of that appropriated was 
delivered ? 

Ambassador Dunn. The rest will eventually come. 

Major General Rice. The reason for the small amount in 1950 was 
that a great deal of surplus material was included. 


SURPLUS DISPOSALS TO ITALY 


Mr. Lantarr. We gave or sold to the Italian Government a con- 
siderable amount of surplus material ? 

Major General Rice. Yes; that is true. 

Mr. Lantarr. What was the value of it? 

Mr. Scuarrner. We have two contracts—one was $117,860,000 in 
round figures and the other was $18,000,000. 

Mr. Lanrarr. Was that sale price? 

Mr. ScHarrneRr. Yes. 

Mr. Lantarr. What was the acquisition price? 

Ambassador Dunn. That was about $562,510,000 approximately 
for the two transactions. 

Mr. Lantarr. Was it sold to the Italian Government on a paper 
transaction ? 

Ambassador Dunn. They made an agreement to pay that much 
money. They did not have to pay any interest for 2 years. It was 
stated that the percentage was to be made after 2 years. 

Mr. Lantarr. What are the dates of the two contracts ? 

Mr. ScHaFFNer. September 9, 1946, and July 21, 1947. 

Mr. Lantarr. Was it all utilized? 

Ambassador Dunn. The equipment was utilized in the Italian econ- 
omy. It was delivered in 1946 and 1947. 

Mr. Lantarr. How much was disposed of? 

Ambassador Dunn. We set up the company ARAR which proceeded 
to sell the material immediately to the Italians. There is no record 
of the sales. We had no control that I know of. It was property of 
the Italian Government. 

Mr. Lantarr. What percentage of this was reacquired by us in the 
MDAP program ? 

Ambasasdor Dunn. I know of none of it. 

Mr. Lanrarr. General Rice said there was a considerable amount of 
surplus property 

Ambassador Dunn. He meant surplus in the United States. 

Mr. Lantarr. None of this equipment was used by Italy in connec- 
tion with the rehabilitation of their Armed Forces? 

Ambassador Dunn. Yes; but not under MDAP. It was turned 
over to the Armed Forces such as they could use immediately, long 
before MDAP. 

Mr. Lanvrarr. What percentage was sold to private individuals and 
what percentage to the Rea g 

Ambassador Dunn. Idon’t know. I can get it. 

Mr. Lantarr. Are there no records indicating shipments to iron- 
curtain countries? 
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Mr. Dayton. I don’t believe we have any records. It was sold as 
scrap and they were limited in what they could do. Everything to be 
used for civilian use was long since gone before MDAP. 

Mr. Lantarr. How much is still left? 

Mr. Dayton. Probably 10 or 15 percent—mostly junk. I believe we 
can get an inventory of what there is available. The kind of thing 
that is left is of no great interest. General Motors and other repre- 
sentatives have been here looking it over to see if it can be used. 

Mr. Ronack. Have inventories been furnished Washington ? 

Mr. Dayton. Yes. 

Major General Rice. I believe that Colonel Smith, of my Army 
section, can elaborate on that. 


STATEMENT OF COL. C. ELFORD SMITH, UNITED STATES ARMY 


Colonel Smrru. We came in 1949 and found that the Italian Army 
was fairly well equipped with surplus equipment. It was worked 
through ARAR. The Army had first call on equipment they could 
use. They took from the ARAR stockpiles and began to rehabilitate. 
They have their maximum number of tanks allowed under the peace 
treaty. They have those medium tanks and have aircraft and some 
Navy equipment. 


CONTROL ON EXPORT OF SURPLUS PROPERTY 


Ambassador Dunn. You made a point of ARAR stocks being sold 
behind the iron curtain. When Congress made the appropriations for 
the Marshall plan, we had instructions from the Department and took 
up with the Italian Government the question of their disposal of any 
materials which might be useful in the recovery of Italy to any other 
country. We were driving at the eastern countries, but meant any 
countries without the consent of the United States Government. We 
have followed up that very carefully since. And I will say that the 
Italian Government, as a result of that warning, put in export controls 
to watch that very particular, and I think the Italian Government has 
been more careful in that respect than any European country. We are 
absolutely certain that none of ARAR stocks have been sold to eastern 
countries—certainly none that could be traced or discovered by the 
strict control put into effect. We have traced stories and in some cases 
noted possibilities of ARAR stocks going that way, but it has been 
stopped by the Italian Government when brought to its attention. 
They have cooperated fully. 

Mr. Lantarr. Information in Washington is that a considerable 
amount of Italian surplus was turned over to a private organiza- 
tion. 

Ambassador Dunn. The ammunition was turned over to them. 
Stocks turned over to them were under the condition that they would 
be demilitarized and used for fertilizer or whatever else possible, and 
shells would be used for scrap. They demilitarized it up until 2 years 
ago when our own Chiefs of Staff decided there might be some useful 
material in the ammunition, and asked if we could make surveys. Of- 
ficers came down from Germany. They permitted them to stop the 
demilitarization program. Some of the ammunition could have been 
useful. Some medium-sized air pumps were turned over to the Italian 
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military, which could not have been done before. The rest of it has 
been offered to NATO countries, any which need it, and one or two 
have sent officers to examine it but no one has bought it. 

Mr. Lantarr. General, what type of supply system have you recom- 
mended the Italians establish within their Armed Forces 4 


MAAG DOESN’ RECOMMEND MILITARY SUPPLY SYSTEM FOR ITALY 


Major General Rice. That does not come within my scope. We note 
their supply organization and observe and recommend as we may 
have the opportunity. ae 

Mr. Lanrarr. Have you made any recommendation to the Italian 
Chief of Staff with reference to supply ! 


STATEMENT OF COL. WILLIAM A. R. ROBERTSON, CHIEF, AIR 
FORCE SECTION, MAAG 


Colonel Rosertson. To get the proper background of the supply 
system of the Italian Air Force, you have to visualize two distinct 
organizations—operation and Supply» the two heads being directly 
responsible to the Minister of Defense. 

Mr. Lantarr. Three separate supply assistants ? 

Colonel Ropertson. Yes. 

Mr. Lantarr. Have you made recommendations to integrate that? 

Colonel Rosertson. No, sir. 

Major General Rice. If I may say so, that doesn’t come within my 
Military Advisory Group’s mission. 

Mr. Lantarr. What is the difference between this and the mission in 
Turkey and Greece? 

Major General Rice. They have a full training mission and ours is 
merely in regard to advice and assistance in respect to supplies and 
the training of specialists in meeting their requirements. 

Mr. Lanrarr. Shouldn’t we exercise control over the use of this 
equipment since we are giving them over * * *, 


MAAG REPORTS END ITEM USE 


Major General Rice. We do, but it doesn’t come under my function 
except to note the use that is made of end items and report that use. 
My responsibility is to see that the Italians are making maximum 
utilization of the equipment we provide. We do not deal with supply 
of vehicles, uniforms, food, etc. We do not furnish them such items. 
I am here to advise regarding the military hardware (guns, tanks, 
etc.) and to train specialists, and to get the Italians to continue to 
train specialists to be able to handle the equipment provided. 

Mr. Lanrarr. Am I correct that your mission is just a pipeline 
of supply and to teach them how to use and care for these supplies? 

Major General Rice. That is right and to inspire them into using, 
at all times, insofar as specialists are concerned, those supplies that 
are more modern. 

Mr. Lanrarr. How do you get spare parts for the equipment? 

Major General Rice. They are supplied with the initial delivery. 
One year’s supply of spare parts comes with the vehicle. 
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Mr. Lantarr. Does the Italian Air Force submit a requisition to 
you ¢ 

Colonel Rosertson. That is correct. The initial spare parts are 
Set up on a year’s basis, with the provision that the Italians will at- 
tempt to manufacture spare parts. 

Mr. Brownson. Italy is now limited to 350,000 soldiers. Is that 
going to be lifted ? 

Ambassador Dunn. All we know is that three governments have 
declared that the treaty should be revised in order to make the proper 
contribution to western defense. * * * 

Mr. Brownson. Could we have a brief picture of the steel industry ? 


ITALIAN STEEL INDUSTRY 


Mr. Dayton. The Italian steel industry was pretty much destroyed 
during the war. The first thing we did when we came here was to 
develop a steel industry program. We provided the engineers means 
to produce 214 to 3 million tons of steel each year to support their own 
industries. By the end of this coming year that steel industry pro- 
gram will be in operation, though figures of maximum production are 
slightly above 3 million tons. They got along rather well for scrap 
for 2 or 3 years, but that condition does not exist any longer. Every- 
one is touring the countryside to buy scrap. We have a report here 
on the steel industry—on consumption, scrap, and so forth. [Report 
given committee. | 

Mr. Brownson. You feel that there is no possibility of scrap being 
exported to the United States? 

Mr. Dayton. No, sir, and I think it would be a waste of shipping 
space anyway. 

Mr. Brownson. Inthe aid program—probably section 204—it makes 
certain provisions about the return of property which is in salvage 
condition. Have you received any implementation of that directive 
from Washington ? 

Ambassador Dunn. We received instructions to take it up with the 
Italian Government along the lines of that memorandum. We have 
just received it and it will be delivered to the Italian Government Mon- 
day or Tuesday. 

Mr. Brownson. Are there any changes, or amendments, or legisla- 
tive means by which we in Congress could help implement that? 

Ambassador Dunn. I don’t think we will have any difficulty. 

Mr. Brownson. The steel companies are very worried. The situa- 
tion is getting extremely critical—there are cut-backs in steel for 
commercial uses. Do you feel that this agreement is workable? 

Ambassador Dunn. Yes, I have no doubt about it. The note would 
have been presented before except that we wanted clarification on the 
last paragraph pertaining to any scrap, containing appreciable quan- 
tities of strategic material. We have asked the State Department for 
clarification of that. 

Mr. Dayton. They gave us a fixed list of critical materials. 

Mr. Jacozs. We only received it on the 13th. 

Ambassador Dunn. I anticipate no difficulty here. We have full 
cooperation with the Italian Government. 

Mr. Brownson. Do you have the list? 

(Mr. Dayton submitted the following information :) 
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List OF STRATEGIC AND CRITICAL ScRAP MATERIALS DESIRED FOR RETURN TO THE 
UNITED STATES, AS OF OCTOBER 31, 1951 


Metals: 
Aluminum 
Antimony 
Copper, brass, and bronze, such as wire, fired cartridge cases 
Lead, such as cable covering and storage batteries 
Magnesium 
Platinum crucibles and laboratory ware 
Tungsten dies and carbides, and tungsten carbide parts of HVAP projectiles 
Zinc 
Jet engine parts 
Abrasive materials: Abrasive wheels, aluminum oxide, corundum, diamond, and 
silicon carbide 
Textiles and fibers: 
Wool fabrics and waste 
Burlap and used burlap bags 
Rope, manila, sisal, and nylon 


NEWSPRINT SITUATION IN ITALY 


Mr. Brownson. How is the newsprint situation in Italy? 

Mr. Dayton. Very bad. Newsprint is rationed. Papers are very 
seldom more than four pages and lots are only two. We depend on 
getting pulp from Sweden, and it is handled through bids. 

Mr. Brownson. Are we exporting pulp into Italy? 

Mr. Dayron. Some special tenes, bat not for newsprint. 

Mr. Brownson. Do you say anything through ECA about the Ital- 
ian papers getting their ration ? 

Mr. Darron. No. They have a paper association which allocates 
paper on the basis of what they formerly used. The Communists have 
an advantage in that they are supplied paper directly from Poland and 
Czechoslovakia outside of any ration. 

Mr. Dorn. About the war question. The only reason we ask these 
questions is because the people back home are asking them. * * * 
1 am interested in Mr. Dayton’s statement to the effect that the Italian 
people are better fed than ever before and also that their industrial 
output equals that before the war. Before the war, Italy had the 
fourth largest air force, the fourth largest navy, and had one of the 
largest armies in the world. They were furnishing aid to other coun- 
tries. Why is it that if their production is that high now we have to 
support them? It seems that they could furnish a small fraction of the 
equipment they were able to furnish in such quantities before the war. 
Just why can’t they manufacture their own arms? They took the lead 
before in lots of fields of aviation. I remember they furnished aid to 
the Spaniards and others before. 


BACKGROUND OF AID PROGRAM TO ITALY 


Major General Rice. Let me give you a background of the type of 
material we are furnishing and why we are doing it. You realize that 
Italy at the end of the war was destitute. Many officers were prisoners 
fora long time. The equipment we are providing today is much more 
modern than what they had at that time. When we find that they have 
a weapon that may be modified, and can be done so feasibly, we foster 
the adoption of the weapon and the modification suited to our adap- 
tation. Weare continuously fostering the build-up of their industries 
for the purpose of manufacturing these weapons. 
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Mr. Dorn. That is being done at the present time? 
Major General Rice. Yes, wherever possible. 
Mr. Dorn. I think this is the first time in the history of the world 

where one country had to go all over the world to encourage people to 

defend themselves—to do what they ought to do themselves. * 


STATEMENT OF COL. HAROLD F. HANDY, CHIEF, ARMY SECTION, 
MAAG 











Colonel Hanpy. I will take the second question first. No man can 
say with certainty whether any army will — I hold the personal 
conviction that if the Italian Army is reasonably well-equipped, it will, 
like any other, fight and be effective. We are attempting to equip this 
army. * We can try persuasion but we cannot direct. The 
Italian Army some years ago under Mussolini listened to a dictator. 

He told them what they wanted to hear. That army was big in point 
of personality. But it was misapplied to the point that it was criminal. 
The Italian rifle is an 1891 model (6.5 millimeter) and does not come 
up to modern combat standards in any way. The second example is 
their artillery, whichis * * *. The Italian Or se in my personal 
opinion, even today, is where we were in * * It has come a 
long way since 1946, but has a long way to go. 


AVERAGE INCOMES IN ITALY STILL LOW 





Mr. Dayton. I said earlier and I don’t renege, that the Italians 
were better off than ever before, but their average income is still $250 
per annum. This means it was $180 or so when we started. It was 
not more than $200 before. But they are not well off yet. The things 
our people are interested in were destroyed inthe war. * * * 

Mr. Meaper. The important thing is whether or not the tax burden 
is being fairly borne by the wealthy people in Italy and if other mea- 
sures are being taken which would render Italy more nearly self- 
sustaining and lead to less tax burden on the American people. 

Mr. Dayton. The percentages of taxes which the Italian Govern- 
ment is taking out of the gross national product is just about as high 
as it can go aan you look at the average income. 

Mr. Meaper. Have you made reports, either the Embassy or the 
ECA, to Washington requesting that in their dealings with the Italians ~ 
for economic aid, certain reforms be made by the Italian Government 
itself, and if so, can the committee have copies of those reports and a 
statement as to whatever action has resulted from your recommenda- 
tions? 

Mr. Dayton. We have been charged with doing that in the country. 
In our first year, we made recommendations on tax reforms, land 
reform, and to build up certain industries. 

Mr. Meaper. Have you itemized what the Italian Government 
should do to render itself more self-sustaining ? 


ECA RECOMMENDS INTERNAL REFORMS 


Mr. Dayton. Each year. We recommend what steps should be 
taken each year on taxes, investments, and so forth. 
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Mr. Mraper. As a result of efforts in that line, when do you think 
there will be a point where American assistance will be no longer 
required ? 

Mr. Darron. I have no crystal ball. Given a certain set of circum- 
stances, we could arrive at a decision, but who could foresee Korea 
and other situations? How could we know in the beginning of 1948 
that coal from Poland would be like diamonds now, when at that time 
they were begging people to take it. We could not foresee any of this 
in connection with plans for any particular country. If the situation 
in 1949 had continued, we believed the country would be self-sufficient 
in June 1952. All this has changed and now we have new factors. 
Can they rearm? Can they stay solvent? And can they keep out the 
Communists, and stay independent? We are trying to help them with 
every resource at our command. 

Mr. Meaper. I feel there must be some way to get something more 
concrete in this record on what is being done to encourage these —_ 
to improve their own system in such a way to be more nearly self-sus- 
taining, and if you have documentary evidence, we would like to have 
it. 


STATEMENT OF VINCENT M. BARNETT, JR., MUTUAL SECURITY 
AGENCY 


Mr. Barnett. I think one of the things to keep in mind in this 
connection is that lots of the things we have been doing the past 3 
years to make the countries more self-sustaining were working, but 
now some of the things we are asking them to do are not aimed at 
making them self-sustaining and will actually worsen their own eco- 
nomic situation. How far can we ask them to become individually 
less sustaining in order to build up the western community as a whole? 
The things we are asking them to do are having the effect of increasing 
their budget deficit, worsening their balance of payments, increasing 
their dollar needs, and so forth, not because we want to do it that way, 
but because of the necessity of building the defensive strength of the 
west. Up until recently, we have been asking them to reduce their 
budget deficit, cut down balance of payments gap and dollar needs, 
but now we have to say, “Please forget lots of these things because we 
have a new overriding objective.” There will be a bigger budget 
deficit for next year, because Italy is contributing more to the defense 
effort. There will be a bigger trade gap. Many of these things we 
had hoped she could do, we are now asking her to lay aside. I think 
the answer to your question is this—if we are sure the forces which we 
can build up by * * * are sufficiently strong, we can get out by 
* * * but no one knows. 

Mr. Meaper. I understand that the Italian political, economic, and 
social structure is such that lots of funds are going into special in- 
terests and are not used for the benefit of the country as a whole. What 
progress is being made to insure the Italians contributing to their 
own program for their own benetit. The American people expect the 
Italians to do for themselves as much as possible. 

Mr. Barnett. I think it would be useful if we can do so, to release 
for the committee’s record the action program we worked out last 
spring. It provides a list of objectives such as the Congressman is 
talking about—better utilization of their own resources and at the 
94756—52——60 
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same time contributing more to the production and defense programs. 
If we may release that kind of report to indicate the direction in which 
we have been working with the Italians, it might be of some use to your 
record, 

Ambassador Dunn. They have been following a very strict system 
of stabilization of their wages in order to prevent inflation and have 
been certainly carrying forward a social program, including land and 
food programs, as well as many other things and on the other hand, 
they are fully committed to NATO and are making a contribution to 
the defense effort. 

(Mr. Bonner asked for a report to which Mr. Barnett referred.) 

Mr. Warp. Were the taxes collected in 1950-51 $2 billion, or was 
that the assessment ? 

Mr. Scuarrner. Assessment. The collections have run pretty close. 
There is some lag in the income tax, but the income tax will bring in 
only about 16 percent of total revenue. The other taxes are collected 
pretty much as they are assessed. 

Mr. Bonner. Do you have a breakdown of the assessment and col- 
lection of taxes ? 

Mr. Scuarrner. Yes, I can furnish that. (Furnished in letter of 
November 23, 1951, to Mr. Bonner.) 

Mr. Kennepy. Mr. Dayton enumerated various programs the ECA 
has in Italy. What do you contemplate in the way of new program- 
ing from now on? What are you initiating? 


SHIFT IN EMPHASIS OF ECA WORK 


Mr. Dayton. We have stopped giving emphasis in terms of staff 
time and money to encouraging exports, the small-business program, 
handicraft program, and so forth. We are turning those programs 
over to the Italian agencies. We are changing our agricultural pro- 
gram into agricultural productivity. We are changing our old indus- 
trial activity from one of survey and screening of industrial invest- 
ments, to one of supporting the defense production program, working 
with the military people, attempting to break bottlenecks, and so 
forth. 

Mr. Bonner. Has there been a subsidy on shipbuilding ? 

Mr. Dayton. There was one in 1948—$10 million or $11 million in 
counterpart. There was a program for 100,000 tons of shipping. The 
first year, 15 billion lire were allocated, and later, 7 billion withdrawn. 
The Italian Government has a 30-percent subsidy on the cost of vessels. 

Mr. Bonner. What is that costing the Government? 

Mr. Dayton. Not very much. The shipbuilding industry is very 
small. They have about 24 yards, but they are quite empty at the 
moment. 

Mr. Bonner. Then there is no contemplated subsidy for 1952? 

Mr. Dayton. No, sir, except for tankers. 

Mrs. Harprn. In view of the close integration of State Department 
and ECA, would the administration be more economical if they were 
under the same department ? 


RELATIONSHIP OF ECA AND STATE DEPARTMENT 


Ambassador Dunn. No more so, as we are operating here. We are 
saving a lot of money now, because a number of Foreign Service 
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officers who are paid by State Department are working in ECA and 
on the other hand, ECA serves us with economic advice and assistance. 
I would not say that it would help here. So far as I can see, we could 
not be integrated more. 

Mr. Dayron. From our country, yes, I agree with what the Ambas- 
sador said, but for other countries I do not know. 

Mr. Bonner. Thank you for your cooperation with our subcom- 
mittee. The subcommittee is mindful of the foreign policy of the 
United States Government for preserving peace and protecting de- 
mocracy. Yet the subcommittee brings you the message that we are 
strapped financially. Mr. Dayton mentioned scraping the bottom of 
the barrel. We have scraped the bottom in raising taxes in America. 
We can’t go any further. ‘The purpose of this subcommittee in making 
this trip is to see if we can encourage economy and bring about savings 
and retain the same efficiency in our national defense, the same force 
and striking power. We should like to learn when certain of our 
foreign missions might end. We appreciate very much your kindness 
to us and your cooperation. 


Rome, Iraty—Exuisir 1 


Italian State tax assessments and collections, showing percent of yearly increase, 
by type of tar 
































Assessments | Collections 
1949-50 1950-51 | | 1949-50 | 1950-51 
| 
| asl ra : 
1948-49 Per- | Per- |1948-49) Per- | | Per- 
Amount) &"* |Amount| G™t |Amount; $"* |Amount, [nt 
i 
\crease crease | crease )crease 
} } | 
In billions of lire 
| | | | | 
Direct taxes.......-..-.- 192. 8 194.4) +0.8) 224.2'4+15.3) 173.4) 167.7) —3.3) 186.8 +11. 4 
Indirect taxes on busi- | j | | | j | 
WOE ccectesksnasesss 357.3 387.6) +8. 5) 464. 7, +19. 9 343.9) 372.2) +8.2 450. 2;+21.0 


Customs and indirect 
taxes on consumption.| 201.3) 250. 4/-+24. 4) 297.1/+18.7; 302.0 250.3) +23. 3) 303. 7|+-21.3 
} | 


Taxes on State monop- 


| | | 
oly products__.......- 178. 3) 211. 8 +18. 8| 228.0) +7.6) 178.3) 211.7; +18. 7; 224.7; +6.1 
Lottery receipts........- 12.7} 18. 1|-4-42. 5} 25. 0, +-30. 1) 9.5 16.3) +71.6 22. 0| +35. 0 
ps eee ee. 942. ‘ 1, 062. 3 +12. | 1, 239. 0, +-16. _ 908.1) 1,018. 2! +12.1) 1,187. 4/+16 6 
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In millions of dollars 2 




















| | 
Direct taxes............- 335.3 St ae 358. 7| pecLoe | 301.6, 268.3)... 208. 9] ...... 
Indirect taxes on busi- | | | 
oo ya | aaa 621.4)  620.2/__._- 748. 5)....-- | 598.1] 505, 5]...-... 720, 3|....-. 
Custom and_ indirect | | 
_ taxes on consumption.| 350.1 400. 6)...... } 475. 4)...... 353. 0 400. 5}....... 485. 9}...... 
Taxes on State monop- | | | = 
oly products..........] 310.1]  338.9)...... | 364.8)__-_.. ioe - 2 359,51... 
Lottery receipts......... 22. 1 , eee 5 ie i; 16.5} 2. Bescos 3. 7) ae 
EEE SRR { ' eS as 
WE iconieoss 1,639.0) 1,699. 7 wate | 1,982. 4}......]1, 579.3} 1,629.1)... | 1,809.8).... . 
| | ' | j | 





1 Chiefly 3 percent IGE turn-over tax on each commercial transaction (with certain exceptions). 
2 1948-49 totals converted at the rate of $1=575 lire; other years at $1=625 lire. 


Source: ECA Finance Division, Italian Mission, November 1951. 
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Rome, ITaLty—ExHipit 2 
TAX INFORMATION FURNISHED SUBCOMMITTEE—ROME, ITALY 


ITALIAN DIRECT TAX REFORM 


It has long been recognized in Italy that there is a pressing need for a 
general reform of the tax system. An important part of the reform was 
started with the passage by Parliament in January 1951 of a law making 
substantial modifications in the income tax. At the present time Parliament 
is debating a bill for the reform of local taxes. Several other tax-reform 
measures are in preparation by the Government, and in time will be sent to 
Parliament. 

The direct tax reform of last January dealt with the “Riccehezza mobile” 
and the “Complementary” taxes, two of the five forms of Italian income 
taxes. The other forms are a tax on eonomic rent from land, a tax on 
incomes from agricultural enterprises, and a tax on income from the owner- 
ship of buildings. 

The Ricchezza mobile is a flat percentage tax on income from capital (other 
than from land, agricultural enterprises, and buildings), on professional in- 
comes, and on general wages and salaries. The complementary tax is a 
personal tax on all incomes (net of other taxes) and is based on a progressive 
scale of rates. 

One of the principal objectives of the direct tax reform is to increase the 
taxpayers’ sense of responsibility toward and trust in the state. The method 
adopted in the January 1951 law is to reduce excessive rates, increase exemp- 
tions, and impose relatively mild penalties. Under previous law, rates had 
been so heavy that evasion was extremely widespread, and in fact, an honest 
declaration of income on the part of the taxpayer would often have left him 
insolvent. Under such circumstances tax collection had become a_ process 
of bargaining, under which the taxpayer tried to minimize his declaration of 
income and the tax collector countered by trying to apply the almost con- 
fiscatory rates. 

The new law also requires an annual declaration of income from the tax- 
payer. While such a requirement had previously existed in law, it had never 
been enforced. 

The flat percentage rates assessed under the Ricchezza mobile tax are given 
in the following table. It will be noted that so far as Ricchezza mobile goes, 
exemptions in the various income:categories were raised, although the basic 
rates were left unchanged. 


Italian Government “Ricchezza mobile” tar exemptions and rates previous 
and new legislation 





Exemption Basic rate (2) 
(in dollars) (on taxable income) 


Category | — 


Previous ge at Previous | Present 
law | New law (percent) | (percent) 
| | 





**A’’—Income from capital only. oe | ” | 





“B’’—Incomes from activity where both capital and | | 
labor are applied | 58 | 384 | 18 


“C1’’—Professional income : | 384 12 


””? Fy > > 1 
**C2’’—General wages and salaries...............---.--- s 384 | rt 





1 Frorn $384 to $1,536. 
3 Over $1,536. 
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The old and new scales of “complementary” or surtax rates are compared 
in the following table: 


Italian Government surtar rates 
































| 
Old scale New scale | Old scale New scale 
Upper limit Upper limit | Upper limit Upper limit} 
of income Rate of income Rate of income Rate of income Rate 
class class | class class 
Percent Percent Percent Percent 
| eel 2.000 | $384______- 2.00 |} $8,000........ 35. 479 | $160,000 --- 23. 43 
Beas | 2.790 | $1,600. ..- 3.17 |} $16,000. ...._- 55. 602 | $320,000... 32. 49 
sa 4.934 | $8,000__.__ { 6. 00 Hy $80,000__...-- 73. 573 | $640,000. 45.04 
Pagel 7.958 | $16,000. ___| 8.11 |! $96,000._---_- 75.000 | $800,000- 50. 00 
ee m 12. 500) $80,000... _| 16. 92 |} 
| } | ; 





Note that the rate in each case applies to the entire income and not merely 
the excess of income over the next lower bracket. Furthermore, local govern- 
ment taxes add substantially to the fiscal burden as the following tables show: 


Total burden of Italian Government and local government income taxes 

















On category B incomes of | On category C1 incomes of 
eeeeeces wie ree | taxpayers (professional 
| pendents | men) with 3 dependents 
Upper limit of income class | 
| Percentage of | | Percentage of 
Amount ! assessed in- | Amount! | assessed in- 
come ! | come ! 
| | 
METERS gl Rr ees TO Rasy bietemamek sae | $25 | 5.19 | $i7 | 3. 49 
a RL ee Se ey Pe an ree 132 | 13. 94 | 77 | 9. 66 
MOMS ocacnese AE paid age ep A se ag 2 1 339 | 21.19 | 240 | 15.01 
Ws nce ccs aaa ka Ww a ee 828 | 25. 86 | 605 18. 90 
dh oh ds Ses tsi %sp de awcnaecebwaan H 2, 480 | 31.00 | 1, 929 | 24.11 
RU i ag ke es oe | 5, 750 | 35.93 | 4, 769 | 29. 80 
AAR SoA Se ae See 13, 355 | 41.74 11, 339 | 5.40 
| 49. 38 70, 979 44. 36 


GOONS bird, chan ebale kt areketdeheccecan | 79, 002 





} Approximate. 


The January 1951 law provided further for a fiscal census to be carried out 
in 1952. The intention is to limit the possibility of evasion by identifying 21] tax- 
payers and their various sources of income subject to direct taxation. Through 
the census it will be possible to collect on a one-time basis more detailed in- 
formation of the economic position of the taxpayer than that which will be 
obtained from the annual income declaration. 

The first income tax declarations under the new law were originally due on 
October 10, 1951. A last-minute dispensation by Parliament extended the due 
date to October 27. According to the Ministry of Finance, somewhat more than 
3 million declarations were received. It is difficult to judge whether or not 
this is a satisfactory number of returns; it may however be noted that, by 
way of comparison, the total number of taxpayers paying complementary tax 
in 1949 was only 1,010,000. 





Rome, IrALy—ExHIsit 3 





{Information furnished subcommittee by United States Embassy, Rome, Italy] 


POLITICAL 


Government and political parties 

In a referendum held in June 1946, the Italian people voted 54 percent for a 
republic and 46 percent for a monarehy. At the same time, they elected a con- 
stituent assembly to write a new constitution which came into effect on January 
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1, 1948. Parliament consists of two houses with equal powers. The Chamber of 
Deputies is elected for 5 years and Senators for 6 years. Meeting in joint session, 
the two houses elect the President of the Republic for a term of 7 years. His 
powers are strictly limited. The President appoints a Prime Minister, known as 
President of the Council of Ministers, who selects and presides over a Cabinet, 
called the Council of Ministers. All of the Ministers must be members of the 
Senate or of the Chamber of Deputies. The Prime Minister directs and is re- 
sponsible for the policies and actions of the executive branch of the Govern- 
ment. The Council of Ministers must, however, maintain the confidence of both 
Houses of Parliament. 

The first national elections under the new constitution were held in April 1948, 
with 92 percent of the eligible voters casting ballots. The composition of the 
two houses is now as follows: 





Chamber of 
Deputies 


Senate 





Christian Democratic Party __-- sseeaty 
Popular Democratic Front (Communists a ‘and Nenni Socialists). hae foe ee ee 
Independent Socialists | 
Liberal Party- 

Republican Party. ae 

National Monarchist Party 

Others 








Total 





The Christian Democratic Party won a clear working majority in the chamber 
and close to a majority in the senate. However, in order to make the basis of 
its popular support as broad as possible, a coalition government was formed in 
May 1948 under Christian Democratic leadership with the inclusion of the 
Independent Socialists, Republicans, and Liberals. There have been several 
minor changes in the cabinet since then. The Liberals left the government in 
January 1950, disagreeing with the Christian Democrats on various questions 
of internal policy. The Independent Socialists left in May 1951 to facilitate 
their own unification with another Democratic Socialist group. 

To the right of the Government coalition are the small groups of the Liberals, 
the Monarchist Party, the neo-Fascist MSI (Italian Social Movement) and some 
independents. To the left of the Government coalition are the Democratic 
Socialists, the Communists, and the Socialist Party under Pietro Nenni. (The 
latter is still the largest group of Socialists.) The last two parties operate 
virtually as one, and together polled 30 percent of the popular vote in 1948. 

In the municipal and provincial elections in north and central Italy in the 
spring of 1951 the Christian Democrats lost part of their 1948 strength to right- 
Wing parties. However, the combined democratic parties still won about 57 
percent of the vote. The Communists and their allies improved their vote posi- 
tion slightly, winning 37 percent. However, since their vote was lower than at 
the time of the last municipal elections in 1946, they lost control of many of 
Italy’s most important cities, including Genoa, Milan, Venice, and Florence. 


INTERNATIONAL 


Italy is a full partner in the North Atlantic Treaty Organization and is par- 

ticipating actively in the Mutual Defense Assistance Program. She is taking a 
leading part in the movement for closer poltiical and economic cooperation 
among the free countries of Europe. She is a member of OEEC and of the Coun- 
cil of Europe and is participating with France, Western Germafhy, and the 
senelux countries in planning the implementation of the Schuman plan for in- 
tegration of Western Europe’s steel and coal industries. She has a large repre- 
sentation in the European Parliamentary Union and the Inter-parliamentary 
Union. Although Italy’s application for membership in the U. N. has been re- 
peatedly vetoed by the Soviet Union, she is member of most of the specialized 
agencies of the U. N. and is represented on the governing bodies of several of 
them. The United Nations Food and Agriculture Organization has established 
its international headquarters in Rome. 
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Although not a member of the U. N., the Italian Government has officially ex- 
pressed its solidarity with the U. N. Security Council’s resolutions condemning 
Communist aggression in Korea, and the Italian Red Cross is preparing to place 
at the disposal of the International Red Cross a complete field-hospital unit, in- 
cluding all necessary personnel, for service in Korea. 







GOVERNMENT OF THE ITALIAN REPUBLIC 










President of the Republic: Luigi Einaudi. 
President of the Senate: Enrico De Nicola (Independent). 
President of the Chamber of Deputies: Giovanni Gronchi (CD). 








MINISTERS 





President of the Council of Ministers: Alcide De Gasperi (CD). 

Foreign Affairs: Alcide De Gasperi (CD). 

Interior: Mario Scelba (CD). 

Grace and Justice: Adone Zola (CD). 

sjudget: Giuseppe Pella (CD). 

Finance: Ezio Vanoni (CD). 

Defense: Randolfo Pacciardi (PRI). 

Public Instruction: Antonio Segni (CD). 

Agriculture and Forests: Amintore Fanfani (CD). 

Transportation: Piero Malvestiti (CD). 

Merchant Marine: Paolo Cappa (CD). 

Posts and Telecommunications: Giuseppe Spataro (CD). 

Foreign Commerce: Ugo La Malfa (PRI). 

Industry and Commerce: Pietro Campilli (CD). 

Labor and Social Security : Leopold Rubinacci (CD). 

Public Works: Salvatore Aldisio (CD). 

Ministers without Portfolio: Attilio Piccioni (CD). 
Carlo Sforza (PRI). 


Note.—CD—Christian Democratic Party; PRI—lItalian Republican 
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ECONOMIC 





General 

Italy has only a few important natural resources—notably a good climate, 
industrious manpower, hydroelectric power, and natural gas. The principal 
minerals of commercial importance are sulfur, mercury, and pyrites. The 
country must normally import at least 90 percent of its coal, almost all of its 
petroleum, copper, and cotton, and a major part of its wool, cellulose, and iron 
ore. In addition to fuels and raw materials, Italy also normally imports signifi- 
cant quantities of foodstuffs. 

Before the First World War, agricultural production was considerably more 
important in Italy than industrial production. Since then a substantial measure 
of industrialization has taken place, so that total industrial production is now 
nearly equal, in terms of value, to agricultural production, though the number 
of workers engaged in agriculture is still considerably greater. 

Although Italy has achieved with United States assistance great progress in 
economic recovery and development since 1945, and in general has now reached 
or exceeded prewar levels of production and consumption, yet estimates of 
national income per capita and indexes of standards of living show Italy con- 
siderably below most Western European countries in these respects. Most 
indicators of standards of living in different parts of Italy reveal an extremely 
low level of development in southern Italy. Thus, as an illustration, one au- 
thority reports the following comparison of the number of telephones per 1,000 
inhabitants: 
























RU a a ee cen re ay 261 
UU ee a ee rg ces ae See ens 98 
Yess oe BONES ARs gO RA Sette SMA Rs PAR PE GE Sorte cid aa tee SR Sea ON POE 55 
pe dent Leite RE lias IMIR 2 ae REAL AAI Te Cae MO is 5 A ER Goal 25 
> SAW ls IRE SER AL 2 ARIS Me Sr i Pil <a ea RN ee re 35 
AB Sg cen GE a I A Sof gk PA MOE SARL EPIL TOD Al ith RA a 32 
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Italy’s major socioeconomic problem is that of surplus population, or unem- 
ployed manpower. Efforts to solve this problem through emigration have had 
no great success in the past few years. Total registered unemployment this 
year is ranging between about 1,700,000 in the summer and about 2,100,000 in 
the winter, i. e., 8 to 10 percent of the total number of workers. In addition, 
it is generally estimated that somewhere between 1,500,000 and 2,000,000 of the 
employed workers are in practice only partially occupied. Wage rates are low, 
but owing to equally low productivity per worker (which in turn results not from 
lack of industriousness or skill, but mainly from undermechanization and 
from the required employment of workers not fully occupied), most Italian in- 
dustrial concerns complain of high costs for wages and social charges. 

As a result of low-wage rates, the low standard of living, and the lack of suffi- 
cient employment, there is among the working population in industry and agri- 
culture a considerable measure of dissatisfaction with prevailing conditions. 
This dissatisfaction, combined with fear of war exploited by the U. S. S. R., is 
the main basis for the fact that the Communist Party and its Nenni-Socialist 
allies are still able to attract a large percentage of the voters. 

As a member of the NATO organization, Italy is expected to carry its full 
share in the defense program of the free world. The country’s low per capita 
income and modest natural resources are limiting factors, but its reserves of 
unemployed workers and reserves of unused industrial capacity permit a sub- 
stantial contribution, if the requisite raw materials and other supplies can be 
obtained and financed. 


Agriculture 

Except for the fertile Po Valley region in the north and the coastal areas in 
other sections, the country is generally rough and mountainous. Of the land 
area now in production, only one-fifth is level or gently rolling land. The other 
four-fifths are classified as hilly or mountainous and are mostly characterized by 
rough land of low productivity. 

The principal feed and food crops are: Forage crops; wheat, corn, and rice; 
potatoes and a wide variety of vegetables; sugar beets; grapes and citrus and 
other fruits; and olives and nuts. Wheat and grapes are grown in almost all 
parts of the country, rice and corn principally in the Po Valley, olives in central 
and southern Italy and citrus fruits, olives and nuts largely in the south and in 
Sicily. 

Most farm holdings are small, only one-twentieth of them being larger than 
50 acres; at the same time, as an inheritance from conditions in past centuries, 
1 percent of the landholders own 40 percent of the total productive area. For 
many years, and especially since the end of the war, there has been considerable 
pressure for reforms in land ownership and in owner-tenant relationships, for 
land improvement, and for increased productive efficiency. During 1950 two 
laws sponsored by the Government were passed providing for the most urgently 
needed portions of a broad land redistribution program; these measures will 
redistribute over 1,300,000 acres from some of the largest and generally unde- 
veloped estates among landless peasants of southern and central Italy. Lira 
sums equivalent to something like $200,000,000 a year (more than half obtained 
at present from ECA counterpart funds) are being made available for a coordi- 
nated program of agricultural improvement, including land redistribution but 
consisting to a greater extent of irrigation, drainage, and construction of roads, 
aqueducts, and farm buildings. Disappointingly small progress has been made 
in providing agriculture with adequate credit facilities. 

In general, Italian agricultural production is back to prewar levels and in some 
eases has surpassed them. In 1950 the wheat crop, an outstanding index of 
agricultural production, was close to 8,000,000 tons, one of the highest figures on 
record. As of June 1951, the prospects for the current year are generally satis- 
factory, despite unfavorable weather during the winter months, with the wheat 
crop estimated at somewhere around 7,250,000 tons. 

Italian agricultural production still falls short by something over 10 percent 
of satisfying total consumption requirements. The deficit is made up largely by 
imports of wheat, while significant quantities of meat and fats are also imported. 

According to official estimates, total food supplies currently available are 
nearly equal on a per eapita basis to the 2.500 calories of 1938, but the Italian 
diet remains heavily dependent on grains. Nearly two-thirds of the calories per 
eapita are furnished by carbohydrates. No substantial change in food supplies 
is now anticipated for 1951-52. 
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Industry 

Italian industry is located principally in the North, is varied in character, and 
consists of a few large enterprises and a very large number of small and widely 
dispersed manufacturing units. 

Heavy industry is located principally in and near Milan, Turin, and Genoa, 
but there is production of steel and steel products in Central Italy (Terni, Piom- 
bino) and in the south (Bagnoli, near Naples). The principal activities are the 
manufacture of automotive and rail transport equipment, shipbuilding, and the 
manufacture of machinery, generators, motors, and machine tools. In some of 
these lines, especially shipbuilding, capacity exists substantially in excess of 
normal utilization. Light manufacturing of a variety of consumer products is 
very widely spread. Textile production is mostly concentrated in the North. 
The chemical industry is important, with plants located principally on the Po 
River and its tributaries and to a lesser extent in Central and Southern Italy. 
Rubber production is centered at Milan and Turin, though there are plants of 
some importance near Rome, Bologna, and Ferrara. The principal mining 
activities are centered in Sardinia (coal, zine, lead, and some iron), and in Sicily 
(sulfur). Lignite is common in Northern and Central Italy. The largest oil 
refineries are located at Naples, La Spezia, Venice, and Bari. 

Natural gas is a recently discovered natural resource, and production has 
increased from a negligible quantity in 1988 to over 500,000,000 cubic meters 
(equivalent to about 335,000 metric tons of 7,200 calorie bituminous coal) in 
1950. It is now in use in the Po Valley from Milaw to Venice, and a pipeline lead- 
ing westward to Turin is under construction. Genoa may be added within a year 
or two. It is hoped that production and transmission facilities will in time 
provide service throughout all of the industrial north and possibly other regions. 
Important economies in the importation of coal should be possible eventually. 

Reflecting the surplus of labor and the low-wage rates, the extent of mechani- 
cal powering of industry is relatively low and of course far below American 
standards. In some of the most important industries—for example, shipbuilding, 
the mechanical industry, and sulfur production—costs are considerably above 
the levels prevailing in other important producing countries, so that under 
normal conditions Italy has difficulty in competing in world markets. In some 
important sectors of industry very large investments have been accumulated in 
the hands of state agencies over the past 30 years or more in response to war 
and interwar emergencies—a situation which has had some unhealthy effects 
on the industries involved. Now, stimulated by defense needs and aided by 
ECA technical assistance and productivity projects, concentrated efforts are 
being made to rationalize production in various industries, with the aim of 
raising productivity and lowering costs. 

With the aid of the ECA and in spite of many handicaps, industrial production 
in general has increased greatly since the end of the war and is now substantially 
above prewar levels. Stated in terms of 1938 production as 100, over-all indus- 
trial production in 1948 amounted to 99, in 1949 to 105, and in 1950 to 119. The 
rise continued in the first part of 1951, reaching 140 in March. 

Foreign trade 

The development of Italy’s foreign trade in recent years may be indicated by 
the following summary figures, stated in dollars (1938 figures excluding colonies 
and expressed in terms of 1949 dollars) : 


| Imports Exports Trade deficit 
nt NEE RRL OOS RN Re EE EL OR Ep $1, 164, 000, 000 $847, 000, 000 $347, 000, 000 
ROMs ice eld a at ae on ew ee 1, 429, 000, 000 | 666, 000, 000 763, 060, 000 
RETR a ARR EES a aE See eo ee Fen | 1, 501, 000, 000 | 1, 067, 000, 000 | 434, 000, 000 
1949 Ie OEE be pied & a a eg eae pee i 6 reer ae 1, 501, 000, 000 } 1, 110. 000, 000 391, 000, 000 
1950 Awad wen aneisnneeeamadtceneconensecnsenscel 1, 442, 000, 000 | 1, 198, 000, 000 244, 000, 000 


! 


: Trade in the first 4 months of 1951 was at a rate of about $1,950,000,000 for 
imports and about $1,500,000,000 for exports. 

With the dollar area alone, Italy’s trade deficits have for the past several 
years been somewhat in excess of the over-all deficits shown above. In the 
last part of 1950 and the first 2 months of 1951, the deficit with the dollar area 
decreased significantly, reflecting both reduced imports and increased exports, 
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but in March 1951 the dollar-trade deficit began to widen again, principally as a 
result of rising prices of imports. 

Since the end of the war, the United States has been by far Italy’s largest 
supplier. In 1950 Germany and the United Kingdom were in second and third 
position. For exports, the United Kingdom is at present Italy’s largest market, 
followed by Germany and France. 

In 1950, imports from iron-curtain countries, China, and Hong Kong aggre- 
gated about $61,000,000 and exports about $69,000,000. In the first 4 months of 
1951, imports from those areas were considerably in excess of exports. 

In terms of commodities, Italy’s imports now consist mainly of textile raw 
materials, fuel, industrial machinery, and wheat, while the predominating 
exports are textile yarns and fabrics, fruits and vegetables, and mechanical 
poducts. 

Normally Italy’s trade deficit is made up by invisible receipts such as tourist 
expenditures, emigrant remittances, and shipping and insurance earnings, but 
under present conditions net invisible receipts are not likely to aggregate more 
than $100,000,000 a year. 


Finance 

While Italy possesses the usual institutions of finance and banking, in actual 
operation the country’s financial market is now characterized by a scarcity of 
capital available for investment and short-term loans and by high-interest rates. 

(The Government has provided facilities for credit at reasonable rates for 
pliinasth types of borrowers, but the amount available has been small in relation 
to total demands.) 

Since the end of 1947, when a very threatening postwar inflation was brought 
under control, the financial policy of the Italian Government has been based 
primarily upon maintenance of the stability of the lira. After the outbreak of 
war in Korea, wholesale and retail prices followed more or less the same upward 
trends as in other western countries. However, early in 1951 a tendency to 
stabilize became apparent and there have so far been no dangerous symptoms 
of inflation. Ever since the fall of 1949, the official exchange rate for the lira 
has remained at approximately 625 to the dollar. At the end of 1950 and early 
in 1951 the black-market rate for the dollar rose, reaching a peak of 773 in 
January, but since then the trend has been generally downward. In June 1951 
the quotation stands at around 650. 

In the first years after the war the Government budget showed large deficits. 
Since 1947, with economic recovery, revenues have increased substantially more 
than expenditures, so that the deficit has been reduced to manageable proportions. 
An important weakness of the tax system is that direct taxes, especially income 
taxes, have yielded only a relatively small porportion of total Government 
revenues, while indirect taxes, especially a turn-over tax on business transactions 
at all stages, have accounted for a large proportion. 

In the early part of 1951 a tax reform measure was enacted which represents 
the first major attempt to reform the system of direct taxation in 30 years and 
has the twofold purpose of distributing the tax burden more equitably accord- 
ing to ability to pay and of obtaining more effective collection on the basis of 
trust and confidence between the taxpayer and the Government. While it is 
generally regarded as a major advance in the Government’s efforts toward im- 
provement of the tax system, it is still too soon to judge the extent to which it 
will achieve its purposes. In any case it is only the first in a series of desired 
tax-reform measures. 

LABOR 


In 1944 most of Italy’s organized labor achieved unity through the creation of 
the Italian General Confederation of Labor (CGIL). This organization soon 
came under the domination of the Communists and their Socialist allies who used 
the CGIL for political instead of economic purposes, thereby antagonizing the 
more moderate groups. In protest against the CGIL’s political strikes and 
slow-downs, aimed at weakening the Government and defeating the objectives 
of ERP, the Christian Democratic elements broke away, and in October 1948 
formed a new organization called the Free Italian General Confederation of 
Workers (LCGIL). They were followed later by the Republicans and independ- 
ent Socialists who set up the Italian Federation of Labor (FIL). Early in 1950 
the FIL and the LCGIL united with various small independent unions to form 
the Italian Confederation of Workers Trade Unions (CISL). A further small 
non-Communist labor organization, the Italian Union of Labor (UIL) was set 
up under the auspices of the Republican and the Romita Democratic Socialist 
Parties which opposed FIL-LCGIL unification. 
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In the international field, the CGIL is a member of the Comimunist-dominated 
World Federation of Trade Unions (WFTU) and, in fact, Giuseppe Di Vittorio 
is its Secretary General. The CISL is a member of the new free ICFTU. CISL 
leaders are members of the Trade Union Advisory Committee set up by ECA 
in Rome and they have established provincial committees throughout Italy to 
support and explain the objectives of ERP. Relations of the CISL labor leaders 
with American labor are close and friendly. 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


From the standpoint of increasing the ability of the North Atlantic area to 
resist aggression, Italy enjoys the advantage of large reserves of skilled man- 
power and industrial plant not presently employed. In this respect her position 
is almost unique among members of the North Atlantic Treaty. However, be- 
cause of the paucity of Italian financial resources, one of the major problems 
under the MDAP is to find the financial means of utilizing this idle plant for 
individual and collective defense without recourse to inflationary measures. 

* © * s * * e 


The main task of MDAP must therefore be to assist in the development of the 
Italian Armed Forces to be the maximum efficiency. Another goal of MDAP is 
that Italy should render mutual aid to other members of the North Atlantic 
Treaty in important categories of nonlethal military equipment such as transpor- 
tation and engineering items. 

Aside from the inevitable Communist and fellow traveling opposition, the 
North Atlantic Treaty and MDAP have the full support of the Italian Govern- 
ment and the people. 

As an earnest of Italian intentions to contribute the maximum possible to 
mutual defense the Italian Parliament has recently passed legislation permitting 
the commitment during calendar 1951 of 250 billion lire ($400 million) for 
additional rearmament. This represents about a 70 percent increase in normal 
Italian defense appropriations. Commitment of these funds is already well 
under way. 


THE UNITED STATES INFORMATION AND EDUCATION PROGRAM IN ITALY 


The headquarters of the United States Information Service (USIS) in Italy 
is in Rome. The address of the offices of the USIS Director and his staff; the 
Press and Radio Sections; and the Cultural (Educational Exchange) Section is 
in Via Boncompagni 2. Offices of the United States Library and the Motion 
Pictures and Exhibits Section are in Via Veneto 62. Eight branches are now in 
operation throughout Italy at Milan, Turin, Bologna, Florence, Genoa, Venice, 
Naples, and Palermo, with a ninth at Bari to be opened late in the summer of 
1951. 

Libraries.—Each branch has an extensive library of representative books about 
the United States, varying from 11,000 volumes in Rome to 4,000 in some of those 
more recently inaugurated libraries. Most of these books are in English, but 
almost 400 titles of American books translated into Italian—all that are now 
worthy and available—have been added to each library in abundant copies. Over 
200 American magazines are also subscribed to. In a typical month, 38,000 peo- 
ple visited these libraries, 

Films.—Each USIS office maintains a motion-picture library of approximately 
300 titles of documentary films. At the present time, about 250 of these titles are 
equipped with Italian sound tracks, while the rest, of more specialized interests, 
are in English; an increasing number are now being dubbed into Italian by USIS 
in Rome. Showings are held in all kinds of meetings of social, labor, and educa- 
tional groups, often in the open air in the main square of small villages. Eight 
USIS mobile units are used for this purpose, to which 18 new ones, capable of 
also carrying books and exhibits and pamphlets, will be added by early fall 1951. 
Even without these additional vehicles, it is estimated that over 17,500,000 Ital- 
— are now seeing USIS films during 1 year—an increase of 25 percent over 
ast year. . 
Erhibits—Each USIS branch office regularly displays exhibits on its premises, 
including the libraries. Space is also rented in downtown locations where thou- 
sands of persons pass daily. Specially prepared panel exhibits, display photos, 
and posters are circulated widely to schools and factories and many organiza- 
tions. In addition, USIS is placing posters explaining the American viewpoint 
and foreign policy each month in the 12,500 Italian post offices. 
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Press and publications.—The Press Section of USIS distributes news, features, 
and pictorial material to all Italian newspapers and periodicals. An Italian- 
language version of the Wireless Bulletin of the Department of State, with 
added feature material, is furnished daily except Sunday to more than 38,000 
editors, writers, Government officials, etc. 

Emphasis in feature output is heavily upon such vital themes as exposing the 
true nature of aggressive Communist imperialism, counteracting Communist 
misrepresentation of the United States and its policies, and the building of the 
defensive strength of the free nations to preserve peace. USIS feature articles are 
furnished to about 950 Italian publications, and a special service of photostatic 
copies of technical articles is provided to about 100 publications monthly. On 
the average, more than 45,000 column inches of news space are devoted by Italian 
newspapers and magazines to USIS materials each month. This is the equiva- 
lent of almost 240 full-size newspaper pages. 

In addition, pamphlets and throwaway leaflets are printed by this section at 
the rate of several a month, in quantities ranging from 50,000 to 1,000,000. 
Themes stressed are the facts of American democracy and its dynamie economic 
system, of Soviet aggression and false appeals, and the North Atlantie Pact. 

Radio—VOA.—Thanks to the cooperation of the Italian natienal broadcasting 
organization, Radio Italiana, Voice of America (VOA) broadcasts are carried 
over the two medium-wave Italian networks—the Red and the Blue—as follows: 





Times per | Length of 


ie " Ol) 
Type of program program 





Minutes 
110 

. Radio i bhenny 5... 15 

. Radio rhythm (music) 30 

. Musical life in America ME Ricco ae Fo ( 30 

. Request show ______- 

. Great Americans program - 
The curtain rises............-- 











1 Daily except Sunday. 


As it is estimated that there are 4,900,000 radio sets in Italy, these and other 
VOA broadcasts can reach a potential audience of almost 20,000,000 listeners. 
In addition to the programs listed above, three broadcasts daily are beamed to 
Italy direct from powerful transmitters in the United States by short wave; a 
morning program of news, comment, and music at 7: 15-7: 30, Italian time; an 
afternoon program at 6-6:15; and an evening program at 9:30-10:15. The 
medium-wave transmitter at Munich also relays to Italian listeners both the 
morning and evening programs, the former of which is in addition relayed to 
Italy on medium wave from Salonika. The emphasis today is on more broadcast 
material about the United States ov er the Italian medium-wave stations. In all, 
VOA Italian-language broadcasts to Italy total over 1214 hours of air time per 
week, 

Educational and cultural exchanges.—USIS carries out a large program of 
exchanges of persons—Italians to the United States, Americans to Italy—spon- 
sored by the American Government and assists those programs initiated by pri- 
vate institutions and foundations. Approximately 110 graduate students, 20 
advanced research scholars, 5 teachers, and 15 university professors were selected 
this year under the Fulbright Act for academic grants of 9 months of study in 
Italy. Conversely, under the Smith-Mundt and Fulbright Acts and with the aid 
of USIS branch offices throughout Italy, approximately 130 opportunities are 
offered each year to Italians for study, teaching, and research in the United 
States. Further, under the Smith-Mundt Act the American Government invites 
outstanding foreign civic leaders, public-opinion molders, cultural leaders, and 
experts to the United States. In 1952, 32 such Italians are being invited. 

Lectures and concerts.—In order to acquaint Italians with American achieve- 
ments and principles, USIS has arranged this year an extensive series of lectures 
in both English and Italian, as well as “live’’ and recorded concerts of American 
music. Participants in this program include Fulbright grantees, Italian and 
American leaders and specialists and USIS personnel. 

English instruction.—USIS collaborates with associations and individuals to 
promote the study of American English. 
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AMERICAN EMBASSY OPERATIONS 


The American Ambassador to Italy is the Honorable James Clement Dunn. 
The Deputy Chief of Mission, with the rank of Minister, is the Honorable 
Llewellyn E. Thompson, Jr. The chiefs of the principal sections of the Embassy 
are: Political, Outerbridge Horsey ; economic, Vincent M. Barnett, Jr.; informa- 
tional, Lloyd Arthur Free; consular, John D. Ocheltree; administrative, Gaze E. 
Lukas. 

The Army attaché is Col. John W. Harmony; the Air attaché, Col. Paul T. 
Hanley ; the naval attaché, Capt. William J. Marshall. 

The ECA Mission to Italy is headed by the Honorable M. Leon Dayton with the 
rank of Minister. Mr. Barnett, chief of economic affairs of the Embassy, serves 
also as assistant to Mr. Dayton to insure full coordination between the Embassy 
and ECA. 

The MAAG Mission to Italy is headed by Acting Chief of Mission, Col. Harold 
F. Handy. 

The activities of the Embassy, ECA, and MDAP are presently conducted by 
a staff of 413 Americans and 477 local employees. 

The Government owns the following properties in Rome: 

Palazzo Margherita—the Chancery Building of the Embassy; the Consulate 
Building wherein the activities of the Consular Section, General Services Unit, 
and the Legal and Claims Section are carried on; the twin building to the Con- 
sulate on Via Boncompagni 2, in which are housed the Press and Administrative 
Section of USIS, and the combined offices.of the Cultural Attaché and the Ameri- 
can Commission for Cultural Exchange with Italy; Villa Taverna, the residence 
of the Ambassador; Villa Ruspoli, residence for the Minister, Deputy Chief of 
Mission; and an apartment building and a small house at Via Pinciana 21, which 
are residence quarters for five senior officers of the Embassy and their families, 
and two Embassy apartment buildings at Via di Villa Grazioli, which contain 
35 housing units for junior officers and employees. All these properties have 
been acquired by the Government since the war through the surplus-property 
fund, with the exception of the Consulate and the twin building opposite, which 
had belonged to the Government previously. 

A new wing has recently been added to the Palazzo Margherita which con- 
sists of four stories, and is utilized by the three Service attachés and the Embassy 
Administrative Section. 

Aside from the buildings listed above, the Embassy rents space in the Embassy 
annex building, which was formerly the Palace Hotel and in which is housed 
the ECA Mission and USIS Library, the Treasury Representative and the 
Economie Section. Offices also are rented in the Sogene Building on Via Bis- 
solati in which are housed offices of the American member of the Italian-United 
States Conciliation Commission, established pursuant to article 83 of the Treaty 
of Peace with Italy; the American Battle Monuments Commission; and the 
Veterans Affairs Unit of the Consular Section. 

All offices of the Embassy and ECA may be reached by telephoning 470551 
or 470651, 


Issued November 15, 1951. 
Rome, ITALY—ExXHIBIT 4 
ITALY’S POSITION IN IRON AND STEEL ScRAP 
I. CONSUMPTION REQUIREMENTS 


Consumption of iron and steel scrap (excluding pig-iron scrap), in the produc- 
tion of steel in Italy is reported by the CAMPSIDER consortium as follows: 


{In thousands of tons] 


Si cr iS acer a hg aN a tp (; 

Ui SE bo DRE ear cerrrce a Saeco MORE CFO Ate ikke See een e ee mal ar eee 1, 937 
2 SETS eG eRe LE ST SRE err csc a eee en em a em 1, 819 
RES ae on he Seen? 8, Ms Aenea eae ee ey eres eee 2, O77 
RWurs ; Sere TROIS BOUNG Lert ss re a ee 1, 243 
RADUra gy ANA: Ab UMORREANE ADUDTA TUR OI io ere RUS oe 2, 486 


1 Not available. 


In addition to the above, scrap was used for direct rerolling in the amounts of 
40,000 tons in 1949 and 38,000 tons in 1950, 








936 FEDERAL SUPPLY MANAGEMENT 


The consumption can be related to the statistics of iron and steel production 
shown on the following page. It will be noted that the proportion between scrap 
consumed and total production of crude steel has declined from 91 percent in 
1948 to 82 percent in the first 6 months of 1951. 

The relatively high scrap ratio is attributable to the fact that Italian crude 
steel is almost entirely produced by open-hearth and electric furnaces, which are 
using predominantly solid-charge methods because of the shortage of pig iron. 
The proportion of steel production produced by liquid charge has risen 
steadily, however, from 6.4 percent in 1948 to 13.2 percent in May 1951. This 
is the result of the progressive implementation of the FINSIDER plan to in- 
crease blast-furnace capacity for the production of pig iron in Italy. It is esti- 
mated that production of steel in 1951 and 1951-52 will be the following: 


[In thousands of tons] 








Open hearth: 
Solid charge é 1, 400 
Liquid charge 80 400 

Electric furnaces: . 

Solid charge 900 
Liquid charge 80 100 
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That this shift to liquid-charge methods means a very substantial saving 
in scrap can be seen from the following comparison of the composition of various 
kinds of furnance charges in 1950 in kilograms per metric ton of steel pro- 
duced, as estimated by the ECA Mission: 


Tron and steel production in Italy (ECA mission estimates) 


{In thousands of metric tons] 





: Rolling of 
Pig iron Crude steel iron from 
rerolled scrap 
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2, 125 
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This increasing efficiency in the use of scrap will be offset in its effect upon 
scrap consumption, however, by the fact that total steel production is increasing. 
Estimated scrap requirements will therefore be considerably higher in 1951 than 
in 1950; although it will decline somewhat, the following year, it will still be 
above the 1950 level: 


[In thousands of metric tons] 





1951 1951-52 





Wi Is i oS oo pm ees dhe oat adn ncn rapeeine te sa qeenedH~— ones 2, 400 2, 250 
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In some steel-producing countries such as Germany, Belgium, and United States 
of America, there is believed to be a very serious waste of scrap and of coke 
through the use of scrap instead of ore in charging blast furnaces. Because of the 
serious scrap shortage, it is understood that Italy has not indulged in this luxury 
on a large scale except at times when, because of temporary short-fails in 
ore availabilities, it was necessary to charge blast furnaces with some scrap 
in order to avoid shut-downs and unemployment. This highlights the neces- 
sity for Italy of assuring regular access to adequate iron-ore supplies of good 
iron content to support the projected production rate of 3 million tons of steel 
a year. 

The end-use consumption of steel finished products is estimated as follows, 
as estimated by the ECA mission. 


(Thousands of metric tons] 














| 1938 | 1950 1 1938 | 1950 

Italian State Railways.___.----.-- 80 95 | Housebuilding-__-.-..-....------- 310 450 
Directly pdend Oy 160 ...... 95 110 |} Wire and bolts_..........--.-.--- 270 300 
Motor vehicles. .......-.......-.- 170 Se 1) Ge. ooo eT ch eats 50 81 
Bicycles - motorcycles_..-.___- 35 35 ——— 
SRIDIRRIIIIIE inc dvncnensacn acne 100 90 Domestic consumption _--.-_---- 1, 785 2, 341 
Machine tools and machinery we 120 180 || Exports_----_- nh Dest ee es SERS 3 100 124 
Farm machinery and tractors-__--- 85 150 

Carpentry __.-_-- Donnan. 150 200 Total consumption_____._--.--- 1, 885 2, 465 
Electric material.......---------- 7 100 Crude steel equivalent____._.-_- 2, 500 3, 300 
Steel construction. ..........-.--- 250 250 























It is estimated that during 1951 total consumption will reach 2,850,000 tons 
equal to some 3,550,000 tons of crude steel of which approximately 85 percent 
is supplied by national production. 

A major determining factor of the Italian defense production within the NATO 
framework will be the availability of domestic and imported steel in 1952 and 
later years. If there is a short fall in the amount of iron ore and ferrous scrap 
available to Italy for the production of crude steel, a serious set-back in the 
defense program is inevitable, even allowing for any cuts made in less-essential 
civilian uses. 

In evaluating Italy’s relative need for scrap in comparison with that of the 
other countries allied in NATO it should be remembered that Italy’s normal 
consumption of finished steel before Korea was of the order of 40 kilograms per 
capita as against almost 150 kilograms in France, about 200 kilograms in the 
United Kingdom and Belgium-Luxemburg, and about 400 kilograms in the 
United States. 

II. AVAILABILITIES 
Circulating scrap 

Direct recuperation of circulating scrap from iron and steel mills has been as 
follows in recent periods: 

{In thousands of tons] 
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Thus, the supply of circulating scrap accounts for from 27 to 29 percent of 
total iron and steel-scrap consumption in Italy. This compares with 41 percent 
in the United Kingdom in 1950. The reason for the relatively low proportion in 
Italy is attributable to the high consumption of scrap per ton of crude steel in 
Italy for the reasons outlined above. 


Collections 

As the result of war damage, collection of domestic scrap was on a very large 
scale during the years immediately following the war. Availabilities from this 
source have naturally declined as more and more of the readily accessible scrap 
was utilized. 

Since Korea, prices have been allowed to rise sharply as a stimulus to scrap 
collection. This factor may have been somewhat offset, however, by a speculative 
reluctance to sell. This tendency has also had a market influence in other 
countries. 

The exploitation of domestic sources of scrap is organized in Italy by two 
special consortiums, CAMPSIDER (representing 85 percent of Italy’s steel pro- 
ducers) and FARMISA (representing the remainder). Under CAMPSIDER’s 
sponsorship there are voluntary syndicates of collectors and dealers, organized 
on a regional basis. Such syndicates also buy from local collectors outside the 
main centers. 

Ferrous scrap is subject to special controls by which its price, resale, and use 
can be regulated. However, in the present stage of market organization, these 
controls are not strictly applied, as the additional freedom is considered to be 
a stimulus to scrap recovery. Because of the relative freedom of the market, 
there are no complete statistics on collections of other than circulating scraps 
but they appear to have been running at an annual rate of about 1 million metric 
tons. 


Regular imports 

Italy imports scrap on a regular basis principally from France (including 
north Africa) and Germany as is shown by the accompanying table. Such im- 
ports are paid for through the EPU and do not normally cost Italy dollars. 

The import of scrap from these countries is monopolized by the ferrous raw- 
material consortium, CAMPSIDER, which distributes the imported scrap to the 
various steel mills belonging to the principal iron and steel association ASSIDER. 
Distribution to the independent steel mills belonging to the other association, ISA, 
is allocated through FARMISA. 

Under the Italo-French commercial agreement of December 8, 1950, regulating 
bilateral trade for the year 1951, Italy obtained a French minimum-export com- 
mitment of 55,000 metric tons of scrap iron and steel, and 30,000 metric tons of 
scrap pig-iron. Substantially larger quantities have been effectively received. 


Italian foreign trade in scrap iron and steel* 
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The Italo-German agreement of November 8, 1951, covering the period July 1, 
1950, to June 30, 1951, included a German minimum export commitment of 
150,000 metric tons of iron and steel scrap, against which only 143,000 tons were 
effectively received in the period. The agreement of June 8, 1951, covering the 
6-months period for July to December 1951, contains no firm commitment, and 
scrap is now being received from Germany at the rate of only 5,000 to 6,000 tons 
monthly. 

In the face of increasing competition from the principal steel producing coun- 
tries of Europe, upon which is superimposed the United States demand from 
Germany, it is thus becoming more and more difficult for Italy to assure herself 
the supply of imported scrap required if her steel industry is to become inter- 
nationally competitive in preparation for the taking-effect of the Schuman plan. 


Temporary imports 

In addition to the regular imports there is also a special regime covering 
so-called temporary imports. Under this arrangement certain raw materials can 
be imported free of any tariff duties and against payment in any currency, in- 
cluding dollars, provided the raw materials are subsequently reexported after 
processing in Italy. 

Most of the scrap iron and steel entering Italy under the temporary import sys- 
tem is furnished by the foreign customers of the important Italian seamless-pipe 
firm DALMINE. Under present regulations of the Ministry of Foreign Trade, 
seamless pipe can only be exported if the raw material (usually scrap, but some- 
times steel billets, and tube rounds) is furnished in kind outside the normal 
Italian availabilities. This policy is followed so that the limited Italian supplies 
of scarce ferrous raw materials will not be depleted in the sale of large amounts 
of pipe to foreign countries. Indeed, the supply of raw material is a major 
bottleneck limiting the full utilization of Italian capacity to produce seamless 
oil-tield tubulars, the need for which has become more urgent than ever as a 
result of the oil shortaze associated with the Anglo-Iranian dispute. Among 
the foreign customers dependent upon DALMINE for important amounts of 
API line pipe and well-casings are the American oil companies operating in the 
Middle East, the Far East, and Venezuela. DALMINE has also furnished 
urgently needed pipe for major United States defense projects. The domestic 
or imported scrap used in producing seamless pipe for Italian natural gas wells 
and distribution lines, refineries, and so forth, is made available from the 
regular CAMPSIDER scrap pool. 


Erports 
As Italy is seriously deficitary in scrap, exports are subject to strict export 
licensing control, with virtually no exports at all being permitted. 


{In thousands of tons] 
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Stocks 
No statistical information is available on a regular basis regarding stocks of 
scrap, but normally stocks in the steel mills can be estimated at between 200,000 
and 300,000 tons. . 
III. PRICES 


Maximum prices of all iron and steel products are controlled by the Inter- 
ministerial Price Committee. 

The Ital‘an domestic price for scrap was allowed to rise rapidly after the out- 
break of the Korean hostilities in order to encourage a high rate of recuperation. 
The present official prices were established on February 23, 1951, at which time 
they were considerably hither than world market prices. After June, however, 
the averave price of the scrap imported into Italy from abroad (including both 
CAMPSIDER imports and temporary imports) was higher than the domestic 
price, as can be seen from the accompanying table. 
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IV. CONCLUSION 
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(a) Italy needs an assured steel supply in order to meet minimum require 
ments for defense production and essential civilian needs. 
(b) In order to assure her steel supply, Italy needs all scrap available within 
Italy for collection and recuperation and also more than half a million tons of 


imported scrap annually. 


(c) Any reduction in the supply of scrap available to Italy will have direct 
repercussions on the effort Italy can contribute to the common defense. 

(d) As a result of the present Italian program for the creation of additional 
blast-furnace capacity, the efficiency of Italian utilization of scrap is increas 
ing and will continue to increase throughout the next 2 years, although th: 
success of this effort is dependent upon adequate availability of iron ore. 


Comparison of scrap prices 


{Dollars per metric ton] 


— 
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1951 


July 
1950 | 1950 


Italian domestic ironand steel scrap, ready 
for furnace, 4 mm, and greater thickness, 
Genoa 

Average price of scrap imported into Italy, 
c.i.f P 32.75 
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United States price of scrap, heavy melting, 
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1 Not available. 
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MONDAY, NOVEMBER 19, 1951 


Hovss or REepresENTATIVES, 
SuBCOMMITTEE OF INTERGOVERNMENTAL RELATIONS 
or THE CommrrrEn ON EXPENDITURES 
IN THE Executive Departments, 
Wiesbaden, Germany. 

The subcommittee met Monday, November 19, 1951, at Headquar- 
ters, United States Air Forces in Europe, Wiesbaden, Germany, 
Hon. Harold Donohue, acting chairman of the subcommittee, pre- 
siding. 

Mentors of Congress present: Harold Donohue, acting chairman; 
W. J. Bryan Dorn, Bill Fantaff, Cecil M. Harden, Charles B. Brown- 
son, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff mem- 
ber; Annabell Zue, minority clerk; Ray Ward, Bureau of the 
Budget ; John Elliott, State Department escort officer; and Brig. Gen. 
Clarence C. Fenn, Department of the Army escort. 

Military personnel present : Maj. Gen. T. H. Landon, Deputy Com- 
mander and Chief of Staff, USAFE; Maj. Gen. Alden R. Crawford, 
A-4, USAFE; Col. J. R. Dyer, A-4, USAFE; Col. L. C. Maurer, 
Deputy Chief of Installation Division, USAFE; Col. V. A. Ruther- 
ford, chief of plans and fiscal, comptroller, USAFE; Col. Glenn R. 
Johnson, chief of supply, A-4, USAFE; Lt. Col. Phyllis Gray, WAF, 
USAFE, director of personnel; Lt. Col. John Luft, medical adminis- 
tration officer, USAFE: Brig. Gen. F. A. Hennings, logistics section, 
EUCOM, Heidelberg, Germany. 

Mr. Dononvr. The hearing will come to order. We will first hear 
from Major General Landon. 


STATEMENT OF MAJ. GEN. T. H. LANDON, DEPUTY COMMANDER 
AND CHIEF OF STAFF, UNITED STATES AIR FORCES, EUROPE 


Major General Lanpon. Our understanding is that you are here 
concerned with maintenance and supply, largely; supply procedures 
inthe main. For that reason I intend to disappear as soon as I make 
my remarks and turn the meeting over to General Crawford, whose 
field and whose competence this matter is. 


Notre.—Asterisks denote classified material deleted for security reasons. 
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AIR FORCE ORGANIZATION IN EUROPE 


As deputy commander of the United States Air Forces, Europe, 
I am, of course, responsible to the commander in chief who is Lt. Gen. 
Lauris Norstad. He has a dual capacity in that he is commander in 
chief, United States Air Forces, Europe, which is an organization set 
up under the Joint Chiefs of Staff—a unified command. He is also 
responsible to General Eisenhower in NATO, in which category he 
is known as Commander in Chief, Allied Air Forces, Central E surope. 
In that capacity he is directly and solely responsible to General Eisen- 
hower; as is his opposite number, the Commander in Chief, Allied 
Land Forces, Central Europe, who is a Frenchman, General Chevillon. 

General Norstad makes his headquarters at Allied Air Forces, Cen- 
tral Europe, in Fontainebleau, southeastern Paris. When you are in 
Paris, I think there is no question but that you will see him there. 
Because of the fact that his organization is an Allied organization, 
and the present fact that our allies have less experience in all of these 
matters than we, he leaves the running of this shop to those of us you 

see here, and our colleagues in W iesbaden, or wherever we may be. 
I think for the moment that is enough about his other capacity. You 
are more interested, as I understand it, in that capacity—you are in- 
terested in the United States side. 

Now United States Air Forces, Europe, as I said earlier, is an organ- 
ization set up under the Joint Chiefs of Staff, the directive emanating 
from them, giving the commander 1 responsibility for United States Air 
Force matters in “Germany and on the Continent of Europe wherever 
we might happen to be. This normally is confined to Germany and 
France. In the United Kingdom and in Africa we have certain sub- 
sidiary responsibilities for supporting various organizations in the 
Mediterranean area. 


JOINT COMMANDERS IN EUROPE 


As commander in chief of United States Air Forces, Europe, Gen- 
eral Norstad is paralleled by two other commanders who are also 
Joint Chiefs of Staff Commanders, one of whom is General Handy 
who is commander in chief, Europe. He is the senior and principal 
military adviser to the High Commissioner for matters in Germany. 
The third joint commander is the commander in chief, easter n Atl: antic 
and Mediterranean, Admiral Carney, whose headauarters is in Naples. 
These three are responsible to the Joint Chiefs of Staff under Fein 
Chiefs of Staff directives back in Washington. 

The anomaly in the situation is that each of these commanders 
is also responsible under another hat to General Eisenhower in 
NATO. And, just from my point of view, [ would say that the 
condition in which we find ourselves is somewhat complicated by that 
fact. Facetiously, we say here that if it were possible to make a 
command organization any more complicated, we would proceed to 
do so. That, of course, is not our objective; nevertheless, it is the 
situation in which we find ourselves. 

Because of the fact that General Crawford—who will introduce 
himself—is matériel officer for this headquarters, United States Air 
Forces, Europe e call him the A-+. The matters in 
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which you are interested are his competence and his responsibility. 
So, therefore, from now on I will turn you over to General Crawford. 
If there are matters after you have talked with the staff here—if there 
is still a question in your mind—I shall be happy to join with you 
later. Thank you very much. 

Mr. Dononur. Before you leave, General, I would like to ask how 
long have you been in command here ¢ 

Major General Lanpon. I have been here since the 28th of February 
in my present capacity. 

Mr. Dononvur. Of this year? 

Major General Lanvon. Of this year; yes sir. 

General Norstad took command of United States Air Forces, 
Europe, on the 21st of January of this year. The organization—the 
second organization—was formed by General Eisenhower and took 
effect, I believe, at midnight the 2d of April of this year. 

Mr. Donouvr. Just one more question, General. As the result of 
this NATO being set up under General Eisenhower, is there any con- 
flict between the two organizations? 

Major General Lanpon. I am not quite sure, Mr. Donohue, that I 
understand what you mean by “conflict.” 

Mr. Dononve. I mean you did mention that certain complications 
had developed. What did you have in mind when you used that 
expression ? 


TACTICAL UNITS SUBJECT TO VARIOUS ASSIGNMENTS 


Major General Lanpon. Well, this is what I had in mind. There is 
no conflict; it is being ironed out. The combatant Air Force units 
that are assigned to the United States Air Forces, Europe, by the 
United States Air Force are under the operational control in Germany 
of General Handy, which is a Joint Chiefs of Staff directive for certain 
conditions. At the same time the combatant air units are assigned 
to General Eisenhower, and through him to General Norstad in his 
Allied Air, Central Europe, capacity under certain conditions. It 
seems, then, rather obvious that the combatant air units belonging to 
us, the United States Air Forces in Europe, are assigned to two differ- 
ent bosses. Now the thing that we have to work out, and it is not yet 
completely clear, is the method by which their assignments will be 
clearly defined so that if this or that event takes place there is no 
question as to whether General Norstad is the boss, or whether General 
Handy is the boss. 

The difficulty, Mr. Donohue and the rest of you, is that we have an 
organization which must function in peacetime in an occupational 
category, and when that occupational category changes, it will be a 
contractual category here in Germany. In other words, we are at one 
time set up to handle a peacetime mission and at the same time we are 
prepared, have set up procedures and methods for carrying out a war- 
time mission. Now in the United States, of course, that isn’t too 
difficult because the military forces have one mission. But here in 
Germany—and it’s largely in Germany that complications arise—here 





‘in Germany we are actually performing two missions; a peacetime 
mission which is fairly clear; and a wartime mission which is quite 
clear. Does that answer your question ? 
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Mr. Donouve. It does. Now before you leave I would like to ask 
the members of the subcommittee if they have any questions. Mrs. 
Harden? 

Mrs. Harpen. No questions. 

Mr. Dononve. Mr. Lantaff? 

Mr. Lantarr. No questions. 

Mr. Dononve. Mr. Brownson ? 


COMMON SUPPLY 


Mr. Brownson. I just wonder if, since we have the deputy com- 
mander with us, it might not be worth while to get his viewpoint from 
the command level, and to ask him whether or not, in his opinion, 
in order to support this operation here in Europe, it is necessary or 
desirable that the Air Forces set up a common supply system roughly 
paralleling the services which the Army Quartermaster at one time 
provided for the Air Force completely ; or whether he believes that the 
Ground Forces can continue to supply the common-use items that are 
used by the Air Force. I know that is a supply question, General, 
but I would like to get your version of it from a command standpoint. 

Major General Lanpon. From the command standpoint, I am in 
favor of common supply. That is my point of view, and it is General 
Crawford’s business to work it out. I believe in eliminating as much 
duplication as it is possible to do. 

Mr. Dononve. You are being adequately supplied at the present 
time using Army facilities for some of your common-use items then? 

Major Gener al Lanpvon. I think that the answer to that is a cate- 
gorical “Yes.” 

Mr. Dononve. Thank you very much, General. 

Mr. Donouve. Mr. Dorn? 

Mr. Dorn. No questions. 

Mr. Donouve. Mr. Lantaff? 

Mr. Lantarr. No questions. 

Mr. Dononue. Mr. Meader? 

Mr. Meaper. No questions. 

Mr. Dononvr. Thank you very much, General. 

Major General Lanpon. Thank you, sir. 

Mr. Dononve. Our next witness will be Maj. Gen. Alden R. Craw- 
ford. 


STATEMENT OF MAJ. GEN. ALDEN R. CRAWFORD, HEADQUARTERS, 
UNITED STATES AIR FORCES IN EUROPE 


Major General Crawrorp. General Landon has already told you 
that USAFE Headquarters is pleased to have you visit Wiesbaden. 
I and the members of our Headquarters A-4 organization, which is 
the staff section primarily responsible for planning and supervising 
the discharge of our logistical responsibilities, are also pleased to have 
you here. 

This is not just a polite statement. I sincerely believe every key 
individual involved in logistics in USAFE is keenly aware not only of 
the desirability but the necessity of obtaining the ek Ai utilization 
of our resources. We are concerned also, possibly more than most, due 
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to our geographical location, with the urgency of getting ourselves in 
an acceptable military posture as soon as possible. We fully realize we 
cannot afford any waste in our limited resources, since waste will ob- 
viously affect the speed with which we may approach our goal of mili- 
tary effectiveness. We realize also that your goals are not in conflict 
with ours, and we are therefore appreciative of the opportunity to 
acquaint you with our procedures and plans for furnishing logistical 
support to United States Air Force units in the European area. 


BETTER USE OF AIR FORCE THEATER STOCKS 


The practical necessity of obtaining a maximum economy in our 
operations is brought to our attention daily in almost countless cases. 
A large number of our required support items are in short supply. 
There are not sufficient spare parts for our airplanes or ground equip- 
ment, nor sufficient major end items, to permit the luxury of a high 
level of spare parts and supplies at our depots. Not only is it desirable 
as a sound business procedure but we have found it necessary and 
profitable to exchange stock consumption and balance reports between 
our depots, in order that we may make the total resources of the entire 
area available to aid in a solution of localized problems, regardless of 
where they arise. We bear in mind also that, while this economy and 
most effective utilization of resources is of great importance in peace- 
time, it is of even more importance in war. In wartime the total re- 
sources of the Nation cannot possibly be adequate to meet the desires 
and needs of all the claimant agencies. Since the desirable wartime 
requirements cannot be attained even through a total mobilization of 
our industrial potential, it is particularly essential that we keep con- 
stantly in mind the question as to whether the procedures we establish 
in peacetime will function most effectively in a national emergency, 
when all our resources will be so greatly in demand. 


AIR FORCE CRITERIA FOR EFFICIENT SUPPLY SYSTEM 


We realize your subcommittee is interested in the same principles of 
economy which we are interested in. It is possible, however, that we 
are not necessarily looking at this goal from the same viewpoint. The 
Air Force considers that a true test of economy in logistic support is 
not necessarily the establishment of a system which in peacetime will 
operate with the fewest dollars or the fewest people. A true peacetime 
economy must result in a system which will operate most reliably in 
war, and it must be a system which will give responsible commanders 
a reasonable control over the means necessary to discharge their un- 
redelegable responsibilities. This does not imply in any way that the 
Air Force believes in triplification, that each service must be fully 
self-sufficient, or that the capabilities of the three services should not 
be fully meshed into a mutually supporting whole. We do feel, how- 
ever, that we should not necessarily be bound by tradition in the sources 
of our support, if a modification of past procedures will result in a 
more effective and more responsive wartime system. We realize, of 
course, that we cannot act unilaterally in this matter, nor do we wish to. 
We realize also that the Secretary of Defense has directed, and the Air 
Force fully concurs, that there shall be no expansion of the existing 
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supply systems for distribution of common items of supply, without 
prior approval of the Secretary, and that his approval will be granted 
only if it results in the most effective combat efficiency of the Armed 
Forces as a whole and the establishment of improved and practical! 
systems for wartime needs. I would like to emphasize the Air Force 
concurs in this policy. 

Before getting into the details of our current operations, I would 
like to explain very briefly and schematically what the existing Air 
Force logistic set-up is on this portion of the globe, and to indicate 
schematically, and without reference to specific numbers of units or 
locations of additional bases which may be established, the size of the 
job which confronts us. 


AIR FORCE DEPOTS IN EUROPEAN THEATER 


You will note from this map that we have a depot in existence at 
Erding in Germany, one at Burtonwood in the United Kingdom, one 
in the process of establishment at Chateauroux, and one under con- 
struction in French Morocco. * * * 

It is widely known that the NATO plans envision a very appreciable 
build-up in existing strengths. The extent of this build-up and the 
specific locations now under discussion, can be given you in executive 
session if you desire, but for the purposes of our conversations, this 
schematic chart, indicating representative build-ups and additional 
support facilities required, will probably serve our purposes. Army 
troop locations and support facilities are not indicated on the map 
but they are obviously not generally in the area of major Air Force 
concentrations. 

It is up to USAFE to insure the logistic resources available to the 
United States Air Force, in our entire area of responsibility, are 
integrated in a manner which will result in the maximum utilization 
and flexibility of those resources. We intend to do this by a maximum 
of reasonable specialization in supply-and-maintenance activities at 
the various depots, although each depot will, of course, be primarily 
interested in servicing the units within its geographical area. How- 
ever, where we can effect a practical economy through a centralization 
of supplies or centralization of selected maintenance work we will do 
so. We will also do as much cross-servicing between our support in- 
stallations, regardless of their geographical area, as is practical. 

The manner in which we conduct such matters as construction, or 
procurement in each of the sovereign NATO countries in which our 
units are or may be located, will vary with the country concerned. 
In view of our capability for a rapid relocation of our tactical units, 
however, the USAFE supply-and-maintenance system in each of the 
country areas must, or certainly should, be uniform in all such matters 
as requisitioning procedures, channels of supply, requisitioning pri- 
orities, stock levels, and so forth. 


MAIN AIR FORCE JOB IN LOGISTICS SUPPORT 


Our main job, which we try not to lose sight of, is the development 
of a logistic and administrative support base capable of supporting 
the entire United States Air Force strength which is scheduled fot 
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the NATO structure and one which is capable of providing a ready 
support base for a rapid and flexible wartime build-up of air efforts 
in our areas of responsibility, should this eventuality arise. We are 
making progress and are striving to accelerate and improve our efforts. 
We have a new organization being built in North Africa * * *. 
Our organization in England is being adjusted to some ex- 
tent * * *. Qur requirements for funds, manpower, and material 
to attain these goals are great. We are trying to watch every outlet 
to insure we do not waste any of our resources, but we are also bearing 
in mind that we have an area and not a localized responsibility. 

Colonel Dyer, who will follow me, will present the details of our 
current operations. We also have representatives present from other 
staff agencies in USAFE Headquarters, from the Third Air Force 
in the United Kingdom, and our two existing depots on the Continent. 
I hope these gentlemen will be able to answer any specific questions 
you may have after Colonel Dyer’s presentation. 

Are there any questions you have before Colonel Dyer’s remarks? 

Mr. Donoutve. Do you have any questions, Mrs. Harden ? 

Mrs. Harpen. No. 

Mr. Donoutve. Mr. Brownson? 

Mr. Brownson. No questions. 

Mr. Dononue. Mr. Lantaff / 

Mr. Lanrarr. No; not at this time. 

Mr. Dononvr. Mr. Meader? 

Mr. Meaper. None at this time. 

Mr. Dononurt. Mr. Dorn? 

Mr. Dorn. No questions. 

Mr. Dononvur. Mr. Ward, do you have any questions ? 

Mr. Warp. I would like to ask the General one question, if I may. 
You mentioned the joint agreement—the Secretary of Defense’s July 
17 directive about additional expansion in Air Force logistics without 
the Secretary’s approval. Could you tell us about the agreements 
that have already been made? 

Major General CrawForp. In this area? 

Mr. Warp., Well, General, as to the break-away of Air Force from 
Army in the common supply field. 

Major General Crawrorp. I think Colonel Dyer is going to explain 
that in detail. I‘can cover 

Mr. Warp. No; that is all right. 

Mr. Dononve. Mr. Roback ? 

Mr. Rosack. In the light of what General Landon said, is there 
any stock segregation going on now of Air Force common supplies? 

Major General CRawrorD. You mean quartermaster—is that what 
you mean ? 

Mr. Rorack. Yes; stock segregation from Army Quartermaster. 

Major General Crawrorp. There has been some but it has been 
limited due to the lack of storage facilities available to the Air Force 
at the moment. 

Mr. Dononvur. Any further questions from any of the members of 
the subcommittee ? 

Thank you very much, General. 

Major General Crawrorp. Colonel Dyer. 
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STATEMENT OF COL. J. R. DYER, LOGISTIC PLANS STAFF OFFICER, 
HEADQUARTERS, UNITED STATES AIR FORCES IN EUROPE 


Colonel Dyer. First, I would like to acquaint you with the 
strengths which we are responsible for supporting in this area at the 
present period. The strengths represented on this chart [indicating | 
are the personnel assigned to the United States Air Forces, Europe, 
organization. They are distributed primarily in Germany and the 
United Kingdom with a build-up starting in France and north Africa 
at the present time. 

Mr. Dononvr. Pardon me for a moment. Do you regard this infor 
mation as classified ? 

Colonel Dyer. These summaries are not classified. « 

Mr. Dononve. Thank vou very much. 

Colonel Dyer. If I broke them down by details, by locations, and 
identities, they would be classified. 

Mr. Donouve. I would suggest that if you reach a point at any time 
in the course of your testimony when you feel that the information is 
of a classified nature, you so advise us. 

Colonel Dyer. I will. 

Mr. Donontve. So that we can stop the recording machine. 

Colonel Dryer. Yes, sir. 


USAFE SUPPORT RESPONSIBILITIES 


The strengths on this chart here are not personnel assigned to 
USAFE administratively or for command control purposes. 
We do have support responsibilities for these. You will notice 
particularly in the United Kingdom over here that the strength that 
we support in addition to USAFE strength is almost the same in 
number. In substance we are responsible for supporting these 
USAFE personnel and these other personnel assigned to units other 
‘than USAFE (MATS, Air Weather Service, Airways Communica- 
tions Service, etc.). They are located in the European area. Again. 
I would like to emphasize this is not descriptive of the size of organiza- 
tion which we will have to support under the NATO program 
build-up. 

FLOW OF MATERIEL 


To show you briefly how our support arrives in this theater, here, 
our bases in the United Kingdom will support the strengths I men- 
tioned to you—support all of those activities. There is no support 
in this area that comes from Army bases or Army depots. All the 
strength in this area is supported from Air Force depots located there. 
We do have some attached Army units that operate with the Air 
Force in that area which we render complete logistic support except 
for certain specified things such as maintenance of a particular type 
of equipment which has to go back to Army facilities. The items of 
matériel carried in the depot here, both Army types—common service. 
common usage type items—and Air Force peculiar, as well as Navy 
type procured matériel which we utilize; this matériel comes throug) 
the port in the United Kingdom from the New York port, from 
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Army, Navy, and Air Force sources in the United States. Bear in 
mind that this area here has no Army support facilities in it at the 
present time to carry our load. 

In the Germany and Austria area here, the support of our bases 
is divided between Air Force depot facilities at Erding * * * 
and the Army depots that are located in the German occupied area. 
The support from all of these activities—Army technical service 
depots and our one depot—provide the support to both our bases and 
Army facilities and units in the Germany area. * * * 

In the France area here, at the present time, although our strengths 
are very small, the build-up is considerable under the current program. 
The support at the present, to the limited extent it is required, comes 
primarily from the depots in Germany, which means a cross-hall from 
the northern section down to Germany, and back into France. That 
is not an economical method of support, and neither is it a wartime 
effective method. It is a very dangerous course of action from a stra- 
tegic standpoint. That means, in substance, we have to have depot sup- 
port in France as well as the Army has to have depot support for 
its activities. Army depots are being built in France at the present 
time, primarily a static type of storage depot on the line of communi- 
cations there, as a basis for emergency operation. Few of these de- 
pots, mainly in the class of subsistence and petroleum, will operate 
as distribution depots at this time. In the event of war, or an emer- 
gency necessitating it, or under more economical conditions, those 
depots would be opened and operated as distribution depots. In the 
meantime, we have a major strength build-up going on in this area 
over here. We have to plan months or even a year or two in advance 
for that support. It means, in substance, we must have distribution 
support in that area. We have two alternatives: Either get the sup- 
port from Germany; or build depot facilities in that area. Either 
Army builds them and operates them, or we build them and operate 
them. 

Bear in mind, at the present time the cross-haul of the support from 
Germany to these activities in France. There is some stock transfer 
taking place from depot facilities in Germany to the static storage 
depots, which Army will cover in detail for you. 

As far as the North African area is concerned, our support 
requirements there are very limited. * * * has no Army 
facilities in it. It is completely an Air Force responsibility at the - 
present time as far as operating units are concerned. We do have a 
small Army port detachment there, which supports the Air Force as 
well as the construction activities going on. There is a construction 
organization there, mainly the group of civilian contractors operat- 
ing under the Eastern Atlantic Division Engineers, which are build- 
ing the bases in this area as well as our depot facilities. 

As far as the source of support now is concerned, this area in north 
Africa at the present time operates almost in an identical basis to the 
area in the United Kingdom; namely, it is self-sufficient insofar as 


the Air Force is concerned. Its support comes both through the New 
Orleans port for selective items and through the New York port; 
again from the same depot sources in the United States as for these 
other areas. 
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NATURE OF SUPPORT PROVIDED 


I would like to describe briefly our support problem. I think | 
have indicated some of the highlights of it already. Prior to this 
year we had no particular support requirements in France or north 
Africa. The build-up has just started there. Our support require- 
ments existed for the small number of units we had in the United 
Kingdom. In addition, we had the occupation units located in Ger- 
many which consisted of two tactical fighter groups and one cargo- 
type wing. In addition to these miscellaneous units, which I have 
mentioned, which were not combat or tactical in nature, we had the 
‘“apacity here, which you will remember, for the Berlin airlift. That 
type of capacity is not created overnight. It must exist a long time 
in advance of an operation. We could resume an operation like that 
on short notice provided the tactical or the troop-lift type units and 
the needed service units were placed back in this area. 


CHANGE IN MISSION 


Our job prior to January was the small routine and well established 
job for the mission we had. Our missions have changed since that 
time very appreciably as General Landon has indicated to you. We 
don’t now have a primary mission just of occupation support and, in 
addition, have some training units located over in the United King- 
dom. Our primary job now and for the future is to build a combat 
type Air Force in this theater, capable not only of the immediate 
war effort but capable of immediate and major expansion in the 
event of necessity. It is a relatively easy job to bring in additional 
tactical units, that is, as far as moving them from the States is con- 
cerned, but it is a much bigger job to build the support capacity for 
those units. You don’t do that overnight. You must not only have 
the physical plant; you must have the units in being to serve them. 
You must have the matériel in place. You must have the technical 
know-how in the organization to carry on that job. That type of 
facility and organization takes many months—sometimes 2 to 3 years 
to build in an overseas area like this. We anticipate on that order of 
time to accomplish the job here. In the meantime, we are trying to 
do three things: We are trying to shift and relocate our units; we are 
’ trying to take care of the expansion that is underway; we are trying 
to take on these new missions, new areas of responsibility. 


SIZE OF ATR FORCE DEPOT FACILITIES 


An Air Force depot is a major activity. It is not just a small activ- 
ity. I think most of you are acquainted with the size of them. Nor- 
mally, they support six wings, or six groups as you refer to them, with 
the associated units to support a group. A depot normally carries 
about 200,000 items of supply, with a size ranging from 2 ot 3 million 
square feet of storage space. The number of people operating the 
depot and the depot facility ranges from 5,000 to 6,000. They are 
roughly equivalent in size to a Navy supply center or to an Army 
general depot type activity. Their maintenance and technical load, 
I think, is considerably greater than the average type of general depot 
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facility, due to the character of the matériel which we have to support. 
The amount of maintenance, overhaul, checking, and so forth is con- 
siderably greater on an item basis. 

General Crawford has already indicated to you here our depot 
facilities intended at the present time. The one in the United King- 
dom supports this area here for all types of matériel and services. 
The one at Erding, Germany, here supports the Air Force activities 
in the European area for Navy or aeronautical peculiar-type matériel ; 
yes; there is some common-usage type matériel in that depot facil- 
ity. The depot facility at Chateauroux here is just in the stage of 
being developed. It is not a completely operating facility at present. 
It is designed to take on the initial load—the build-up in this area 
here—until such time as that load becomes too great and we have to 
create additional facilities, perhaps in this area, possibly here, or even 
possibly in an additional location; bearing in mind, the one facility is 
to support six—perhaps nine, maximum number—groups or wings. 
Tactical groups as you formerly knew them are now called wings, 
including the support elements. In north Africa here, this depot 
facility is much in the same status as the one here. It is not completely 
operational. It is now being built to support the units scheduled to 
arrive in this area. It will be probably several months before it will 
be completely operational and capable of carrying a complete depot 
functioning fall. 

AIR DEPOT CONTROL SYSTEM 


I would like to acquaint you briefly with the depot specialization and 
control scheme that we are now operating under and which is serv- 
ing as our guiding light. It is not a new system. It is something 
that has been proven sound by long experience and in specific opera- 
tions. It is new in some respects in that it is not completely applied 
in this area at the present time. 

In this particular instance I have selected an item: parachutes. It 
might as well be a broom, mop, stove, bucket, table, anything you like; 
an item of common interest or common usage. In this instance here 
I have selected one of the depots as the control point, Chateauroux, 
in this particular case. You will note by the red arrows here, both 
sides, that the resupply for all of these activities, the depot in north 
Africa, the one in Erding, the one at Chateauroux, the one at Burton- 
wood, is supplied directly from the United States in the normal sense. 
That avoids cross-haul in long distances here. 

Bear in mind that the distance on this map alone here is roughly 
2,000 miles in the vertical and 1,500 miles in the horizontal. And that 
area doesn’t cover the complete area in which we have to operate; ] 
mean, units and stations on the ground that we have to support. 

In this case here, Chateauroux acts as the command stock-control 
point for all of the area depots, each of these depots supporting the 
requirements for their particular geographical vicinity. Chateau- 


_toux also operates as the requirements and procurement coordinator, 


the redistribution and disposal center, for present budget estimates, 
primarily for maintenance and overhaul—repair of this particular 
item. Theater stock reports are consolidated and analyzed at this 
point. Stock levels are determined here and fixed at these points here 
as well as at its own location. This place acts as a central command 
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administrator for stock administration, as well as performing the 
area support mission in this vicinity. Each of the area depots thei 
exercises similar functions within its particular geographic area of 
responsibilities. 

his system is based upon the following requirements: It assures 
effective and adequate support for the item by centralized knowledge 
and centralized administration. It has operational flexibility and 
assures the minimum working stocks, the minimum reserve-stock re- 
quirement for the whole of our mission, not just one particular geo- 
graphicarea. It assures that the matériel is utilized, is made available 
in direct response to the missions which we are charged with carrying 
on. It provides you with a basis for maximum coordination and 
cooperation in mutual support with the Army and the Navy—who both 
utilize this particular item. 


DIFFERENCE BETWEEN AIR FORCE AND ARMY MISSIONS AND OPERATIONS 


Our mission and areas of operation and support responsibilities are 
distinctly different from those of the Army at the present time. Both 
the Army and the Air Force Commands, as General Landon has indi- 
rated to you, are JCS commands. They were created, chartered, and 
directed by the Joint Chiefs of Staff. Their missions and their com- 
mand areas and commands are distinctly different. They are comple- 
mentary. They are not contradictory in our estimate. Our support 
requirements, likewise, are complementary. They are not contradic- 
tory. They do overlap geographically, but certainly in the opera- 
tional sense they are pot contradictory. 


NEED FOR UNIFORM AIR FORCE SUPPLY 


In our estimate, it would be both inefficient and ineffective, especially 
under war-type conditions, for the Air Force to be supported by a 
piecemeal, patchwork system, that varies in this area, from the one 
in this area, from the one in this area, or from the one here. We must 
have some means for maintaining centralized administration and juris- 
diction over not only the matériel but the planning, the direction, and 
supervision of that support. In short, the system supporting our 
units in England, in north Africa, in France, and Germany must be 
cohesive, integrated, and balanced to give us a systematic form of 
support, to avoid the probability of a situation where a unit is based 
on this activity here, moving into another support area, and having 
to operate under entirely different procedures and standards. 

We are not here to prepare a peacetime and garrison type of 
support structure. We are here to prepare a wartime structure, one 
that is capable of effective, economical support; and one that is eapable 
of rapid, immediate expansion to take care of additional units. 


INTERSERVICE SUPPORT 


As to the interservice agreements which exist at the present time. 
I would like to make the following remarks. I would be glad to go 
into them in detail later on, to the extent you desire. In England, «- 
I mentioned, the Air Force is self-sufficient insofar as depot-typec 
support is concerned. Certainly we receive matériel from Army 
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depots in the States but no Army depots exist at the present time in 
the United Kingdom area. We have a formal and practical working 
arrangement to support the Army units that are now stationed in that 
area, mainly antiaircraft type units, attached to Air Force bases for 
security purposes and for tactical or operational training. In the 
north Africa area you have a similar degree of self-sufficiency insofar 
as an actual requirement has generated up to the present date. In 
Germany, as I have mentioned, our Army _ technical-service-type 
matériel in the main comes from Army depots that are located in Ger- 
many at the present time. Similarly, our support in France at the 
present time for Army technical-service-type matériel is provided for 
by depots in the European Command. I have mentioned the manner 
in which we receive aeronautical support. At the present time on the 
Continent it comes primarily from Erding. We are building another 
depot at Chateauroux which will serve to take on a major portion of 
that load to the extent it can carry. As far as the France area is con- 
cerned, we have developed a comprehensive and detailed inter-service- 
support agreement, not just with the Army but with the Army, Navy, 
and Air Force commands participating in it, and having concurred 
in it in detail as far as staff-level routine is concerned. 

That plan or that agreement constitutes the basis at the present time 
on which we are proceeding with our planning, our details of opera- 
tion as to who will support whom, under what conditions, and for 
what. It is not fully operational, of course, because the facilities do 
not exist in France at the present time—the requirements do not exist 
in there at the present time—but it is being built. Each service in this 
area will provide cross-service support to the other for certain speci- 
fied things. [Wire recorder roll changed at this point. ] 


AIR FORCE ASSUMPTION OF COMMON SUPPLY FROM ARMY 


* * * the Air Force units in this area. We have received direc- 
tives in the past to the extent that results in our taking over part of 
the quartermaster support matériel for the Germany area. We have 
not taken over the complete job yet. We have taken on perhaps 50 
percent of the matériel requirements to do that job in Germany. 
Now I will give you a little more on that as we go along further. 

This chart only serves to emphasize points that I made in the past. 
If you will look here, in the United Kingdom we have one Air Force 
depot that provides support to the Air Force units and bases as well 
as to the Army units. It stores and issues all types of matériel to sup- 
port both of those activities. That is similarly true of north Africa. 
This set-up would be the same. In the France area, at the present, we 
receive our support mainly from Erding. Ultimately it will come 
from Chateauroux or the depot facilities that we provide in that area. 
At the present time we are receiving support, and the major portion 
of our support, on ordnance, engineers, chemical, signal, medical, and 
quartermaster frofn Army depots that are located in the Germany 
area, As you see, that is a major cross-haul of the matériel. That is 
not only uneconomical, but again it results in vulnerability of your 
support lines. The support in Germany, of course, comes from both 
the Air Force and the Army depots in that area. 
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These patterns, as you see, are basically different. They are a con- 
tradiction to this concept here. That means that something has to be 
done about that support pattern, or else we have what I call a piece- 
meal- and patchwork-type system that doesn’t give you the capability 
of coordinating and managing it in the sensible, systematic manner 
necessary, especially for war-type conditions, and even necessary for 
economic conditions. 
EFFECT 


OF CROSS-SERVICING 





As to the cross-service problem, we can get into it in detail. We 
got into it in principle. I know you have your opinions on it. I 
would like to just point out a few of the facts as we view them here 
and as we have to face them. This chart indicates a cross-servicing 
operation between the Army and the Air Force where the Army sup- 
ports the Air Force for—as was used in this instance—6 by 6 trucks 
and the maintenance necessary for them. You see that at every echelon 
here there is an absolute necessity for detailed coordination of every 
action. What does that mean in terms of manpower and in terms of 
organization? It means that you have to build into that organization 
the ‘apacity for that detailed sw: apping of information, swapping of 
loads—in every detail of your operation to that extent you need addi- 
tional people, it means building your organization larger. In our esti- 
mate a lot of the build-up in numbers and in sizes of the Armed Forces 
staff organizations is attributable to a large extent to cross-servicing 
oper ations. Now, mind you, Iam not condemning the principle. Lam 
not condemning it in practice. I am saying that it is a very sound and 
a very good concept, but it must be limited to the practical facts of 
life. There is a point of diminishing returns where you have to take 
one or the other choices. Either you i have to build up your organiza- 
tion to take on this load or you have to say: No, it isn’t economical ; 
it’s not the most effective means. 

We can go down through this in detail if you would like but I think 
this chart, on the surface, showing you the complications that result 
from such a situation, will serve. We feel that there is a very prac- 
tical limitation to that support. 

Mr. Brownson. Where do you think that limitation is——— 

Colonel Dyer (interrupting). The cross-service assignments? In 
cross-service apres 1 such, primarily at the base : level. Fm 
are exceptions to that. ‘an be carried past the base level, but I 
would answer your een in the briefest sense: Primarily at the 
base level—base and station operation level. As I mentioned, in the 
case of commissaries and laundries, dry-cleaning facilities, and so 
forth, it is in these agreements between the commands concerned. 
You do this job for me, I'll do this one for you; and so forth. We 
swap capacities and we swap information necessary to do it at that 
echelon. It doesn’t go clear back through the oR ation the way it 
now works. 

Mr. Brownson. Would those interbase agreements be prompted 
by directives from Washington headquarter st 

Colonel Dyer. Certainly; by policy directives necessitating it and 
laying down the conditions under which it is practical and under 
which it should be done. 
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Mr. Brownson. You eliminate, then, your higher echelon coordina- 
tion by having 

Colonel Dyer (interrupting). I am indicating that there is grave 
doubt as to the advisability, either from an effectiveness standpoint or 
an economy standpoint, making cross-service assignements on a depart- 
ment-wide basis. They are in effect common service assignments. 
They are not cross-servicing assignments. I think we have sometimes 
operated under a misconception, that we feel they are cross-service 
assignments, when in fact they are common service assignments. You 
are telling one man he has to do a job. On the other hand you are 
holding another man responsible for it, not only in the financial sense 
but in the effectiveness or operational sense. 


NUMBER OF ITEMS IN AIR DEPOT 


An Air Force depot normally stocks from an 180,000 to 220,000 
items. This does not include the items that we receive from Army 
support facilities. The Air Force catalog contains about 500,000 so- 
called active items. That is an item arrangement by the million. If 
we took all the bits and pieces and spare parts, and so forth, and said 
that those were included in the catalog—they are at one time or an- 
other—it would run into several millions, perhaps 3 to 7 million. I 
have no idea how much of a range it would cover. But I am talking 
about the active coverage items in our catalog. Each of our major 
bases stock about 70,000 to 90,000 items on the average. This count, 
of course, includes the items that are supplied by the Army to those 
bases. As a whole, we receive active support from the Army on a 
world-wide basis up in the order of 80,000 items. I am not again in- 
cluding detailed spare parts of the character that I mentioned that 
would run into many, many thousands. I am talking about active 
items of basic interest—more or less an end item, not a piece of it. 

The tonnage of matériel used by an Air Force activity compares al- 
most identically with an Army activity insofar as a man-month con- 
sumption basis is concerned. In other words, an Air Force man 
eats just about as much as an Army man. The dollar value of aero- 
nautical material, as you well know, is considerably higher on account 
of its basis than are common materials. Each of our depots supports 
technical units of approximately the equivalent in manpower 
strength to one Army division; namely, about 20,000 to 25,000 people. 
Each of our bases supports manpower strength roughly equivalent 
to one regimental combat team. 

Again, I would like to mention the fact that we believe that the 
maintenance requirement on both the base and the depot is consider- 
ably greater on a manpower strength basis than for the other services. 
Another difference that we have to contend with is the fact that we 
must operate from fixed bases so situated and so designed and manned 
and operated to support flexible type air effort that can be redirected 
to many directions. You don’t change bases and pull them up and 
plant them in other places overnight. It takes many months to build 
and man and equip a base that is effective. You can pull a tactical 
unit off in a matter of days, sometimes in hours, even, but not the 
support facility. 
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INVENTORY LEVELS AND ISSUE RATES (PAINT) 


As for inventory level and issue rates, I have a little chart here 
that I would like to show you—a very simple type compilation. Our 
depot stocks are tailored to the units and the areas in which we operate. 
Where possible or advisable due to limited operations, limited quan- 
tities of matériel, or special usage, or special over-all requirements, the 
majority of our stock may be concentrated at one depot point. We 
call that a specialized depot activity for that particular item. For 
example, Burtonwood Air Depot might be specialized in instruments, 
electronics, B-29 engines, or a number of classes of matériel. Burton- 
wood might also * * *. Logically, it would also act as the theater 
command stock control point for that item or those groups of items. 
Also it would act as a specialized maintenance point for those items, 
area maintenance being performed in each area where there was the 
capacity, where there was the volume and the bulk for the require- 
ment. 

This little problem here is based upon the premise that you have to 
have one can of paint at a using shop located out at one of our bases. 
In other words, that consumer will average one can of paint a day. 
Now to raise an interesting little question, how much paint does it take 
in our so-called pipeline to support that requirement? Follow this 
thing through here (see Wiesbaden Exhibit 9, p. 1012). Suppose this 
base, this shop, receives its resupply only twice a month from the base 
warehouses, and so forth. You can’t have them running in every day 
on every item—on 70,000 to 90,000 items. You would have to build 
you a tremendous little organization out there to carry it through on 
every can of paint and every nut and bolt. So normally we suppl) 
that type of shop about twice a month with its requirements. 

In other words, we will get him enough to bring his level up in the 
shop stores to about 15 cans plus say, 5 for a safety factor to cover 
variations in the work load, unanticrpated demands, and so forth. 
With the lag time there he may even have 20 cans on hand. The base 
supplies him; that is actually a subdepot facility. It carries 30 days’ 
supply on hand, plus a 15-day safety factor as a minimum. He is 
only resupplied at least once a month here except on an emergency re- 
supply. He would have to have 45 cans on hand. The depot back 
here in the theater—Erding, Burtonwood, and so forth—would have 
to have at least 90 days plus a 45-day safety factor, say 135 days’ sup- 
ply normally on hand. It takes at least that lortg to get normal resup- 
ply from the States here. Surely, you can have an emergency ship- 
ment. You can have air priority shipments. But that is not the eco- 
nomical way to do it. So you come back to the United States depot. 
He goes to the producers. They want 60 to 90 days to resupply, whic!) 
is a quite frequent resupply period, if you bear in mind contract prob- 
lems, and so forth. When you count up this full requirement, here, it 
looks like we have 20 cans at the using unit in the shop. We have 45 
more at the base. We have 135 ata USAFE depot. We have another 
135 here. So we have 335 cans of paint in the system to support a | 
can a day requirement. 

Now that is about the size of your supply requirement in very sim- 
plified terms; not for this area alone and not for that item alone. It 
is typical of the whole supply support problem in an overseas area. 
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You lop off one chunk of it here, this intermediate link here, and you 
would have the same problem for the United States area. Our stock: 
levels here, as at other places, is our minimum operating requirement, 
plus a minimum safety factor to assure resupply. These levels and 
these factors are prescribed by our war plans. They are laid out in 
the technical sense in our Supply Manual 67-1, which is promulgated 
by the Air Matériel Command. This is our basic guide, not only on 
stock levels, but on resupply periods and supply management policies 
and supply procedures throughout the Air Force; it is one standard- 
ized system for matériel that we have in Air Force depots and Air 
Force supply systems. Changes in our issue rates are reflected in our 
requisitions. Our requisitions are reviewed and scrutinized, not only 
by the unit or activity that makes them out, but by the base supply 
officer. The resupply requisitions at the depots are screened—at each 
echelon they are screened carefully against allowance tables and usage 
rates, and so forth, and any major variation requires a specific expla- 
nation as to the whys and wherefores. 





SURPLUS AND SCRAP DISPOSAL 


This is surplus, obsolete, and scrap disposal. I know you are inter- 
ested in that problem. It has some peculiar variations in this area. 
We are operating in several national areas. Those laws have a dis- 
tinct bearing on that operation. Our basic policies on this problem, 
of course, come from the Congress and from the Department of De- 
fense, and, in our case, in turn from the Department of the Air 
Force. 

Air Force policies and procedures are issued, in the technical sense, 
by the Air Matériel Command. ‘The basic procedures are contained 
in Air Force Supply Manual 67-1. It is also covered in the addi- 
tional details in technical orders and bulletins and letters and special 
instructions. This command is fully responsible for enforcing those 
instructions, and augmenting them as necessary. Each national area, 
as I mentioned, has peculiar problems. In Germany, we are subject 
to the laws and to the directives promulgated by the High Commis- 
sioner, and in turn implemented and supervised by the European 
Command. 

In England and north Africa, we have a peculiar problem, peculiar 
as between the areas. We are subject to the Jaw of the land in that 
area. Yes, we have directives on what items to return to the States, 
but those items we do return. Other than that they are subject to 
the laws of the land about disposing of the material. 

In France the Army has developed a disposal agreement with the 
French Government which we adhere to. We will adhere to that 
agreement to the extent that it is possible. We will utilize their 
disposal facilities and their disposal contracts. To date we have not 
had any particular requirement to do that, by reason of the size 
organization just starting in being built in that area. 


CONSERVATION AND SUPPLY DISCIPLINE 


As to conservation and supply discipline, it is a keynote in effective 
supply and management. Our policies, standards, and procedures 
with respect to conservation and supply discipline are accentuated 
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throughout all of our operations. Not just in this area—I believe they 
are basically accentuated—they are certainly intended to be—through- 
out the Air Force. Every commander is held fully responsible and 
personally accountable for the effectiveness of that line of action. 
Every officer is rated periodically on his effectiveness reports on the 
manner in which he supervised the utilization of his people and his 
matériel. In other words, did he do an effective and good job of the 
thing? That is a new innovation in the Air Force effectiveness rat- 
ings. It was, I believe, developed and applied only about a year ago. 
This whole effectiveness line of action hasn't been realized yet. I am 
in hearty accord with it. I think every individual should be rated on 
the effectiveness with which he applies the people and the matériel 
he is given to carry out a job. 

In this area, that is the German area, the Army administers the dis- 
posal problem; that is, disposal on the German economy or disposal 
locally. As far as returning materials is concerned—which we return 
to the States—the Air Matériel Force is the agency from whom we 
receive our directives. Those directives, I think, are fully cataloged 
and documented, if you care to go into them. 

In the United Kingdom and north Africa areas, since there is no 
Army requirement or facilities in that area, we are fully responsible 
for disposal activities in the areas concerned. The variations that we 
must have here in each of these areas, of course, are held to the 
minimum. 

OFF-SHORE PROCUREMENT 


I would like now to give you a brief presentation on the procure- 
ment problem. It will be, as I say, very brief coverage. We have 
some major variations as between these geographical areas. We have 
a distinctly different job here from the normal local procurement. job. 
In addition to normal local procurement with which you are acquaint- 
ed, we have a job imposed on us here from the Air Matériel Com- 
mand in connection with the Mutual Defense Assistance Program. 
To date it hasn’t been a major job with respect to buying from the 
civilian economies here to apply the matériel against the MDAP 
programs which the Air Force is responsible for supporting. That 
program is going to grow to tremendous size in terms of dollars and 
quantities, and man-hours and people required to do the job. 

As far as local procurement is concerned—I am talking of other 
than strictly aeronautical material now, which we are responsible for 
in connection with this MDAP program. I am,speaking of local pro- 
curement against the civilian economy to satisfy our needs here, not 
only in Germany but in the United Kingdom, north Africa, and 
France. We must, of course, adhere to the laws of that.country. We 
are bound by practical necessity to the variations and commercial prac- 
tices in each of those areas. Some of those variations necessitate us 
varving from the Armed Forces Procurement Regulations. Those 
regulations, as you know, are common to the three services. We do 
adhere to those regulations to the maximum extent under the circum- 
stances under which we have to operate. We do buy material from 
Germany here that is available from the United States, for a very 
practical reason: That material is part of the occupation cost that 1s 
financed by the budget of the German Government which contrib- 
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utes to our support. In this area, that is in Germany, the Army 
administers that under the regulations or laws of the High Commis- 
sioner of Germany. We adhere to those laws and to those instructions. 

In France we have not had occasion to effect any major procurement, 
by reason of the limited number of people and activities we have to 
process. We will develop similar agreements and procedures there 
to assure that Army procurement and Navy procurement and Air 
Force procurement is not only conducted under similar procedures and 
standards but utider pricing negotiations and arrangements that will 
not reflect on the services or on the United States Government, or will 
not be put in direct competition, one with the other. That is a part 
of this interservice support agreement I mentioned a few minutes ago. 


REQUIREMENTS AND BUDGETING 


As to requirements and budget insofar as matériel is concerned, we 
don’t have much of a problem in this area on that; for the simple 
reason that requirements in the sense of long-range requirements that 
are reflected in the budget are not computed in detail in this theater. 
They are computed by the technical services at the Department of the 
Army, and by the Air Matériel Command. That is where the detail 
is developed in this problem. Yes, we furnish usage information, we 
furnish assets information on what we have, we furnish requisitioning 
information on our short-range requirements—30, 60, 90, 120 days 
forecasts. We don’t go into detail as far as computing our require- 
ments in the long-term sense is concerned. So, therefore, we consider 
that we don’t have much of a problem here on the requirements de- 
termination end. Yes, we do have a budget problem but not for the 
matériel itself, to buy it; but for the maintenance, the overhead operat- 
ing expense in this area. 

Requisitions from this area provide the short-range usage and the 
demand data. Our stock status reports provide the assets factors. 
Our operating programs provide the bases for these detailed calcula- 
tions. These programs are coordinated between the Departments and 
the JCS, and decided by the Secretary of Defense and the President, 
and the major programs, of course, by the Congress. As to inter- 
service coordination and cooperation in this area it is now being ad- 
justed on a war footing. Previously we have had only an occupation 
type mission. As I say, now we must readjust our whole effort, our 
whole line of thinking, and our relationships on a war-type footing. 
Most of our business as between the Army, the Navy, and the Air Force 
in this area is conducted on an informal, personal type basis, under a 
desirable atmosphere and under a concept of which I know you 
approve: maximum cooperation, mutual assistance and help, and 
understanding. 


USAGE RATES, STOCKAGE, PERCENTAGE OF COMMON ITEMS 


I have a few statistics and remarks here as to the amount of matériel 
we have, etc. We have got usage rates. This information—I cannot 
vouch for its absolute accuracy—but I think I could assure you that it 
is reasonably accurate and descriptive as of the current time. These 
figures that I will give you will not include rations, as far as this phase 
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is involved, bulk petroleum products, or such things as sand and 
gravel and coal. The average number of items at our bases at the 
present time—that is, in storage at the Air Force bases—is about 
33,000. Burtonwood and Erding Air Depots at the present time have 
an average in-stock item of about 170,000. That is a little below the 
national average that I gave for the Air Force as a whole. Thirty- 
eight percent, we estimate, of these items are the so-called common- 
user items. And when I say common-user, I mean they are items 
which the Army uses a similar item or maybe an identical item, or the 
Air Force uses a similar or identical item; about 38 percent of them. 

Bearing in mind, now, that between Burtonwood and Erding, Bur- 
tonwood in the United Kingdom here, has of necessity all Army type 
items for all requirements, because we do not have any Army suppor‘ 
in that area, whereas here [indicating] the main technical service sup 
port comes from Army depots. These are the only two depots that we 
have fully staffed and operating at the present time. 

I have given you an average of about 38 percent for common user 
items. The total dollar volume for depot and base stocks for USAFE 
depots and bases is about $280 million. Dollar value of inventory in 
stock in bases is about $37 million each. That is, each place. ‘The 
average monthly tonnage figures on hand at USAFE bases is about 
* * * tons, average, for each base. At SAC bases in the United 
Kingdom, it is about * * *; in USAFE depots, about * * * 
tons. USAFE bases receive and. issue approximately on the average 
of * * * tons a month; SAC bases, about * * * tons a 
month; USAFE depots, about * * * tons. I think that will give 
you some idea of the tonnage workloads of these activities and an 
approximate indication of the amount of matériel at them. Our 
bases, that is each of the tactical bases, have about 90,000 square feet 
of closed storage space to support that activity. Erding Air Depot at 
the present time has about 800,000 square feet of storage space, covered 
storage. They have only 674 feet of dehumidified or air conditioned 
storage. Erding also utilizes about 114 million square feet of open 
storage. As to Air Force occupied space in Army depots on the Con- 
tinent, at the present time, we are using about 600,000 square feet of 
space for all technical service material, that is the Army is providing 
us that much storage support. In addition they are providing us 
with about 2 million square feet of open storage space. 


AIR FORCE ASSUMPTIGN OF COMMON SUPPLY FROM ARMY 


I know you will be interested in the reasoning relative to assumption 
or possible asumption of the tech service type support job by the Ai 
Force. Likely you are wondering as to Air Force policy to some ex- 
tent, and its intentions relative to this effort. Of course, subject to the 
approval of the Secretary of Defense and specific directives from the 
Department of the Air Force, to that extent we will take on the job 
if we are so directed. So far we have received directives in substance 
as follows: We are to plan on assuming these tech service support 
functions according to the following date schedules: 
Quartermaster, excluding rations and POL, October 1, 1951. That 
date is passed. We have not assumed the complete job for the very 
simple reason that we didn’t have enough physical plant. The Army 
is still providing support to a large extent for that material. 
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Chemical, Signal, and Transportation, June 30, 1953. 

Ordnance and Engineer, June 30, 1954. 

I think you understand the necessity of an early decision on this 
problem. We have asked the Air Force to give us an early decision: 
Are we actually to take on this load? We must have an early decision. 
You don’t create these facilities, units, and stockages overnight. It 
takes many months. The lead time on construction alone is 12 to 18 
months at the minimum—after you have entrance rights, you have the 
funds, and you are literally ready to go ahead. 

We hope we will have an early decision from the Air Force in the 
next few days as to whether or not we are to build depot facilities to 
support ourselves entirely in France on tech service matériel, or 
whether the Army is to provide that support to us. At the present 
time the Army facilities being developed in that area are not designed, 
organized, or manned to provide distribution support in that area. 

Mr. Brownson. Colonel, do you include these quartermaster sup- 
plies when you describe this tech service matériel ? 

Colonel Dyer. Yes, sir; if we are to assume this burden in France, 
we feel very strongly that we should do it at an early date for the 
simple reason that the job is much smaller now than it will be 2 years 
from now. It will be less disruptive at the present, the actual phys- 
ical workload of the job of transferring is much easier, and above all 
it will avoid the disruption of facilities, that would occur if the Army 
is to continue, say for 2 years, and we were to take it over then. 

No doubt you would like to know what our feeling is or how we 
think about the practical and economical aspects. Of course we 
feel that we must have an early decision on it. Inthe meantime we are 
planning on the basis that we are to take on that load. The Army 
does not plan to provide for the distribution support in the area; and 
we feel that we will have to have support in the France area because 
the bulk of our build-up is in that area rather than in the German 
area, 

The Army support requirement now and for the future, I think, is 
in agreement with that concept. In other words, I think they are on 
sound ground in providing their distribution depot support * * *. 
It is not economical in our estimate to support our units from Germany. 
It is certainly not strategically effective or sound. If the Air Force 
takes on its own support job for tech service type matériel in France, it 
has other advantages; among them are as follows: Our units can 
obtain complete support from one source and under one set of operat- 
ing procedures, which under other conditions they cannot do. We can 
ship air units between our major areas, north Africa, and United 
Kingdom, France, and Germany areas, and not subject them to entirely 
hew support procedures and operating details. That is very neces- 
sary, especially in wartime. We have people who have a lzmited level 
of training, limited understanding of the support-problem require- 
ments, and we don’t want to impose upon them any additional require- 
ment to reorient and retrain those people. We would have enough job 
fighting a war, without training people. This command could develop 
and administer an integrated and balanced support system for all the 
areas in which we operate, not a peculiar one for this area and a 
different one for another area. It would give us a means of effective, 
centralized administration and control over those items, which we 
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can’t now do. We have to have a support system of one type in United 
Kingdom and north Africa, and a different type system on the Conti- 
nent at the present time. We would have a system, in our estimate, 
that is fully adequate for a wartime base of operations and for 
expansion. The system we develop now certainly must be suitable 
for a war base. We sincerely believe that we can do the job if we 
are called upon to do it just as economically and as effectively as the 
Army can do it for us. By assuming our own support on the Conti- 
nent, we could develop experience and techniques relative to support- 
ing ourselves in areas where the Army has no forces. We have to do 
that at the present time in United Kingdom and north Africa. 
However, sir, we can get that experience on a sound, practical basis. 
By assuming our support job we are assured, of course, that it is 
directly responsive of our operating missions and our command struc- 
ture or organization. Thank you. 

Mr. Donouvr. Have you completed your statement, Colonel Dyer? 
Colonel Dyer. Yes, sir. 

Mr. Dononvr. At this time the hearing will recess for a period of 
minutes. 

(Whereupon the hearing recessed for 5 minutes. ) 

Mr. Dononve. I would like to suggest at this point to you ladies and 
gentlemen present that the members present here, conducting this 
hearing, are of a subcommittee of a House Committee on Expendi- 
tures in the Executive Departments. This subcommittee is headed 
by a very distinguished gentleman, the Congressman from North 
Carolina, Mr. Bonner. It is quite unfortunate that he is not present 
this morning, due to an illness that he contracted sometime yesterday 
that resulted in a temperature, and on the advice of medical author- 
ities, it is necessary for him to be hospitalized today. I am merely 
here in a substitute capacity, and a very poor one, that I know. The 
other members of the subcommittee are as follows—and I would like 
to introduce them at this time: Mrs. Harden, Congresswoman from 
the State of Indiana; Mr. Dorn, from South Carolina; Mr. Brownson, 
from the State of Indiana; Mr. Lantaff, from Florida; and Mr. 
Meader, from the State of Michigan. Also present with us today are 
members of the staff of this subcommittee: Mr. Kennedy, our counsel ; 
Mr. Roback, one of the committee’s staff and advisers; Mr. Ward, 
representing the Bureau of the Budget, which agency has loaned him 
to this subcommittee in an advisory capacity; we have also present 
with us the members of the clerical staff, Mrs. Davis and Mrs. Zue. 
And, last but not least, our liaison officer, Gen. Clarence Fenn. Also 
two members from the General Accounting Office, Mr. Cartwright and 
Mr. Seymour. Now that you know us all, we will proceed. 
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DIRECTIVES RE STOCK SEGREGATION 
Colonel Dyer, I think in the course of your remarks you referred to 
a directive which was sent to you by Secretary Lovett. Do you have 
a copy of that with you? 

Colonel Dyer. The 17 July directive ? 

Mr. Donouve. The last one. 
Colonel Dyer. That is the last one, I believe, we have. 
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Mr. Donouve. Can you give us in substance what that directive 
contains ? 

Colonel Dyer. In essence it says there will be no transfer of technical 
service support functions between the services without his specific 
approval which has not already taken place. It says in addition that 
investigations and surveys will be instituted by the Department of 
Defense to determine the feasibility of single service support assign- 
ments among the services. 

Mr. Dononvur. Now you received another directive that was just 
prior to that one, did you? 

Colonel Dyer. Which one do you have reference to ? 

Mr. Dononvr. Mr. Brownson, can you 

Mr. Brownson. The area of agreements which had already been 
made between the Air Forces and the Army prior to the July 17 di- 
rective, the directive which you outlined with the target dates for 
taking over the various 

Colonel Dyer. Oh, that particular directive came to us, of course, 
on Air Force headquarters letterhead stationery, and I would assume 
that it came from the Secretary of Defense. I have no absolute know]- 
edge as to its source but we received it from the Department of the 
Air Force. 

Mr. Brownson. Was it classified in any way / 

Colonel Dyer. It was restricted or—no; it was unclassified. 

Mr. Brownson. Could we have a copy of that directive for the record 
at this point ? 

Colonel Dyer. Yes, sir. 

Mr. Dononvr. And would you give us the substance or the essence 
of that particular directive ? 

Colonel Dyrr. Yes, sir. The 8th of June and March 13 letter—and 
a 13 April memo from Air Force headquarters; subject, assumption of 
bulk storage and maintenance responsibilities 

Mr. Dononvr. Pardon me, Colonel. Would you give us the year? 

Colonel Dyer. 1951, sir. It states that the commanding general of 
Air Matériel Command, United States Air Force, has been instructed 
to plan for the assumption of bulk storage and maintenance respon- 
sibilities for essentially all that is now provided by the Army for the 
Air Force in the zone of interior, planning instructions only in that 
particular case, It stated in essence that it was Air Force policy to 
begin assuming these responsibilities according to the needs which I 
have already mentioned to you. (See W iesbaden Exhibit 4, p. 1006.) 

Mr. Donouvr. Would you mind repeating it 4 

Colonel Dyer. Those dates are October 1, 1951, for Quartermaster- 
type matériel excluding rations and POL; by June 30, 1953, for Signal, 
Chemical, and Transportation ; by June 30, 1954, for Ordnance and 
Engineers to the extent that it is not already in the Air Force system. 
As far as Ordnance is concerned, a considerable portion of ours support 
requirements are peculiar to the Air Force; in other words it is ma- 
tériel that is not needed by the Army. 

Mr. Dononvr. How long have you been over here, Colonel ? 

Colonel Dyer. Since about July L 

Mr. Dononvr. Of this year? 

Colonel Dyer. Yes, sir. 
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Mr. Dononve. In other words, you have been over here, July, 
August, September, and October—4 months. 

Colonel Dyer. Yes, sir. 

Mr. Dononvr. And what were your duties prior to coming over 
here ? 

Colonel Dyer. I was assigned to the Munitions Board staff, sir, as 
Chief of the Matériel Control Division. In that capacity I had imme- 
diate responsibility for the technical details relative to interservice 
coordination and cooperation in supply support. 
















SINGLE SERVICE SUPPLY OF COMMERCIAL TYPE ITEMS 
Mr. Dononve. Now, as a result of your background and experi- 
ence, is it your opinion that the Air Force would be better served, 
efficiently and economically, by having your own supply support? 

Colonel Dyer. In certain respects, that is for certain types of maté- 
riel, yes. 

Mr. Dononve. To be more specific, would you state in what respects? 

Colonel Dyer. Insofar as the most common type of matériel is con- 
cerned, that is that has commercial standards, 1s commercially star d- 
ardized and used by all three departments, I see no objection to having 
the support come from one department for all three departments. 

Mr. Dononvr. Would you go further and give us items that might 
have a standard commercial use? 

Colonel Dyrr. Subsistence is a prime example. Petroleum products 
are another; medical supplies, other than military-peculiar items, pos- 
sibly can be embraced in the same manner. 

Mr. Dononvr. But everything else you felt that the Air Force 
should procure them and should use them within their own economy ! 






















SEPARATE AIR FORCE DISTRIBUTION SYSTEM 
Colonel Dyer. I'd like to clarify the point to this extent: I was not 
including procurement in my remarks. I am a firm believer in single- 
service procurement assignments. As far as the operating distribution 
depots are concerned, I think there is no question about the Air Force 
capability to serve itself equally as well as receiving the service from 
another department. I think, in fact, we can support ourselves more 
effectively by reason of the fact that we don’t run into contradictions on 
priorities or technical procedures; we are not supported by different 
procedures and operations according to the different areas in which 
we operate, which will vary from the areas in which the other services 
operate. 

Mr. Dononvr. In other words, from the standpoint of supply man- 
agement and control and distribution, it is your opinion that each one 
of the services should operate their own organization in that regard 
and respect. 

Colonel Dyer. Certainly for all peculiar-type matériel and for all 
border-line type matériel; as far as distribution depots are concerned 
now. I am not talking about basic or back-up depots that are not in 
direct support of a using unit, and I am not talking about centralized 
single-service procurement. I am talking about the furnishing of the 
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matériel to the user, and the immediate management control over that 
matériel. 

Mr. LantaFr. Mr. Chairman, would the gentleman yield at that 
point for a clarifying question ? 

Mr. Donouve. Yes. 

Mr. LantarF. If you are in favor of single-service procurement, 
just where do you think, once the item is procured, that it should 
leave the single-service channel and go over into the Army-Air Force- 
Navy channel for distribution ? 

Colonel Dyer. Now we will have to take a specific type of matériel 
{o answer your question I think in a specific sense. 

Mr. Lantarr. Let us take something like typewriters and paper, 
things that are used commercially, that are used in all three armed 
services on the Continent. 


ZI DEPOTS COULD FURNISH COMMON SUPPORT 


Colonel Dyer. If there are standard specifications and standard 
nomenclature and cataloging identification, I see no objection to hav- 
ing your zone-of-interior depots furnish that type of support in com- 
mon to the activities in the zone of interior. ‘And certainly those same 
depots would provide the back-up support in overseas areas. In 
operating those depots they must be susceptible to the influence and 
administrative control of each of the services interested in that sup- 
port. That certainly wouldn’t—I couldn’t endorse that principle 
with respect to anything that is peculiar or has a semblance of pecu- 
liarity; or on which you don’t have uniform specifications, or uniform 
procedures of identification, or uniformity in the budgeting and financ- 
ing for that material. 

Mr. Brownson. In other words, your original illustration that you 
wave a few minutes ago—you adhered pretty well to the plan which 
has been outlined in stating that the quartermaster items which you 
thought could be made an exception would include your subsistence 
items and your POL and your medical supplies which are not covered 
hy the Secretary of Defense directive. What would you do with your 
items in between? Like the typewriters, and handtools, the brooms 
and brushes, and typewriter paper, and that vast myriad group of 
administrative supp ies which are required by all three services? 

Colonel Dyer. First, I want to preface my remarks to this extent: 
| am expressing my own personal views on these points, and I hope 
you will take them in that manner. They aren’t necessarily the views 
of this headquarters or the Air Force organization. 

Mr. Dononve. Well, now, pardon me. The statement that you gave 
us was not edited by your superiors? 

Colonel Dyer. Yes, sir; it was reviewed by them. 

Mr. Dononve. And did they approve the statement that you were 
coing to give us? 

Colonel Dyer. Yes, sir. 

Mr. Dononvr. When you say that those ideas are peculiar to your- 
self, you don’t—— 

Colonel Dyer. No; I am thinking of the—— 

_ Dononvue. Actually mean that from the standpoint of our 
record ¢ 
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LIMITATIONS ON CONSOLIDATED DEPOT SUPPORT 


Colonel Dyrr. Not for the presentation part, but the specific answer 
to this specific question, Mr. Donohue, only. He asked, I believe, the 
limitations on this line of action, that is, consolidated depot support, 
and I feel there are practical limitations on it. Those items on which 
you have common identification, common stock numbers and specifica- 
tions, are susceptible technically of centralized support, that is support 
by one service for all three. It is necessar y that you have uniformity 
in the budget and fiscal practice before it becomes practicable. Now 
the question arises, is it practicable from an effectiveness standpoint / 
I think it is. Ina large range of items of this character, by putting 
them under a revolving-type stock-fund account wherein one service 
buys the whole of the requirement, maintains the operating depot 
stocks, and sells to the using service against appropriated funds and 
specific requirements at the major bases, and sells to the overseas 
activities. Does that answer your question, sir? 

Mr. Brownson. Yes; that is exactly what I wanted to know. And 
in that category you would include the type of things which I used as 
an illustration ? 

Colonel Dyer. I think they are susceptible; yes, sir, I do. 

Mr. Brownson. Thank you. That is all I have, Mr. Chairman. 

Mr. Dononvr. Do you have any questions, Mrs. Harden ? 

Mrs. Harpen. Yes, I do have, Mr. Chairman. Colonel Dyer, what 
size can of paint do you refer to? 

Colonel Dyer. In that instance, I used a hypothetical case. It 
ro be a gallon, or a pint, or a 500-gallon tank. I used, mentally, a 

gallon can. Suppose the shop uses 1 gallon per day. You could 
well use a hypothetical case of a 50-gallon drum or 10 50- gallon drums. 

Mrs. Harpen. But you used a 1- gallon can? 

Colonel Dyer. I used a 1-gallon can in that ease. 

Mrs. Harpen. Thank you. Several of my questions have been 
answered. That is all I have. 

Mr. Dononvr. Mr. Lantaff ? 

Mr. Lanrarr. Colonel, first I would like to say that I think your 
presentation was excellent and you did a very commendable job. 
Your charts were very good, and I think would be beneficial to have 
in the record of this committee. I am wondering if it would be pos- 
sible to have small photostats of those charts so that they could be 
included in the record ¢ 

Colonel Dyrr. Most of them I can’t, sir. There are two of them, | 
believe, that are in a restricted category that are not available for 
publication. J will be glad to furnish copies of those to the subcom- 
mittee for your own use, but those that are stamped “Restricted” 
cannot be published. 

Mr. Dononvr. Yes. Well, if you will furnish us with as many as 
you can of the photostats—— 

Colonel Dyer. Well, those that have a restricted stamp are auto 
matically self-explanatory as to which you can publish and which 
you can't. I will furnish you copies of them just as soon as we can 
get them duplicated, and I will be at the presentation which the Army 
will make and I will furnish them there, or in advance of that date. 
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THIRD PIPELINE FOR COMMON ITEM (PAINT) 


Mr. Brownson. Colonel, with reference to our pipeline, if we 
assume that an Army overhaul shop also needs one can of paint a 
day, and a Navy base also needs one can of paint a day, theoretically 
we have then three seperate pipelines to furnish those three cans of 
paint to those installations. 

Colonel Dyrr. Yes, sir. 

Mr. Brownson. So that in those three pipelines, we would have 3 
times 335 cans of paint, roughly, in the pipelines in order to get out 
3 cans of paint—or in excess of a 1,000 cans for 3 cans of paint. Do 
you think it would be possible, on a common-use item of that kind, 
to keep consolidated the one pipeline down to, we'll say, for example, 
the base operation or to the major-shop installation, so as to eliminate 
many of the reserves that have to be carried in the pipeline? Obvi- 
ously you wouldn’t have to carry as much in reserve if you had a con- 
solidated pipeline as you would for three separate pipelines. In other 
words, if you were carrying 90 cans of paint in your base to furnish 
a Navy installation, an Army installation, and an Air Force installa- 
tion, in my opinion—and I don’t know—you wouldn't have to carry 
45 cans of paint as a reserve, would you ? 

Colonel Dyer. I think so. I think I can point that fact out to you. 
This item, under the conditions which I named to you, common identi- 
fication, common financing, and common administrative procedure, 
can be supplied through one so-called pipeline. It is technically 
possible. Now whether or not it is operationally practical and desira- 
ble is another issue entirely. As to the technical capacity, it can be 
done. Now whether or not by consolidating you are going to reduce 
these figures, I think I can state categorically it will not reduce these 
figures. Lf, under current practices, you are actually carrying in excess 
of this, it can be reduced to that extent, but if you superimpose three 
cans here, I don’t care whether it comes from three channels or one 
channel, the requirement is tripled. The requirement here is tripled 
and here and here. These are minimum requirements 

Mr. Lantrarr. But your safety factor doesn’t necessarily have to be 
increased in proportion to your requirements, does it ? 

Colonel Dyrr. The safety factor is based upon a very basic con- 
sideration. How accurately can you estimate your usage? In other 
words, how much variation takes place? That is one factor. The 
next factor that is carried in that safety factor here: What is the 
chance of disruption in that supply between the points involved here / 

Mr. Lanrarr. Aren’t you providing better for those contingencies 
by having a larger supply of that common-use item on hand so that if 
an Air Force shop in one month happens to exceed its requirements 
that you have on hand a larger reserve— 

Colonel Dyer. Theoretically on the wider basis of operation your 
chances of running out are Jowered in proportion to the increase of 
the size of the stock that you carry. It is a basic law of diminishing 
returns, your capacity of operating within a given range of items. 
Yes, in theory you are absolutely right. But as a practical matter 
in this specific case, here, since these are minimums, you would not 
reduce these. If your actual stock level exceeded these, there would 
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be a capacity to cut down. I gave you the minimum levels which ar: 
our current directives and policies—— 

Mr. Lanrarr. Yes. Well, now, carry—— 

Colonel Dyer. To give you an example of what the build-up require 
ment was, for that service. 

Mr. Lanrarr. Going one step further, would it be possible to elim 
inate the warehousing requirements, the administrative overhead re- 
quirements, 2nd the other costs incident to maintaining a separate 
pipeline by having this single pipeline, say, for these 38 percent of 
common-use items that you have, where you have a unified supply 
system; and then at some point, either the base point or the shop point, 
that they are split up for distribution. In other words, you have 
logistic support provided by an integrated unit for all of these 
common-use items. Do you think that there would be any saving in 
that type of operation ? 

Colonel Dyer. I will qualify my answer only to this extent: If the 
volume of business warrants the establishment of a separate line of 
support, there is no saving involved in my estimate. If your rate or 
volume of usage is so low that you cannot afford to build a separate 
supporting line, certainly it is advisable to do it. In other words, 
as your quantity of usage here, and here—if this is the distributing 
point, in turn supported by this depot—is sufficient to support and 
warrant a standard size depot here, and a standard size base here, | 
don’t feel that there is any appreciable savings involved in it at all. 
But if the requirement from here down is so small that you can’t afford 
to set up a major depot facility, yes, there is a saving, there is a very 
definite saving. 

Mr. Dononver. Have you had any experience with this new medica] 
supply set-up that is now being put into effect ? 

Colonel Dyer. You mean the experiment to support all Army, 
Navy, and Air Force activities in one area ? 

Mr. Dononver. That is right. 

Colonel Dyer. I am not a medical supply man. I know of it in 
general terms. 1 am not acquainted with the specific details unde: 
which that experiment is being carried out. 

Mr. Dononve. You are not sufficiently familiar with the system 
in theory as it is drawn up, or practical application, to make any 
comment on it ? 

Colonel Dyer. I believe I am not. I am not acquainted with the 
financial procedures under which they will operate, or the specific 
technical procedure of the supply and resupply to those bases. 

































SEPARATE VERSUS COMBINED PIPELINES 





Mr. Lanrarr. Why do you think that the operational efficiency of 
the Air Force will be increased by having its own pipeline for 
chemical supply ? 

Colonel Dyer. I presume you are speaking of the common type 
chemical matériel ? 

Mr. Lantarr. Well, it is my understanding that you have a plan 
for taking over the distribution and supply of all chemical itenis 
as of June 30, 1953, at least that is the target date, and how do you 
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think that that would increase the operating efficiency of the Air 
Forces ? 

Colonel Dyer. Well, the chart I showed you on specialized, cen- 
tralized administrative control 

Mr. Lantrarr. The parachute chart? 

Colonel Dyrr. Yes; the same principles apply with respect to any 
other item. If we don’t have the capacity to administer that item 
for our whole area, and for our mission as a whole, we have the con- 
tradictions inherent in our system which prevent us from issuing this 
unit its support under the same procedures and standards as the 
unit in the other area which is supported by a different system. 

Mr. Lanvrarr. Well, suppose you have a theater logistical support 
with one operation, one depot for all chemical items supporting the 
Army, Navy, and Air Force, with a single pipeline to the operating 
units, patterned and set up on the same basis that you have set up 
here for parachutes. Now why wouldn’t that work ? 

Colonel Dygr. It will work, basically. Bear in mind the practical 
facts of life, though. ‘The support down here is solely an Air Force 
requirement, and at the present time it is solely an Air Force require- 
nent here. They cannot be supported as a practical matter from the 
depot here in this area, or from the depot in this area here. 

Mr. Lanvarr. No, but if one unit in the theater is planning the logis- 
tie support for all units, why you still have your flexibility in your 
over-all planning and you utilize available stocks to better advantage 
than if you have three separate services ali planning for their own 
requirements and all planning for their own desires. 





FACH ARMY TECHNICAL SERVICE SUPPLY PROCEDURE DIFFERENT 


Colonel Dyer. Another difference, too, in this thing here, we oper- 
ate under one completely uniform system in the Air Force, that is the 
matériel is in the Air Force system. To the best of my knowledge, the 
Army technical services still have basically different procedures in 
the techniques of administering and controlling their matériel. I know 
the Army is desperately trying to standardize that procedure. It is a 
long effort. I am fairly well acquainted with it. How far they have 
progressed on it, don’t know. But the fact remains they do have those 
different procedures, the different standards. So our units that are 
receiving support from the Army must operate under each one of those 
variations. 

Mr. Lanrarr. Well, from all I have seen, it would seem to me that 
maybe there are some hardheaded people in the Army who just don’t 
want to change to provide a logistical system that will provide maxi- 
mum support for Air Force. But is there any reason why both Army 
and Air Force procedures cannot be changed and made uniform by 
ach side giving in a little bit so that you don’t have the triplication 
of these pipelines? 

Colonel Dyer. Certainly, in theory, those procedures can be 
changed. But it is not so easy to change those procedures as one might 
think. Just take the requisitioning procedures as an example. ; 

Mr. Lanrvarr. Well, why can’t you have fairly uniform type requisi- 
tions? Why does each service have to have a separate type of requisi- 
tion form? Why do they have to have separate fiscal policies? 
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APPROPRIATIONS STRUCTURE AFFECTS SUPPLY ACCOUNTING 


Colonel Dyer. The requisition—all right, now, for instance, as to 
fiseal policies and procedures for accounting: Those are based upon 
the appropriation act. The procedures 

Mr. Lanrarr. All right 

Colonel Dyer. Laid on to the departments by which they must 
account for their matériel under different type of subhead appropria- 
tions and account heads. Until such time as those account heads— 
in other words your appropriation and accounting act requirements 
on the departments are uniform, our fiscal procedures cannot possibly 
be uniform. So much 

Mr. Lanrarr. Well, it seems to me that that is a very simple thing. 
It is just a question of making them uniform, isn’t it ? 

Colonel Dyer. I am willing. I am all for it. Just as fast as our 
technical people and the Bureau of the Budget and our own Comp- 
troller in the Department of Defense want to standardize those pro- 
cedures, I think we will be materially—— 

Mr. Lantarr. The first thing that needs to be done, then, it is to 
standardize fiscal policy and accounting principles within the three 
service groups. 

Colonel Dyer. That is right; fiscal policy. I include in that the 
appropriation account heads and the accounting procedures, and so 
forth. 

Mr. Lantrarr. Well, that has probably grown up differently through 
custom and there is no reason why it couldn’t be 
Colonel Dyer. It has, by far and large, it has, through custom. 

Mr. Lanrarr. Now, what is the second instance, the second pro- 
cedural difficulty that prevents integration of this supply ? 














REQUISITIONING PROCEDURES DIFFER 


Colonel Dyrr. Well, we were going to discuss for a moment the 
requisitioning- 

Mr. Lanrarr. All right—— 

Colonel Dyer. Difficulty, just as a specific example. The requisi- 
tioning procedure grew up in a similar manner over a long period of 
practice. There were sound reasons behind those practices in my est- 
mate. I don’t know all the reasons why the Army followed a particular 
procedure and why the Air Force followed a particular procedure, 
but certainly they followed those with an understanding that it 
was the best to serve their particular needs. It was their judgment 
of the procedure. But the fact remains that it exists, it is embedded 
and ingrained in the whole administrative procedure. It is not just 
a document or a form. That is just a piece of paper. It is repre- 
sentative of a whole series of interrelated actions. A requisition docu 
ment not only contains a request for matériel; it contains on it in 
many instances planning information which is assembled at another 
point in the system. How much do you have on hand?) How much 
do you require? How much have you used in the past 90 days? What 
are your safety factor requirements, etc.?- One document of the Arm) 
may contain essentially a different set of information than a so-called 
requisition document in the Air Force or a requisition document from 
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the Navy. If you change the one document in the Air Force to coin- 
cide with that same document in the Army or the Navy, you have in 
essence changed a basic management document that carries essential 
information throughout the whole management system. 

Mr. Lanrarr. Well, essentially your principles of supply manage- 
ment, your reserves—your carrying of reserves, the number of days of 
supply that you need on hand, and that planning information: Es- 
sentially in one way or the other the Army is going to get it, either 
through that or another set of papers, and the Navy is going to want it 
through one paper or several papers. And isn’t it probably true that 
if the Air Force, being a comparatively new service within its own 
right, should develop a system that was good and which you thought 
was good, that there might be some reluctance on the part of Army 
supply people to adopt it ? 

Colonel Dyrr. No, I don’t think so. The Air Force system is not 
new inthis sense: The Air Force has been supporting itself for 
peculiar material 

Mr. LanraFr. Peculiar 

Colonel Dyrr. Since 1926, if my memory is correct. Those prac- 
tices in the Air Force have grown up 











REQUIREMENT FOR UNIFORMITY THROUGHOUT THE THREE SUPPLY SYSTEMS 


Mr. Lanrarr. Is there any reason why the document, the requisi- 
tion form, you use in the Air Force wouldn’t be adaptable to—with 
some slight modfiications perhaps—to Army requisitioning methods 
or Navy requisitioning methods? 

Colonel Dyer. We feel that they can be applied, but in applying 
them you have to go through the whole administrative and manage- 
ment procedure of the Army or the 

Mr. Lantarr. All right 

Colonel Dyer. Navy, whichever one it is. 

Mr. Lanrtarr. All I am saying is that if you get an Army, Navy, 
and Air Force man around the table and say: Look, fellows, you 
have got three separate forms here. We want you to come up with a 
single form you can use in all three services. Is there any reason 
why they can’t do it? 

Colonel Dyer. You can change that form, but when you change that 
form—before you put it into effect you have got to go back and change 
the stock accounting form 

Mr. Lantarr. All right 

Colonel Dyer. And the fiscal form.’ 

Mr. Lanrarr. But is there any reason why that can’t be done? 

Colonel Dyer. No, theoretically it is possible. It is a practical and 
major workload. I will have to advise you that it is a major workload 
to undertake the change of all your documents, all your technical man- 
uals, your schooling, your people have to be—your people have to 
be reoriented on the whole procedure. 

Mr. Lantarr. I can understand that, but we are using those admin- 
istrative difficulties as justification for setting up a third pipeline, and 
the concern of this committee in that problem is well borne out by the 
fact that at the end of the last war there was more matériel and 


63 

















94756—52 





972 FEDERAL SUPPLY MANAGEMENT 


equipment in the pipeline, in the two pipelines than had been used 
and consumed in 4 years of war. 

Colonel Dyer. I don’t—I hope I haven’t left the impression that 
the Air Force approach to this thing is based primarily on that tech- 
nical difference in procedure. 

Mr. Lanrarr. No; I understand that that is just one factor—— 

Colonel Dyer. That is just one factor to be taken into account. 

Mr. Lanrarr. I understand that. 

Colonel Dyer. The cost and the complexity of effecting the change 
in time. I am all for making those changes but that takes a long 
period of time. 

Mr. Lanrarr. Well, getting back to my other question, why do 

you think the operational efficiency of the Air Force will be increased 
y handling its own items of chemical supply ¢ 


ARMY PERFORMANCE IN SUPPLYING AIR FORCE 


Colonel Dyer. One of the factors is it would give the matériel—I 
mean make the matériel directly responsible to the using activities. 

Mr. Lanrarr. In what respect does the Army chemical service fail 
to supply the Air Force with chemical items, and if there are any 
specific examples, in what way has it adversely affected the operating 
efficiency of the Air Force ? 

Colonel Dyer. I have not stated they have failed to supply them. 

Mr. Lantarr. No; no; I know you hadn’t; but if we are setting up 
a new chemical service for the Air Force, the obvious reason for it 
is the fact that the chemical service, as it is now existing, is not sup- 
plying the Air Force properly, or else there would be no reason for 
setting it up. Now, do you know of any way that the chemical service 
of the Army has not supported the Air Force logistically ? 

Colonel Dyrr. To answer your question directly, I have no specific 
cases in mind. I have in mind only some very serious conflicts that 
arose in this area during the last war wherein our relative priorities 
of demand were in conflict against a lot of matériel, a quantity of 
matériel that was insufficient to support both of our needs in terms 
of time and place. 

Mr. Lantarr. Do you have some specific examples ? 

Colonel Dyer. I have none ready. 

Mr. Lanvarr. Do you have any specific examples of how the Army 
signal service has failed to support the Air Force logistically in this 
theater? 

Colonel Dyer. I have no specific examples. 

Mr. Lantarr. Do you have any specific examples of how the Army 
ordnance has failed to support the Air Force logistically ¢ 

Colonel Dyer. No; I have none, no specific examples, to answer 
your question directly. 

Mr. Lanrarr. Do you have any information or specific examples 
as to how the Army engineers have failed to logistically support the 
Air Force? 

Colonel Dyer. Not in the specific-item sense in which you are 
interested. 
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CONSTRUCTION FOR AIR FORCE BY ARMY ENGINEERS 


Mr. Lanrarr. My understanding is the Army engineers are build- 
ing these various bases and installations for the Air Force. Do you 
know of any difficulty that the Air Force is having with the engineers 
in the construction of those bases, or are they performing in as effi- 
cient a manner as if those people were wearing blue uniforms? 

Colonel Dyer. They are doing a good job to the best of my know]l- 
edge. Take the North Africa case as an example. There is a small 
Army unit down there that is advising a group of civilian contractors. 
A very close liaison is maintained between that Army activity and our 
people. I think they are fairly well informed, each with the views 
of the other. Yes; there have been specific instances of disagree- 
ment on which building is to be built first, and maybe we wanted this 
particular building built first, and the engineer says no, if I move 
my people over to do that, it will disrupt my whole schedule. Yes; 
we have instances of disagreement. 

Mr. Lantarr. You would probably have the—— 

Colonel Dyer. We'll have them again. 

Mr. Lanrarr. Probably have those same disagreements if you had 
an Air Force Engineer Corps because the tactical operating elements 
might want one thing and they might for their own purposes want to 
do it another way. 

Colonel Dyer. Yes; but there would be difference there in it, and 
the case of its being built by an Air Force engineer. The using organ- 
ization would have the power of decision as to whether or not the 
change was necessary, whether or not the disruption was warranted. 
In the case that exists at the present time the Army engineer has the 

ower of decision unless we can go back to the Air Force and the 
Jepartment of the Army for a decision. 

Mr. Lantrarr. You think that 

Colonel Dyer. It means we have to go back clear there for decision 
in case of a basic disagreement. 

Mr. Lantarr. Do you think that—— 

Colonel Dyer. In the other case we wouldn’t. It would be a local 
matter and it would be settled on the spot. 

Mr. Lantarr. Do you think that that problem could be solved 
equally as well by integrating into the Army engineers Air Force 
personnel, perhaps providing for unified or integrated control so that 
the Chief of Engineers might equally be an Air Force general as an 
Army general ? 

Colonel Dyer. I would like to refer that question to our Air instal- 
lations man here. I am not overly familiar with the administrative 
problem of the personnel involved in this. I ama supply man and not 
t pesnae eanpecren man. 

Mr. Lantarr. Do you think that it might evolve a more workable 
engineer corps if you did have those people integrated, your Air Force 
people integrated right into the Army engineers ? 

Colonel Dyer. Would that be an integration or rather just an elimi- 
oe the Air Force engineers and assigning the whole job to the 
Army ? 

Mr. Lanrarr. Well, I don’t care what title you give it or whether 
you give them a new gray uniform to wear, but have one service, one 
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engineering service perform it for all of them. You wouldn’t have 
to call them Army or Air Force, call them whatever you might want 
to call them. 


CONSTRUCTION ENGINEERS FOR THE AIR FORCE 


Colonel Dyer. Well, personally, I feel that it is very essential that 
we have what you might refer to as a corps of engineers or a group 
of people that is qualified in aeronautical engineering construction 
problems. They must be acquainted from actual experience, and in- 
doctrination and philosophy on Air Force requirements for base de- 
velopments, and for base repair and maintenance. The Army re- 
quirement varies from ours. Our requirement varies from theirs, 
But if they are all subjected to one doctrine, one technique, then it’s 
going to be reflected by the service providing those people. In other 
words, they owe allegiance to that service and to that service only. 

Mr. Lantarr. Well, I can well understand your point, and that is 
why I mentioned that perhaps the problem could be solved by inte- 
grating in the engineers Air Force personnel who had an understand- 
ing of that problem. 

Colonel Dyer. For factual knowledge, as to it, I would like an- 
other gentleman to discuss it here. How about you, Colonel? Do 
you want to say a word on that? 

Colonel Maurer. Well. that is—— 

Mr. Donounve. Give your full name, sir. 


STATEMENT OF COL. L. C. MAURER, DEPUTY CHIEF OF INSTALLA- 
TIONS DIVISION, UNITED STATES AIR FORCES, EUROPE 


Colonel Maurer. Before I make any statement on that I’d like to 
correct for the record what might be a false impression, At the pres- 
ent moment the only construction work that is being handled by the 
Corps of Engineers for the Air Forces in Europe is in French Morocco. 

That is the only place where we are getting construction service 
from the Chief of Engineers, on that particular job down there. In 
the United Kingdom, for example, and also when we get into the pro- 
gram in France, which we have just started on, the governmental 
agreements in those cases are such that the actual construction work is 
performed by public works agencies of the French and English Gov- 
ernments, so therefore the Corps of Engineers as such doesn’t really 
enter into that picture. 

Now on the other point, I don’t feel really qualified to make a state 
ment on whether the integration of the Air Force people into the Corps 
of Engineers—I think the record of the last war will show that was 
largely done, and subsequent to the war the Corps of Engineers, be- 

-ause of the shortage of installations people in the Air Force 

(Wire recorder roll changed at this point.) 

Colonel Dyer. Largely by leased space. At the present moment it 
doesn’t include that requirement. That is part of the question that 
4 mentioned we had asked Air Force, for specific decision and policy 

irection. 


COST OF CONSTRUCTION OF DEPOTS FOR COMMON ITEMS 





Mr. Lantarr. Do you have a construction program in the planning 
stage, either to construct or acquire by other means warehousing 
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facilities for the common use items that you are taking over from the 
Army ? 

Colonel Dyer. Quartermaster type items? 

Mr. Lantarr. As to—— 

Colonel Dyer. To answer your question, the answer, I think, is yes, 
in this sense: We have been specifically directed to assume that load 
in this area for quartermaster type matériel. 

Mr. LantarF. I understand that. You are doing it by virtue of a 
directive. All I wanted to know is, in dollar terms now, how much 
will have to be spent by the Air Force here in order to carry out that 
directive to provide segregation of class II items? 

Colonel Dyer. I can’t give you dollar figures on it. I can give it to 
you in this sense 

Mr. Lanrarr. Square footage? 

Colonel Dyer. The square footage. 

Mr. Lantarr. All right. 

Colonel Dyer. The Quartermaster, the EUCOM Quartermaster, is 
now storing for us materials requiring approximately 355,000 square 
feet of covered space. Covered space—— 

Mr. Lantarr. 355,000 feet of covered space? 

Colonel Dyer. 355,000. 

Mr. Lanrarr. Square feet ? 

Colonel Dyrr. Covered space, to build it new, costs somewhere on 
the order of $9 a square foot. To lease it and to rehabilitate it costs 
ubout $1.35 for the first year for the leasing—35 cents for the leasing, 
and perhaps $1 for rehabilitation. The subsequent cost would be the 
normal maintenance cost, which is the same regardless of who runs it. 

Mr. Lanvarr. Right. 

Colonel Dyer. Or what it is used for. 

Mr. Lantarr. So that on a rough basis here, for your class II items 
alone that you have been directed to take over and segregate from 
Army class IT items, it will require, in order to implement that direc- 
tive, at least in excess of $3 million for new storage space if you build 
it, and considerably less than that if it is acquired by rental. 

Colonel Dyrr. That is approximately correct, sir. 

Mr. LanrarFr. Now do you know, on the other common use items 
that you are taking over, how much additional warehouse space will 
be required ? 

Colonel Dyer. I would like to add one piece of information on your 
statement about the cost of the project. The space that is vacated in 
the Army depots will be utilized by the Army to take care of its build- 
up so in fact it is not a duplication of space requirement. 

Mr. Lantarr. In other words, the Army would have to build addi- 
tional 

Colonel Dryrr. They are—— 

Mr. Lantarr. Warehousing space anyhow 

Colonel Dyrr. They are going to have to build additional depots, 
and are building them at the present time, or acquiring them by lease 
and rehabilitation, either new buildings, or leased and rehabilitated. 

Mr. Lanrarr. For fiscal year 1952, have you requested any appro- 
priation to build the needed warehousing facilities to take over these 
common-use items or to rent the needed space ? 

Colonel Dyer. Comptroller, will you answer that particular point? 
Or the engineer ? 
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STATEMENT OF COL. V. H. RUTHERFORD, CHIEF OF PLANS AND 
LIAISON, COMPTROLLER, USAFE 


Colonel Ruruerrorp. I am sorry, I cannot answer that question. 

Mr. Lanrarr. I wonder if you could get the answer to that question 
and put it in the record ? 

Colonel Ruruerrorp. I will be very happy to get it for the record 
(see Wiesbaden Exhibit 6, p. 1010). 

Mr. Lanrarr. That is all the questions I have, Mr. Donohue. 

Mr. Dononvr. Mr. Brownson. 


FERROUS AND NONFERROUS SCRAP 


Mr. Brownson. Yes. Colonel, I am particularly interested at the 
outset here in the salvage phase of your activities. How much ferrous 
and nonferrous scrap is generated by your command in the course 
of a month ora year? 

Colonel Dyer. Colonel Johnson, can you answer that question ? 


STATEMENT OF COL. GLENN R. JOHNSON, SUPPLY DIVISION, A-4, 
UNITED STATES AIR FORCES, EUROPE 


Colonel Jounson. The question was the amount? 

Mr. Brownson. The amount of ferrous metal generated by this 
command in one month, ferrous and nonferrous scrap. 

Colonel Jonnson. For the months of July, August, and September, 
through the Air Force bases and the depots that supported the Euro- 
pean Command, we generated 564 long tons of ferrous. 

Mr. Brownson. Do you deal with nonferrous? 

Colonel Jounson. Nonferrous was 191,000 pounds. 

Mr. Brownson. 191,000 pounds? 

Colonel Jonnson. Pounds. 

Mr. Brownson. Is most of that generated here in the German end 
of your operation, or is that generated 

Colonel Jounson. This figure is strictly within the German occu- 
pied zone on the basis of European Germany and the Erding Depot. 

Mr. Brownson. Do you have your figures on the scrap generated 
in the United Kingdom, too? 

Colonel Jounson. Nonferrous for the same months, July, August, 
and September, was 20,369 tons ; ferrous was 160,000 tons. 





DISPOSITION OF SCRAP 


Mr. Brownson. Now, let’s take this scrap that is generated here in 
Germany, what happens to that? 

Colonel Jounson. Under EvCom regulations, which we operate 
under here, that is reported to EuCom who then either makes a sale or 
determines what disposition is to be made of it. They direct us 
what action to take with that matériel. 

Mr. Brownson. Now what do they direct you to do when this scrap 
that we are speaking of is reported? The July, August, Septem- 
ber—in other words, what’s done with that specific quantity of scrap 
that we were talking about ? 
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Colonel Jounson. If it is sold within Germany, they handle the 
sale. If we are directed to return it to the States, we return it to the 
States based on EvCom’s directive. 

Mr. Brownson. Well, now, what I want to know is—you reported 
this apparently at the end of September—this tonnage that you have 
given to me, the tonnage that you had in Germany, and the tonnage 
that you had in the United Kingdom. Now, what I would like to 
know is has EuCom told you yet what to do with that scrap? 

Colonel Jounson. I cannot give you the answer; I'll get it for you 
(see Wiesbaden Exhibit 7, p. 1010). 

Mr. Brownson. And I’d also like to have, if you would prepare it 
for the record, a picture of the disposition which EvCom has di- 
rected of scrap over the past year. In other words, how much of it 
was sold in Germany, and was it sold to German industry, or was 
it sold to outside sources that came in and took it out of Germany, 
and how much of the scrap was returned to the United States ? 

Colonel Jonnson. [ll have to prepare it for you (see Wiesbaden 
Exhibit 7, p. 1010). 

Mr. Brownson. All right, that would be very fine. 


DIFFERENCES IN SCRAP DISPOSITION AMONG COUNTRIES 


Colonel, you were speaking about the HICOG directives as they 
affected your handling of scrap and the directives of the different 
countries in which you are operating, and the fact that it made the 
scrap-disposition problem entirely different in each country. I won- 
der if you could prepare for us a short summary of the difficulties 
which you are encountering in that direction. In other words—— 

Colonel Dyrr. I didn’t mean to imply that there were difficulties. 

Mr. Brownson. Well—— 

Colonel Dyer. I wanted to point out that there were differences. 

Mr. Brownson. Let’s say differences instead of difficulties. How 
the policy. as laid down in the United Kingdom affects your disposi- 
tion of scrap there; how the governmental policies of France affect 
your disposition there. Just a very brief outline so that we can in- 
clude that in the record at this point. 

Colonel Dyer. Yes, sir. It will be prepared. Colonel Johnson, 
will you put that in from the scrap section ? 


COMPARISON OF WARTIME AND CURRENT SUPPLY SYSTEMS 


Mr. Brownson. Now, there is one last question I have. During 
World War IT there was a supply system over essentially this same 
area which supported about 21% million troops, I believe was the total 
at the end of World War II. And at that time the Air Force was 
much more completely integrated with the Army than it is now. 
That, of course, was in an intense combat situation and under a rapidly 
moving situation, in other words mobility was stressed and combat 
effectiveness was stressed. Now, I have been listening to your argu- 
ments and your presentation, and I realize that you are operating 
under Department of Defense and Air Force agreements and direc- 
tives; but I would just like to have you comment as to why a common 
supply system which worked to support 214 million troops in this 
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same area during World War IT has to be increased in scope by pro- 
viding a third common supply system now in a situation which is 
transitional between an occupation situation and a possible combat 
situation. In other words, it worked then; why can’t it work now 
without building a third pipeline ? 

Colonel Dyer. It can work, sir. It will not work in our estimate 
as effectively as an improved system. We think there are ways of 
improving that support. Furthermore, we have an immediate re- 
quirement in the France area here for distribution-depot support. I 
think you will readily see the uneconomical course of action of provid- 
ing that distribution-depot support from Germany. It means a cross- 
haul to this area. Somebody has to provide that support. Under 
present plans the Army doesn’t plan to open distribution depots 
in this area. Our major troop build-up is to be in this area. That is 
the first thing. We feel that there are very definite means, course of 
action, to improve the support for any future conflict as compared to 
the past one. We learned a lot of lessons on that. We want to profit 
from those lessons. 

Mr. Brownson. Does the Army contemplate any extensive troop 
build-up in France? 

Colonel Dyer. They will have a build-up, but not in terms of major 
tactical units—primarily supporting activities to the best of my 
knowledge. 

Mr. Brownson. Well, at that time, how will the personnel compare 
with yours? In other words, are you going to have the dominant 
group of personnel in France as this thing builds up, or will there come 
a time when the Army build-up which is behind yours will catch up 
and eventually the Army will have the bulk of the personnel in 
France? 

Colonel Dyer. Based on present approved programs, the Air Force 
strength will definitely be predominant. Mind you, we are not build- 
ing just to support that strength in that position. We are building a 
war base and you must design this system for war. We are trying to 
design it in that manner taking into account the lessons we learned 
from the last war. We feel and we know that there were major 
wastages. A war itself is wastage. But within that wastage there 
are wastages that could be avoided. 

Mr. Brownson. That is all I have, Mr. Chairman. 

Mr. Dononvr. Well, if you are going to have troop concentration in 
France, why don’t you build your warehousing and storage facilities 
there ? . 

Colonel Dymr. That is what we—— 

Mr. Dononvr. Your common depot ¢ 

Colonel Dyrr. That is what we plan to do. We have to have the 
support in France. 

Mr. Dononvr. Are you going to eliminate the one in Germany ? 

Colonel Dyer. For common support ? : 

Mr. Dononvr. Yes. 

Colonel Dyrr. It is more economical to maintain those open and 
operating in Germany to support the units there. The Army is going 
to have the bulk of its strength, and presently does have the bulk of its 
strength in the occupied area. It’s more economical to support the 
people, to-operate the depot off of the German economy than to go and 
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support it on dollar appropriations off the France economy. That is 
a very significant factor in determining whether or not the “Army is to 
operate distribution depots in France or in Germany or in both. 
Which is the most economical? The safety factor that is considered, 
and so forth. The Army will cover that aspect for you, the detailed 
reasoning, I presume. 

Mr. Dononvr. What about—what will be the situation after the 
peace treaty ¢ 

Colonel Dyer. The situation will be changed to one extent in that 
the appropriation or the financing for that support in Germany will 
be largely, if not entirely, by dollar appropriations excluding the real 
estate. ‘The acquisition and the development of real estate is a major 
question—ma jor issue. If you have a plant existing here, and you can 
operate it at the same price that it would take to oper rate the plant here, 
but you don’t have a plant existing here, you can afford the risk of op- 
erating that plant here at least to support the troops inthis area. Isn't 
it advisable to operate this facility back here if you have enough de- 
mand for it? 

Mr. Dononvr. Well, I don’t 

Colonel Dyer. It is in our estimate, and that is, I think, the basis of 
the Army reasoning why they plan to continue operating those depots 
as long as stre ategic | security reasons will allow them to operate to this 
extent in a line here paralleling the Russian forces. 

Mr. Dononvr. Mr. Dorn? 

Mr. Dorn. Colonel, I have only one question. You stated, of course, 
that your planning now, as regarding supply and everything, is based 
on a combat possibility. I am just “wondering if one of your major 
considerations isn’t the fact that in discussing supply, and there has 
been a lot of consideration this morning of major pipelines and depots 
and centralized depot, I’m wondering “if you gentlemen, in planning 
your Western European theater, if your major consideration isn’t 
the possible air superiority of the potential enemy as regards supply 
in depots, and so forth? In your planning, isn’t that one of your 
major 

Colonel Dyer. I didn’t—I didn’t quite absorb the question. Would 
you mind repeating —— 

Mr. Dorn. Well, UII 

Colonel Dyer. The specific aspects of it? 

Mr. Dorn. V’ll put it this way: In planning your supply and logistics 
for your Air Force in this particular theater, don’t you always have to 
bear in mind the fact that you are faced with a potential enemy which 
at the present time may have air superiority ? 

Colonel Dyer. Yes; definitely. 

Mr. Dorn. And, therefore, you have to plan your depots and your 
supply lines accordingly because if you get them too concentrated, it 
would be very easy to cripple your whole effort by one sudden attack 
of the enemy ? 

Colonel Dyrr. That I meant to cover and did cover in a general 
sense. 

Mr. Dorn. I hope you will cover that just a little bit. I think that 
is a very, very important point, and—— 

Colonel Dyer. As our major build-up takes place in the area back 
here, and that build-up, of course, is necessary for strategic security 
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purposes, but our main operation in the event of a war would be from 
this area here. So we are trying to locate our units in this area, build- 
ing and developing the bases as well as the support facilities now for 
that type of support. We would have in this area here only a limited 
number of tactical air units. Our major or heavy-type aircraft are 
located in these areas down here, off at a distance. It is only for one 
reason—it’s not classified information. This area here has the range— 
it’s short—or close enough, rather, to the enemy area we can operate 
tactical aircraft. Certainly, you couldn’t go down here, so our system, 
our planning, is based upon the capacities of that, and also upon 
the missions that are laid on our various commands. Our system must 
be built to support that operating requirement. In essence, we must 
have support back in these areas here, not only from an economy stand- 
point and efficiency as of today, but as a basis for a war plan and a war- 
type operation. 

Mr. Dorn. And it will be a different set-up from the last war, in 
that you had at that time complete and absolute superiority ? 

Colonel Dyer. Very definitely. 

Mr. Dorn. And just one other point, too, Colonel. There has been 
a lot of discussion off and on about the integration of your Air Force 
with the Army during the last war. Now if I recall correctly, General 
Eisenhower testified before this committee in 1947 at great length, 
and he told us unequivocally that he found out in the European theater 
during the last war that in order to get a maximum effort out of the 
Air Force to all intents and purposes he had to set up an autonomous 
air force. That—— 

Colonel Dyer. We did, in fact, have that for all practical purposes. 

Mr. Dorn. That is what he said. And to what extent during that 
time, in consideration of the fact that you did have an autonomous 
Air Force the same as you have today, to what extent was the cross- 
servicing, and so forth, at that time? 

Colonel Dyer. Approximately in the same degree and manner it is 
right today, in the Germany-France area, approximately the same 
pattern, the same concept. We feel that the requirement has changed 
to some extent since then, not only in tactics and techniques, but the 
distances and manner in which we operate, the areas from which we 
cperate. We couldn’t operate the last time from these areas down 
here. We didn’t have the aircraft to operate from that distance. It 
is basic to our consideration now that we are capable of operating and 
supporting from those distances. So that changes our requirement 
and our considerations to the extent that if we are going to support 
the whole area from here, we must have some degree of consistency. 
Or else we will have a piecemeal, patchwork system that differs in 
this area from the one over here. 

Mr. Dorn. General Eisenhower testified, too, that he found out in 
order to receive the maximum support of the Air Force in a given 
area in support of the over-all plan, it was necessary at times to con- 
centrate practically the entire striking power of the Air Force, both 
strategic and tactical in one given area. 

Colonel Dyer. That’s right. 

Mr. Dorn. And that he wanted that where you could put it there 
almost overnight, and you are at the present time trying to build your 
sup ly system, and so forth, in accordance with that over-all plan. 
Right ? 
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Colonel Dyer. We are appreciative of that requirement and are 
trying to so design our system to support that type of operation. 
Mr. Dorn. Thank you, Colonel. That is all I have, Mr. Chairman. 


DIFFERENCES IN PROCEDURES AMONG ARMY TECHNICAL SERVICES 


Mr. Dononvr. During the last war did you have a separate form 
of requisition that was used by the Air Force in getting your supplies ? 

Colonel Dyer. Yes, sir. 

Mr. Dononve. Separate from the Army ? 

Colonel Dysrr. Yes, sir. 

Mr. Dononur. And that requisition was more or less in the same 
form that it is now? 

Colonel Dyrr. It was. 

Mr. Brownson. Colonel, was that for common-use supplies now, 
when you requisitioned uniforms and other equipment from the quar- 
termaster depot, didn’t you use the same requisition 

Colonel Dyrr. We used the Army requisitioning and administra- 
tive procedure for the matériel we received from the Army. The 
matériel that we received, supplied by Air Force depots, was handled 
in an entirely different manner. 

Mr. Brownson. Those were primarily technical items used ex- 
pressly 

Colonel Dyer. Primarily aeronautical technical-type items. So 
each of our units operated under the Air Force procedure and under 
each of the tech service differences in their procedures as well as the 
uniformities between those. 

Mr. Dononvr. I was wondering, Colonel, have you or anyone con- 
nected with your organization, that is the Air Forces, ever made any 
recommendations to the Army which would improve their system 
of requisitioning matériel ? 








MUNITIONS BOARD STUDIES OF SUPPLY PROCEDURES AND FORMS 


Colonel Dyer. Of course, in my capacity as an Air Force officer, 
I wouldn’t have that opportunity, but in the capacity I served at 
the Munitions Board, I had many occasions to discuss that, not only 
:n formal committee meetings and hearings, but in detailed working 
panels, and in the writing of policy papers. It has been discussed 
and is still being discussed, and many similarities and standardiza- 
tions have been developed as result of that. 

Mr. Donouvr. And those recommendations are a matter of record 
in Washington ? 

Colonel Dyer. Not in any consolidated fashion. You would have to 
ies out a particular subject and follow it through, in the Munitions 
3oard files, say on requisitioning procedure or stock recording and 
reporting procedure. By subject matter you will find the records in 
the agencies there. 

Mr. Dononvur. And were these matters taken up in joint confer- 
ences with the other services ? 

Colonel Dyzr. I will take one example: On subsistence supply, you 
will find, as well as on medical supply, rather comprehensive and de- 
tailed surveys and reports in the Munitions Board on that subject. 
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Not only describing the systems, but the details of the management 
and operations of those systems. I think you are familiar at least 
with the medical supply. To the best of my knowledge, you haven’t 
been into the subsistence supply as an ex: umple. We were taking it by 
major categories of matériel, and setting down and cataloging, “if you 
will, the facts of life: What is the sy stem now in the Army, i , Navy, ‘Air 
Force, and in the Marine Corps? How do they operate? How do 
they get their matériel? How do they account for it? How do they 
manage it? How do they determine their requirements? In other 
words, you will find detailed studies, at least on those two subjects, 
in the Munitions Board. 


MUNITIONS BOARD CONCLUSIONS 


Mr. Dononur. And were any conclusions reached as a result of 
those conferences? 

Colonel Dyer. You will also find the detailed conclusions and rec- 
ommendations in the Munitions Board records. 

Mr. Dononvr. What were the conclusions as you recall them ? 

Colonel Dyrr. On medical supply ? 

Mr. Dononve. On the many phases of 

Colonel Dyer. Recommended specific uniformity in several seg- 
ments of the problem, in the stock-record accounting, as an example, 
in the requisitioning procedure, in the reporting procedure, in the 
financing procedure. They were specific recommendations. 





RESULTS OF MUNITIONS BOARD SUPPLY STUDIES 


Mr. Dononvr. To your knowledge, was anything ever done as a re- 
sult of these conferences? And the conclusions that were reached ? 

Colonel Dyer. Yes; there was. 

Mr. Donouvr. And what were they ? 

Colonel Dyer. Some if it you could see evidenced in the operation 
of the Armed Forces medical procurement center, the manner and 
basis on which it operates, serving as a joint pr ocurement agency. 

Other evidences “ it I think you will find in the tr insition that is 
taking place in the Navy right now relative to integrating medical 
supply in the Navy with the other common type supply i in the Navy 
organization. In other words you will find greater cohesiveness in 
the Navy organization. You will find that there—where there were 
not standardized procedures in the other services, that it influenced 
the redirection of effort toward that extent. 

Now as far as the recommendations on subsistence supply are con- 
cerned, I have seen no concrete results from those recommendations 
yet. But there were very definite steps taken in the medical-supply 
field as a result of that. That doesn’t mean to say that there are not 
additional steps that can be taken. 

Mr. Dononve. In other words, the only concrete results from your 
studies were in the medical field. 

Colonel Dyer. In the comprehensive sense, ves; but not in the 
specific detailed sense at all. There are detailed reports in the Muni- 
tions Board covering the other subjects. 

Mr. Dononvr. Mr. Meader? 
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ADVANTAGES AND DISADVANTAGES OF SEPARATE SYSTEMS FOR COMMON 
ITEMS 


Mr. Meaper. Colonel Dyer, I was impressed by your summary of 
the five reasons why the directive of June 8 establishing, as of various 
target dates, these technical services within the Air Force itself. Now 
I wonder, because of your experience with the Munitions Board, and 
perhaps beyond that, with supply in the Army, whether you could 
balance that with the statement of the disadvanges of this separation. 

Colonel Dyer. I think I have covered those only in general terms. 
I think they are covered in detail on this chart which I mentioned I 
will give you—— 

Mr. Meaper. In other words, I am asking you for the arguments on 
the other side of the picture, please. 

Colonel Dyxr. I covered it from the standpoint of what I referred 
to as single service cross-servicing assignments on a department-wide 
basis. I have listed here 23 points on that particular question, if you 
would like to go through all of them, or a sampling of them. 

Mr. Meaper. I wonder if you could furnish them for the record 
(see Wiesbaden Exhibit 8, p. 1011). 

Colonel Dyer. I will be glad to give you copies of them. There are 
copies of this thing; just as an example one point here on depot con- 
struction, assuming the Army is providing this support to itself as 
well as to the Air Force, what is the result of that type of a mission? 
It results in a single depot construction program, yes; because the 
Army provides the whole depot plant facility. What is the military 
result or the impact from it? Well, naturally, it emphasizes, we think, 
the Army viewpoint in locating, designing, and the phasing of those 
depot facilities. In other words, it emphasizes the need of the service 
providing the support. Well, the next question arises: Is that good or 
bad? We think it is not too good if the predominance of viewpoint 
is reflected by the Army in locating that facility. We don’t think it 
would be good if we were in the same position of having to decide for 
them as to location of facilities. 

Mr. Meaper. Well, I don’t suppose there is any way you can give 
us a figure or a percentage or anything concrete, but it isn’t any ques- 
tion but what this separation of the supply services is going to increase 
the cost of supporting combat troops. Isn’t that true, Colonel ? 

Colonel Dyer. Frankly, I don’t think it will, sir. 

Mr. Meaper. You don’t? 

Colonel Dyer. No; I think it is a saving in the long run. 

Mr. Meaper. In other words, it should cost less to furnish 
supplies 

Colonel Dyrr. Please 

Mr. Mraper. Under this three-pipeline system than it would under 
the two-pipeline system that existed until the direct 

Colonel Dyer. Under a situation of the character which I have laid 
out there, where the bulk of your operation is in one geographical 
vicinity, and where you have a surrounding area here of support re- 
quirement for major Air Force units, I think that it is more economical 
to separate the two. I am not answering your question in a sense for 
the Department of the Air Force and Department of the Army as a 
whole. I answered that a while ago in the sense that I felt that there 
were certain classes of matériel such as subsistence that could be sup- 














984. FEDERAL SUPPLY MANAGEMENT 





plied just as effectively by the Army for the Air Force and the Navy 
and the Marine Corps, just as well as they could do it for themselves 
as far as depot back-up support in the States is concerned. 

Mr. Meaper. And apparently up to the present time that is true 
of medical service? 

Colonel Dyer. I think it is technically possible. As to the opera- 
tional effectiveness—— 

Mr. Meaver. No—— 

Colonel Dyer. I'll leave that up to the people who have to work 
under the surgeons. 

Mr. Meaper. In other words, rations and POL and medical services 
will continue to be supplied to the Air Force by the Army, unless some 
new directive comes out ? 

Colonel Dyer. We have no specific directives, and as far as I know 
no intentions at the present time of assuming that burden. 

Mr. Meapver. Well, the question that remains in my mind is why, 
if they do serve you in those fields, why in other common items they 
cannot do just as effective a job? 

Colonel Dyer. Technically they can do the job. I think I have 23 
points here which will indicate why it is not advisable in an area of this 
character. I'll be glad to select more of them or go into all of them. 

Mr. Meaver. Well, now is that—— 

Colonel Dyer. In the conference. 

Mr. Meaper. I was asking for the arguments on the other side, but 
apparently your 23 items are simply the 5 plus 18 more. Is that 
what—— 

Colonel Dyer. Essentially—— 

Mr. Meaper. Well, I think we should have that, but I also wanted 
to get the arguments on the other side so the —— 

Colonel Dyer. As to why 

Mr. Meaper. Committee could have a balanced picture—— 

Colonel Dyer. Why we should? 

Mr. Meaper. Why there is an advantage in not separating the 
supplies—— 





NAVY AND MARINES ALSO USE COMMON ITEMS 


Colonel Dyer. Well, first, you don’t have the technical capacity to 
consolidate the support for many of your items as between the Army 
and Navy and Air Force. You tend to come back only as between 
Army-Air Force here. We try to look at this thing from a three- 
service viewpoint at all times, a balanced viewpoint. We have to 
work with the Navy the same as the Army. We have to work with 
the Marine Corps in many instances, Marine Corps aviation as a 
specific example. So we are not looking at this thing from the Army- 
Air Force relationship standpoint; we have to bring in the other fac- 
tor of consideration here. 

Mr. Meapver. Well, I—as long as you have raised the question of 
the Navy and the Marine Corps, I would just like to toss into this dis- 
cussion the suggestion that we had heard somewhere, at some of the 
points on this trip, that perhaps what ought to be done is to have a 
single supply for all three services. What do you have to say about 
that ? 

ea Dyer. What character of single supply do you have in 
mind? 
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PROPOSAL OF SINGLE SYSTEM FOR COMMON ITEMS FOR ALL SERVICES 


Mr. Meaper. A Department of Supply for the three combat arms. 

Colonel Dyer. U se the present concept of organization of three 
military departments? I don’t believe in it. Under an entirely new 
concept I might believe in it. It would depend on the concept of that 
organization. 

Mr. Meapver. Well, I think it has been presented as one where the 
personnel would be drawn from the three services and any differences 
could be compromised and ironed out so that there would be a real 
common supply for all of the three services. 

Colonel Dyer. I would be strongly opposed to it as a practical mat- 
ter. It would be in substance a ministry of supply to support the 
Armed Forces. You might as well make it a civilian ministry sep- 
arate from the Armed Forces because there would be only one top- 
level coverage, namely the Secretary of Defense. Yes; he could 
influence it to a degree, but major decisions are made in lower echelons 
of that organization, major decisions that can stop your effectiveness 
and your capacity to operate. 

Mr. Dorn. Will the gentleman—— 

Colonel Dyer. I think it is a highly dangerous approach to the 
problem. 

Mr. Dorn. Will the gentleman yield right there? 

Mr. Meaprer. Id be glad to. 

Mr. Dorn. Because I believe this might be worthy of consideration 
right there. Now we had instances in the last war, in the northern 
French campaign, where Army commanders just demanded practi- 
ally that the transportation system transport artillery when the need 
for bombs at your advanced tactical air units—bombs were needed 
just as badly or probably more so, but due to the fact that the Army 
was more or less geared to the Army Ordnance and Quartermaster, 
they got priority, priority on artillery shells over the Air Force. Now 
you see those are problems that have to be considered there, too. Of 
course, that can be worked out. 

Mr. Meapver. That is a command decision though, of the commander 
of the area, regardless of who furnishes the supplies. He could make 
the same decision if the Air Force was furnishing them. 

Colonel Dyer. Again, there are many of those major decisions that 
never get to that headquarters echelon. They have to be made im- 
mediately. You can’t wait to go through three or four echelons of 
command. You have to have on-the-spot responsiveness to require- 
ments as well as top-level responsiveness. 

Mr. Brownson. Will you yield at that point, Mr. Meader? 
Mr. Meaper. Yes. 


IMPERATIVE NEED FOR LOWERING MILITARY COST 


Mr. Brownson. I think there is one point that I wish our chair- 
man were here to bring out, but he isn’t; and it has been hinted at, 
but I think it has to be put quite bluntly. On the basis of our world- 
wide travels we have talked to a lot of countries that consider that they 
are absolutely strapped ; and in considering that they are at the bottom 
economically, they have come before us and tell us, “we are spending 
37 percent,” or “we are spending 39 percent,” or “we are spending 40 
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percent of our complete national revenue, our complete national budget 
on arms.” I think it is very important to note at this point that 
in the United States we are spending six-sevenths of our total national 
budget on preparation for war and on the cost of the last war. And 
that thing makes us very worried because in the opinion of our finan- 
cial experts of both parties, in both the Senate and the House, and out- 
side economists of repute and world-wide standing, we have absolutely 
hit the top figure which we can raise by taxation this year. We can go 
no further. We are already, for those of you who haven’t been in the 
States recently, we are already stifling enterprise. There are hundreds 
of little businesses that are just folding up because the combination of 
having their materials withdrawn from them and the tax structure 
make it no longer desirable for them to operate. Those independent 
businesses are folding up and their management are taking employ- 
ment with other organizations. The situation is extremely critica). 
We have a lot of confidence in the men of the armed services. We have 
to have, because we just wrote a $57 billion blank check. We don’t 
know what that money is going for. We appropriated that money 
on the good faith and the confidence that we have in the armed services. 
But there comes a point where the armed services are going to have to 
weigh the ultimate in combat effectiveness and the ultimate in admin- 
istrative effectiveness against the ultimate in financing. And that is 
the point of view that we are trying to present as we appear before 
you. We want you to have combat effectiveness, but we can’t help but 
be convinced that there must be a way of getting more defense for the 
dollar because we know the time has come when we don’t have any 
more dollars for defense. 
Mr. Dononvr. Are there any more questions? Mrs. Harden? 


WOMEN IN THE AIR FORCE, USAFE 


Mrs. Harven. Mr. Chairman, I have a very great interest in the 
women of the Armed Forces, and I should like for Colonel Gray to 
make a statement for the subcommittee at this time in regard to the 
activities and problems of the Wafs. Colonel Gray? 


STATEMENT OF LT. COL. PHYLLIS GRAY, WAF, USAF, DIRECTOR 
OF PERSONNEL, USAFE 


Lieutenant Colonel Gray. Mr. Donohue, Mrs. Harden, members of 
the committee, ladies and gentlemen, I think I owe it to you to tell 
you that what I have to say doesn’t come under the primary interest 
of this committee, and I would be very glad to make a statement for 
the record at a later date rather than interrupt what you are all 
assembled to hear. 

Mr. Donounve. Will that be satisfactory to you, Mrs. Harden? 

Mrs. Harpen. Well, I thought the committee perhaps would be 
interested in knowing just what is the strength of the Wafs here. 

Lieutenant Colonel Gray. We have a total figure of 155, only a 
handful. 

Mrs. Harpen. And what type of jobs do they 





Lieutenant Colonel Gray. The 122 enlisted women fall primarily 
into five categories: Administration, personnel, supply—and the sup- 
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ply technicians would be of interest to Colonel Dyer; they are in 
weather—that is, weather observation; and communic: ‘ations. Now 
we have specialists, one or two per career field, in such fields as ground 
safety, intelligence, PIO—Office of Public Information, lithography. 
There is quite a wide span considering the small number, so far as 
utilization is concerned, 

The officers primarily are assigned to personnel or administration 
or comptroller work, with specialists in clinical psychology, transpor- 

tation, air operations, and the like. 

Mrs. Harven. Do you have a billeting problem ? 

Lieutenant Colonel Gray. We have a contingent of Wafs, 11 of 
them, assigned to the SHAPE headquarters. At one time there was 
a billeting problem in Paris, but there are new barracks now at the 
headquarters there. They are nicely taken care of. I would say that 
the billeting problems are very temporary ones. At the moment we 
are crowded here in Wiesbaden by virtue of the fact that the entire 
city is so overcrowded. 

Mrs. Harpen. Do you need additional Wafs? 

Lieutenant Colonel Gray. Indeed, we do. We have a requisition 
on the books now for an additional * * *. We hope that they 
will materialize by the end of this fiscal year. But that will depend 
on the success of the recruiting program. 

Mrs. Harpen. Have they released men for operational assignments ? 

Lieutenant Colonel Gray. Not yet; no. They go along primarily 
with the build-up that is going on throughout USAFE proper, but 
the intent is that they will be used to the gr reatest extent to release men 
for combat duty when that becomes necessary. 

Mrs. Harven. Thank you so much, Colonel Gray. 

Lieutenant Colonel Gray. Ill be glad to answer other questions, 
believe me. 

Mr. Dononvr. Well, I think you may make a statement and we will 
have it incorporated in the record, Colonel (see Wiesbaden Exhibit 11, 
p. 1014). Thank you very much. 

Lieutenant Colonel Gray. Thank you, sir. 

Mr. Dononve. Mr. Lantaff. 

Mr. Lanrarr. Colonel, there is just one final question. Mr. Meader 
asked it in general terms, but I would like to know specifically. 


JOINT SUPPLY SYSTEM FOR PETROLEUM AS POSSIBLE PROTOTYPE 


With reference to POL, we all recognize that without an adequate 
supply of POL, and without its being supplied when it is needed and 
as it is needed and at the time it is needed, that the Air Force can’t 
operate. I mean that is just a basic item you have got to have. Now, 
why is it that the Army can successfully provide POL support to the 
Air Force and the Navy and not provide logistical support in other 
common fields? 

Colonel Dyer. Maybe I might answer that in this form, sir. POL, 
and we are talking in the main about bulk petroleum now, is limited to 
a small number of items—primarily 130 grade gas, jet fuels, lubes, 
and so forth, but a small number of items. The matériel flows to the 
area on a continuous usage basis. In other words we don’t have 120 
or 180 days’ supply stacked up. Yes, we have the reserve storage in 
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certain areas. But we don’t have the back-up. In substance the de- 
cisions are made on a daily basis. They are joint decisions made in 
the Area Petroleum Offices that are manned by Army, Navy, and Air 
Force people side by side making the daily decisions on the distribu- 
tion, the application of priorities, and the determination of specific 
needs. And you can’t afford that type of emphasis and energy for 
every item. But that item must be there, nevertheless, regardless of 
whether it is a screw driver or a nut or a bolt, you must have it there. 
and yet you can’t afford that degree of administrative supervision 
that you must exercise over petroleum due to the amount of tonnage 
and due to the critical nature of the item itself. 

Mr. Lantarr. But, nevertheless, it does work, doesn’t it ? 

Colonel Dyer. Oh, it works. The Area Petroleum Office conc.). 


works nicely. As far as I am concerned, it is a sound approach to the 


problem. 

Mr. Lantarr. And it is an integrated organization of Air—— 

Colonel Dyer. It is a joint 

Mr. Lantarr. Army and Navy 

Colonel Dyer. It is a joint operation. It is a joint endeavor as far 
as the administrative supervision is concerned. Physically, the Army 
stores and handles the matériel up to the point where it becomes a dis- 
tribution problem within our base complex. They bring it—the Navy 
brings it to the area—the Army takes it at the discharge point and 
distributes it to the major bulk points. 

Mr. Lantar¥. In other words, that is a unified supply system, and 
integrated with personnel from all services ? 

Colonel Dyer. It isa unified supply system. Would that every item 
could operate under such a system. 

Mr. Lantarr. That is exactly what this subcommittee would like 
to see, if it could be done. Perhaps that is a model system that we 
might well study. 

That is all I have, Mr. Donohue. 

Mr. Dononvt. Mr. Kennedy. 








UNIFIED MEDICAL SUPPLY 


Mr. Kennepy. Colonel Dyer, I would like, for the purposes of em- 
phasis, to point up one question asked by Mr. Lantaff. He brought 
out the fact that this medical test was going on in San Francisco. 
You have had extensive experience in the Munitions Board, of which 
we have personal knowledge, added to your recent statement here with 
reference to the medical experimentation that was going on in the 
development of standards and forms. The Sixth Army has been 
designated as the location for that particular test. Could you give 
the subcommittee any kind of a prognosis of what the possibilities are 
of that test being a success or a failure, or whether there might be an 
assumption of unified medical supply for the entire armed services? 

Colonel Dyer. For support in the United States area—— 

Mr. Kennepy. In the zone of the interior; right. 

Colonel Dyer. I think it will be a success if given a fair analysis 
and a fair chance. 

Mr. Kennepy. In the Munitions Board, did you give any study 
to successful operations of that type in the Japanese theater? 

Colonel Dyer. To my knowledge, no. 
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FACTORS IN USAFE DESIRE FOR INDEPENDENT SUPPLY OF COMMON ITEMS 


Mr. Kennepy. I have one other question. Could you say, in sum- 
mary, that the splitting off of the stocks and the setting up of the sup- 
ply system encompassing common-use items is based on the concept of 
responsiveness to command rather than on the fact that the present 
Air Force job is being less effectively done because your logistical 
support is coming from Army sources? 

‘olonel Dyer. I think that the question of responsiveness to com- 
mand is a major consideration. It is by no means the sole considera- 
tion. One of the major considerations, as I have pointed out, is the 
question of economy—not just in the cost of the item or of moving 
it, but the administrative complexity of supervising it and handling 
and issuing support. We have the duplicate staff sections, in fact, 
regardless of the Army providing us the physical support. We have 
to have knowledge of that support. We have to have planning factors 
on it. We have to prepare budget estimates and the reports, and so 
forth, on that, as well as maintaining lateral liaison with the Army 
staff. That, in fact, is a duplication. Part of the job could be carried 
with the same people if we were doing the physical job. 

Mr. Kennepy. Considering this theater alone, upon the signing of 
the treaty, could it be assumed that the motivating influence in the 
segregation of stocks is the fact that priority of mission rests with the 
Air Force? 

Colonel Dyer. I think it is a very definite and major factor to be 
taken into account. Economy of effort and assurance of support are 
other factors to be taken into account. By the mere fact that the Air 
Force has a priority-one mission in the strategic.sense, we must have 
a priority-one capability of accomplishing that misison. 

Mr. Kennepy. So that you would have endorsed segregation of 
stocks for this theater alone, even if it had not been conceived at the 
departmental level back in Washington ? 

Colonel Dyer. [think so. I think I would. 


OFF-SHORE PROCUREMENT BY USAFE 


Mr. Kennepy. There is another question, the extent of your local 
procurement in this theater by volume. 

Colonel Dyrr. Colonel Johnson, can you clarify that point on local 
procurement ? 

Colonel JoHnson. Sir, our local procurement is not very -heavy, 
due to the lack of availability. The major portion of our local pro- 
curement goes back on requisitions to the zone of interior. We cite 
our local purchase funds by base and subproject and project. It is 
procured in the ZI and shipped to us. And in the occupation zone, 
up to the present time we have utilized DM funds for local purchase 
of items, matériel that is available through the German economy. 

Mr. Kennepy. Could you give the subcommittee an idea of the DM 
funds in United States dollars? 

Colonel Jounson. In the 1942 budget, we have approximately 
4 million DM for purchase within Germany for the occupational 
forces. In dollars going back to the States, it averages $43,000 per 
month, 
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Mr. Kennepy. In this particular type of local purchase, is there 
any collaborative or joint or single assignment in this area ¢ 

Colonel Dyer. First, if it is procurement in bulk, that is to go in 
depot stocks, we operate on the basis of single-service purchase as- 
signments here which are in essence the same assignments that are 
made by the Munitions Board. If it is a handful of matériel, it is 
authorized for local purchase, and we have the funds, the base goes 
out and buys it for its requirement, for its immediate stock, and uses 
it, and that is the end of it. 

Colonel Jounson. As an example, the dependent-type furniture is 
all purchased by the quartermaster of EUCOM. 


EFFECT OF MUNITIONS BOARD CATALOGING 


Mr. Kennepy. Could you possibly enlighten the committee on the 
effect that the cataloging program has had in this theater? Are 
se any Federal stock numbers, MBCA numbers showing up out 
ere ? 

Colonel Dyrr. They are not noticeable as such. In other words, 
you look at the number and you don’t know the derivation of that 
number. But the mere fact that there has been a number changed 
may indicate that the Air Matériel Command has incorporated the 
new number agreed to by the Munitions Board Cataloging Agency. 
I have no detailed knowledge of the amount of change that has taken 
place within our cataloging system here that you could say was a 
direct derivation from the Munitions Board cataloging program. Our 
cataloging system is designed and administered by the Air Matériel 
force. Our people. just take the numbers and the descriptions and 
apply them to the items and the stock-record cards and the accounts 
that go with them. So in essence we are not in the cataloging business. 
We only apply the end-product here. 


NO RECOMMENDATIONS MADE RE CHANGES IN FISCAL PROCEDURES 


Mr. Kennepy. A question which Mr. Lantaff raised concerned 
changes in fiscal operation. Has this theater made any recommenda- 
tion that fiscal changes be studied at the departmental level ? 

Colonel DyEr. To my knowledge, no. How about it, Comptroller ? 

Colonel Rurnerrorp. I know of no recommendations to the depart- 
mental level to have a unified fiscal system. 


EDITING OF ENGINEER CORPS REQUISITIONS BY NEW YORK PORT 


Mr. Kennepy. One last question. In the subcommittee’s visit 
to the overseas supply division in the New York Port, we were in- 
formed that the engineers in the European area had consistently over- 
stated their requirements for many, many months. This resulted in 
the dispatch of an inspection team from the ZI to this particular area, 
and the subcommittee would possibly be interested in learning if 
that inspection team visited Wiesbaden and inquired into the develop- 
ment of requirements and the extent of local editing. 

Colonel Dyer. I don’t know of any special visit to Air Force ac- 
tivities. Colonel Johnson, can you enlighten us? 
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Colonel Jonnson. I know of no team that contacted our head- 
quarters or the Wiesbaden area or the Air supply division. 

Mr. Dononve. Any questions, Mr. Ward ? 

Mr. Warp. Two or three, Mr. Chairman. 


INVENTORIES AND REQUISITIONS 


Do you maintain an inventory control at the shop, base, and depot 
level ? 

Colonel Dyer. Colonel Johnson? 

Colonel Jounson. Yes, sir. 

Mr. Warp. At all three? 

Colonel Jounson. Yes, sir. 

Mr. Warp. Could you give us, and I'll give you a form, informa- 
tion as to what the inventories are, the number of items, and the val- 
ues, etc., by those different depots and bases? 

Colonel Jonnson. Yes, sir. 

Mr. Warp. All right. Ill see you after we break up here. Could 
you also give us information as to the number of line-item requisitions 

y classes of items, like parts, subsistence, and so forth? Is that in- 
formation available ? 

Colonel Jonnson. I don’t have that information broken down to 
the individual plants but I have it in the over-all aspect of the num- 
ber of line-item actions per month. 

Mr. Warp. You couldn’t tell us what percent of those are, say, for 
parts? 

Colonel Jounson. They are not broken down—the figures I have are 
not broken down to that extent. 


SINGLE-SERVICE VERSUS JOINT PURCHASING 


Mr. Warp. Thank you very much. Colonel Dyer, I understood 
that you preferred single-service procurement to cross-service pro- 
curement. I think you made a statement to that effect. 

Colonel Dyer. I said that I was in full accord with single-service 
purchase assignments. 

Mr. Warp. Do you favor that over joint procurement, also? 

Colonel Dyer. No. No; I think in many instances joint procure- 
ment is very effective. 

Mr. Warp. It depends upon the classes of items? 

Colonel Dyer. It depends upon the item, the necessity for technical 
supervision of the procurement by each service, the capacity to do the 
job, administrative considerations as to arrangements under which 
one buys as the agent for the other. 


SOURCE OF MEDICAL SUPPLIES 


Mr. Warp. Just one other question. When you requisition medical 
supplies, which are covered by standard specifications, cataloging, and 
so on, does it matter from what depot in the States you get those medi- 
cal supplies ? 

Colonel Dyrr. To me, it doesn’t. Colonel Smythe, in medical sup- 
ply, do you care to comment on that, or Colonel Luft? 
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STATEMENT OF LT. COL. JOHN LUFT, MEDICAL ADMINISTRATION 
OFFICER, UNITED STATES AIR FORCES, EUROPE 


Lieutenant Colonel Lurr. I am Col. John Luft, just recently over 
from the theater echelon. It makes no difference to us where that item 
comes from. In fact it may come from any one of several depots. 
There are certain items that are keyed to a certain depot. Biologicals, 
for instance, come from one depot in St. Louis. A requisition may go 
to the San Francisco depot for a hospital bed from a station within 
that area. If that depot is out of the hospital bed and St. Louis has a 
few that they don’t need in their own area, the requisition is acted on. 
Does that answer your question ¢ 

Mr. Warp. Yes, it does. Thank you, Colonel. Then as a general 
principle, Colonel Dyer, if you do have standard specifications and 
uniform cataloging, etc., it is possible for the overseas theaters to 
requisition from common depots in the States ? 

Colonel Dyers. Very definitely. 

Mr. Warp. Thank you. That is all I have. 

Colonel Dyer. It is a practical necessity before you can. 

Mr. Warp. Yes. 

Mr. Dononve. Mr. Cartwright? 

Mr. Cartrwricur. No questions. 

Mr. Dononuer. Mr. Roback? 

Mr. Rogacx. No questions. 

ate, Damnaem. The other gentlemen from the General Accounting 
Office ? 

Mr. Seymour. There is one thing that I would like to ask be wo 
plied. If it is restricted, it will be supplied for the use of the sub- 
committee, only if it is not, possibly for the record. I would like 
to have a table of actual strength, by grade, of the Headquarters, 
USAFE. And I would also like to have an organizational chart of 
the headquarters set up to accompany that. 

Mr. Dononvr. Can you supply that to us? 

Colonel Dyer. Yes, sir. 

Mr. Dononve. If you will. 


PURPOSE OF THE SUBCOMMITTEE’S WORK 


Well, thank you very much. And by way of a closing remark, I 
wouid like to suggest that this subcommittee is here, not for the pur- 
pose of criticizing the work that you gentlemen and those under you 
are doing over here; we feel that you are doing a most excellent job. 
But as Mr. Brownson has pointed out, the people back home are ter- 
ribly disturbed. As he suggested, we passed one of the biggest peace- 
time budgets in the history of our country. And to meet that budget 
we also had to pass a new tax bill, a tax bill that affects everyone, and 
particularly the small wage earner. And we being their direct repre- 
sentatives, and we being the ones that have to meet them day in and 
day out, I can assure you and I know I am voicing the thoughts and 
experiences of the other members of the subcommittee that they are 
greatly concerned about the money that we are spending all over the 
world. They are greatly concerned about their sons and daughters 
being deprived of their normal life, being called upon to make sac- 
rifices. ‘They are willing to make sacrifices if they feel they are getting 
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a dollar’s worth for every dollar expended, either in a hot war or in a 
cold war. They likewise expect every one of you, who are taxpayers 
like ourselves, to see that the maximum amount of value is obtained 
for every dollar that we expend or that we are called upon to expend. 
In the past we have found that, unfortunately, money appropriated 
for military purposes has not been used so that we received the maxi- 
mum amount of benefit. We have seen surpluses piled up during 
wartime, either in the cold war or the hot war, that were permitted to 
lie around the world; and citizens from other countries than our 
own have moved in and have made fortunes after fortunes. This 
subcommittee is most anxious to see that that will not happen again. 
And our only mission is to sit down with you and bring these situa- 
tions to your attention, and likewise to have you tell us what you are 
doing, and likewise to assure us that we are going to profit by our past 
experiences and by so doing the great burdens that are now resting 
upon the people at home will be lightened and we hope alleviated. 
Again, thank you, General ; thank you, Colonel; and you other mem- 
bers for the very enlightening information which you have given to 
us and for the splendid cooperation that we have received in 
Wiesbaden. 
General Crawrorp. Thank you very much, Mr. Donohue. 
(Whereupon the hearing was adjourned.) 


WIESBADEN, GERMANY—EXHIBIT 1 


STATEMENT SUBMITTED BY COL. J. R. DYER, HEADQUARTERS, 
UNITED STATES AIR FORCES IN EUROPE 


A. FLOW OF MATERIAL TO USAFE FROM UNITED STATES SOURCES 


Colonel Dyrr. 1. Chart No. 1 (not published because of security 
classification) isa graphic picture of how the United States Air Forces 
in Europe receive its supply support. Naturally, this is a simpli- 
fied picture. Briefly, it shows that support for the continental 
European area comes through the New York port from both Air 
Force and Army Technical Service depots in the United States. 
After it leaves the port, it moves either through Bremerhaven to Ger- 
many, through the United Kingdom ports to our depots and bases in 
England or through Bordeaux to the France area. Some of the sup- 
port for north Africa leaves through the New Orleans port. Supplies 
destined for the north Africa area go direct to this area from the 
United States. Of course, this flow is augmented by both regular and 
special airlift both to and between our areas of operation. 

2. From this chart it is obvious that a substantial cross haul results 
where Army-type items are moved to Germany and then are trans- 
shipped to Air Force bases in France. This is a recent development 
and an intolerable situation both in the economic and strategic security 
sense. 


B. DESCRIPTION OF AIR FORCE SUPPORT PROBLEM 


1. Prior to January 1951, we had no support requirements in France 
or French Morocco. Our limited operations were concentrated mainly 
in England and the occupied areas of Germany and Austria. We had 
only two fighter wings and one cargo wing in Germany after the 
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Berlin airlift ended. Air Force peculiar support was provided from 
Erding Air Depot near Munich, Germany. Army Technical Service 
type support came from Army depots in Germany. Some support 
was airlifted through Rhein-Main Air Base. Our job was small, 
routine, and well established for an occupation mission. 

2. Since January 1951 our job has undergone violent changes and 
is still in a transitory stage. We have a new mission and organization 
embracing not just the occupied areas, but the whole European and 
Mediterranean area. We must build a combat-type Air Force and a 
combat-type support structure that is integrated and balanced to 
serve this hemispheric air-defense mission. We have a new organiza- 
tion and support structure being built in north Africa. Our tactical 
und support structure on the Continent is being expanded appreciably 
and relocated for a completely new mission of war preparedness. Also, 
we must develop a support base that can support additional units in 
anemergency. New depots and bases must be acquired, built, manned, 
organized, and stocked to meet this new mission. 

3. An Air Force depot is a major activity. It is comparable to a 
Navy supply center or general depot augmented by overhaul, testing, 
and maintenance facilities. The average depot stocks about 200,000 
items of supply and has 2 to 3 million square feet of storage. 


C. TYPES AND LOCATIONS OF SUPPORT FACILITIES 


1. Map chart No. 2 (not published) indicates our depot-support 
facilities. At present, we have an active depot in England to serve 
that area; one at Erding, Germany, to serve that area; one being 
developed near Casablanca to serve the north African area; and one 
being developed near Chateauroux, France, to serve the Central Euro- 
pean area until such time as additional depots are required. In 
England and north Africa, the Air Force is self-sufficient. It receives 
no depot support from the Army or Navy. In Germany and France, 
the Army provides a substantial portion of our depot support. 

2. We will have in the near future a larger support requirement in 
France than in Germany. Likely, this will necessitate additional de- 
pot-support capacity in that area. The Army provides the water-port 
facility support in both Germany and France and the Air Force pro- 
vides aerial terminal support. 


D. AIR FORCE DEPOT SPECIALIZATION AND CONTROL 


1. Chart No. 3 (not published because of security classification) 
indicates in general terms our depot specialization and control system 
now being developed to cover our areas of responsibility. This con- 
cept is not new, but is tested and sound. It is based upon the following 
requirements : 

a. Effective and assured support. 

b. Operational flexibility and minimum stocks. 

ce. Maximum economy and decentralization. 

d. Responsive directly to operating missions. 

e. Coordination and cooperation with Army and Navy. 

2. Our mission and areas of operation and support responsibility 
are distinctly different from those of the Army command in Europe. 
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Both the Army and Air Force commands are JCS agencies and oper- 
ating under different but coordinated missions. These missions and 
commands are not in basic contradiction but rather are complementary. 
Our support requirements likewise are complementary but must be 
designed and operated in direct support of these different missions 
and areas. In our estimate, it would be both inefficient and ineffective, 
especially under war conditions, for the Air Force to be supported by 
a piecemeal patchwork system that cannot be blended and integrated 
into one consistent and practical system for our whole area and operat- 
ing mission. In short, the system supporting our units in England and 
North Africa and in France and Germany must follow one basic pat- 
tern or else the administrative and management problems become 
unmanageable in war-type operations. We are not here to prepare a 
basic support structure for garrison training but rather for a war 
potential. 


EE. INTER-SERVICE SUPPORT ARRANGEMENTS (SEE WIESBADEN EXHIBIT 10) 


1. In England the Air Force is self-sufficient and provides depot 
support to attached Army units inthat area. No Army depots exist in 
that area and no major Army units are located there. We have a 
formal and practical cross-service agreement with Army to provide 
the limited support they require in that area. 

2. In North Africa, we are also self-sufficient and no Army units 
(except a port detachment) are present except for the construction 
organization building our bases. This construction force is a group 
of civilian contractors supervised by the Eastern Atlantic division 
engineer of the United States Army. 

3. In Germany, Army-type technical service support is provided by 
depots of the European Command. This Army command has area 
command jurisdiction and administers it with respect to the occupa- 
tion mission. Arrangements exist which delineate what the Army will 
provide to Air Force units. Our one Air Force depot provides aero- 
nautical-type matériel and maintenance and renders cross-service 
support to the Army for Air Force peculiar items and services. The 
Air Force has little real control over the support it receives from the 
Army in this area. This is not meant as any reflection on the Army 
support we have received in support of the occupation mission. It is 
meant only to indicate that this type arrangement as a basis for war 
potential is impractical and unsatisfactory from an Air Force view- 


: * we have drafted a comprehensive logistic support 
agreement between the Army, Navy, and Air Force commands in- 
terested. This draft agreement has been coordinated between the re- 
spective staffs. It provides for the maximum. degree of coordination 
and mutual support practical. It is based upon announced policies 
and agreements of the three services. The Army will provide surface 
transportation support without reimbursement and will operate the 
water ports. Also, it will provide subsistence supply and bulk 
petroleum supply. The Air Force will provide airlift and aerial port 
support. Each service will provide cross-service support to the others 
for such things as commissaries, laundries, and bakeries. Support 
will be provided on an area basis by the service having the dominant 
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requirement. In like manner, we will cross-service on maintenance 
support. Our construction and facility requirements are fully co- 
ordinated prior to actual construction. In like manner, other matters 
are coordinated, such as military police support and postal support. 
Subject to approval of the Secretary of Defense and proper directives 
from the military departments concerned, the Air Force will provide 
its own depot support for items not specifically assigned to one depart- 
ment such as subsistence and petroleum. 


F. SCHEMATIC PICTURE OF USAFE DEPOT SYSTEM 


1. Chart No. 4 (not published) indicates the area and command 
relationship of the Air Force depot system in being and projected. 
It indicates the relationship with Army support facilities. It does 
not indicate, in our estimate, a duplication of Army facilities or func- 
tions. This system carries an Air Force support requirement that 
otherwise would be imposed largely upon the Army and largely in 
areas where the Army has no operating requirement for depot support. 


G. THE CROSS-SERVICE SUPPLY PROBLEM 


1. Chart No. 5 (chart not published, see Wiesbaden Exhibit 8, p. 
1011), portrays graphically the cross-service problem as we see it here. 
Cross-servicing is a wonderful and sound concept if kept within prac- 
tical bounds. We are in full agreement that cross-service potential 
is an absolute necessity. We do not feel that single service support 
assignments should not be made under the guise or confused with 
practical cross-servicing. Single service support assignments, in fact, 
rob the responsible operator of effective control over the means to do 
the military jobs expected. In addition, it imposes an impractical 
requirement to answer for the money or manpower required or ex- 
pended for this support. Further, he is not in a position, due to lack 
of facts or experience, to forecast and plan his needs or to follow up 
and assure the timely provision of those needs. 

2. This chart describes, in oversimplified terms, the complexity of 
single service support assignments sometimes called cross-servicing. 
It is no small wonder that Armed Forces headquarters appear ex- 
travagant in number and size. Much of their growth is attributable to 
cross-service. There is grave doubt both as to the effectiveness and 
economy of this line of action. It should be evident that we trul 
seek ways and means of doing our job more economically. Any dol- 
lar or man-hour we waste must be extracted out of our combat poten- 
tial and our very life depends upon our combat capacity. 


H. ITEMS STOCKED AND CONSUMED BY AIR FORCE 


1. Air Force depots normally stock 180,000 to 220,000 items of 
supply. This does not include the items provided to our bases from 
Army depots. The Air Force stock catalog contains about 500,000 
items. Each of our major air bases normally stock 70,000 to 90,000 
items. This count includes Army supplied items. The Air Force re- 
ceives active support through Army depots on about 60,000 to 80,000 
items. 
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2. The tonnage of material consumed by the Air Force compares 
closely with that consumed by the Army on a per man month basis. 
The dollar value of aeronautical matériel is higher than the average 
value of Army type matériel due to its technical nature. Each of our 
depots supports tactical units equivalent in manpower strength to one 
Army division. Its technical sab is even greater than that required to 
support the equipment of a division. Our bases carry a supply and 
maintenance load roughly equal to that of one mechanized combat 
team. The main difference is that we must operate from fixed bases so 
situated and supported as to assure necessary flexibility of air effort. 


I. INVENTORY LEVELS AND ISSUE RATES 


1. (Chart No. 6 not published, see Wiesbaden Exhibit 9, p. 1012,) 
Our depot stocks are tailored to the units and areas served insofar as 
possible. Where necessary or advisable, due to limited quantities, 
limited usage or special overhaul requirements, the majority of depot 
stocks are concentrated at one specialized depot which serves the whole 
area. For example, Burtonwood Air Depot might be specialized in 
instruments, electronics, and B-29 engines. * * * 

2. Our stock levels are based upon minimum operating requirements 
and safety factors. These loved and factors are prescribed in war 
plans and by policies of the USAF. Air Force Supply Manual 67-1 
is our basic guide on stockage objectives, resupply periods, and supply 
management policies and procedures. Issue rates are reviewed at 
least as often as resupply requisitions are submitted. Changes in such 
rates are reflected in such requests. Excessive requests are scrutinized 
by the bases and depots and require clear explanation by the command 
concerned. 


J. SURPLUS, OBSOLETE AND SCRAP DISPOSAL 


1. Our basic policies come from the Department of Defense and the 
military department providing the item. Air Force policies and 
procedures are issued by the Air Matériel Command in Supply Man- 
ual 67-1, Air Force technical orders and in regulations, letters, and 
special bulletins. This command is responsible for enforcing these 
instructions at our installations. 

2. Each national area poses peculiar problems that must be taken 
into account. In Germany, we must comply with policy instructions 
issued by the High Commissioner and the European Command. In 
this area the Army administers the disposal problem. In England 
and north Africa, the Air Force has a similar responsibility. In 
France, the Army has developed a disposal agreement with the French 
Government. We plan to adhere to this agreement and to make any 
local disposals consistent with Army policies. Detailed coordination 
will be accomplished. 


K. CONSERVATION AND SUPPLY DISCIPLINE 


Policies, standards, and procedures are accentuated throughout our 
operations. Every commander is held responsible for effective con- 
servation and use of both matériel and personnel. Each officer is 
rated on the point in his periodic effectiveness reports. Our Air in- 
spectors inquire into this subject during both regular and special 
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inspections. Our stock control, salvage, and reclamation and requisi- 
tion review systems are designed to enforce supply conservation and 
discipline. This is assured largely through the regular visits of area 
activity teams from the depot. Finally, but by no means least, our 
allowance tables and lists are under continuing scrutiny to reduce the 
quantity and range of items to minimum essentials. 


L. PROCUREMENT 


Procurement is conducted in this area on the basis of single service 
yurchase assignments. These assignments coincide with Munitions 
Board assignments. The policies and procedures follow those appli- 
cable in the United States area where possible. Variatians are based 
on local considerations such as national laws and commercial practices. 
In the occupied areas, we do buy items which are available from the 
United States. This procurement is financed through occupation 
costs charged to the German economy. Outside Germany, we buy 
only those items which are authorized by the Air Matériel Command. 
Much of this procurement is for MDAP. Our local policies, pro- 
cedures, forms, and contract terms are coordinated with the other 
services. Procurement in Germany is under the policy supervision 
of the High Commissioner and the European Command. 


M. REQUIREMENTS AND BUDGET 


Requirements and budget coordination in the supply field does not 
pose any great problems here. This problem exists mainly between 
the Army Technical Services and the Air Matériel Command. These 
agencies compute future requirements and budget needs based upon 
world-wide usage experience and approved operating programs. Req- 
uisitions from this area provide short-range usage and demand data. 
Our stock-status reports provide the assets factors. Our operating 
programs provide the basis for the detailed central calculations. 


N. INTERSERVICE COORDINATION 


Interservice coordination and cooperation is being adjusted on the 
basis of a war footing. We maintain a close working relationship with 
the Army and Navy. Our relationships and agreements are reduced 
to written understandings where necessary. Most of our business is 
conducted informally and by personal contacts and in a desirable 
atmosphere. 

0. SUPPLY STATISTICS 


1. We believe you may be interested in the following information. 
It is to be understood that this information is based largely on compu- 
tation factors and/or estimates and except in the case of line items 
stocked and square feet of storage space, it is not taken from records. 
The figures do not include rations, bulk petroleum products, sand or 
gravel, solid fuels, and supplies and equipment prestocked under au- 
thorized prestocking programs in accordance with current war plans. 

2. The average number of line items stocked at Air Force bases 
within USAFE is 33,000. Burtonwood and Erding Air Depots each 
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stock an average of 170,000 line items; 38 percent of these items are 
common-user items. Here on the Continent, EUCOM depots furnish 
Air Force depots and bases 24,000 line items a month * * *, Is- 
sues are proportionate to receipts. In the United Kingdom our depots 
and bases issue approximately 94 tons a month to Army units. 

3. Our bases have an average of 90,000 square feet of covered storage 
space. Erding Air Depot has 882,000 square feet of covered storage 
space, of which 674 square feet is dehumified. Erding utilizes 1,400,- 
000 square feet of open storage space. Depots in the United King- 
dom have available 870,000 square feet of covered storage space, and 
are utilizing 1,700,000 square feet of open storage space. 


AF occupied space at Army depots 





Type of property Covered space! Open space 





| 
: Square feet | Square feet 
Chemica 2, 000 0 
Engineer. ....-. Said chiki wm UD bee hSGs Saag aeteaaeaa ee bh Mpa eed Delain abe tainted 15, 000 75, 000 
Medical 3, 000 0 
Ordnance- 220, 000 | 175, 000 
Quartermaster 355, 000 1, 810, 000 
Signal e 62, 000 13, 000 
) 0 











P. REASONS FOR ASSUMING TECHNICAL SERVICE SUPPORT JOB 


1. Likely, you are wondering as to Air Force policy and inten- 
tions relative to the technical service support now provided by the 
Army to the Air Force in Germany and France. 

2. Subject to approval of the Secretary of. Defense, Air Force 
policy envisages and we have been directed to plan on assuming this 
support no later than the following dates: 

Quartermaster, excluding rations and petroleum by. October 
1, 1951. 

‘Chemical, Signal and Transportation by June 30, 1953. 

Engineer and Ordnance by June 30, 1954. 

3. In Germany, we have not yet assumed the whole QM job sched- 
uled due to shortage of depot space. The Army still stores some of 
this material for us for the present. 

4. We have asked the Air Force for early decision in this matter 
in order that we may plan and develop the necessary depot support 
if we are to assume the whole technical service support 6 ay 

5. If we are to assume this burden it is far better that we do so 
at an early date. Early action is necessary to prevent duplication 
of facilities and operating units and to allow the transfer before 
the job grows even larger in the France area. 

6. No doubt you want to know why the Air Force should provide 
its own depot support for technical service type material. _ 


8. The Army does not plan to operate distribution support de- 
pots * * * unless support through Germany becomes too 
dangerous or less economical. Their support requirement now and 


for the future is in agreement with this concept. * * *. 
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9. If the Air Force takes on its own support job * * * it has 
other advantages also. Included are the fo paseg 

a. Our units can obtain complete support from one source and 
under one set of procedures rather than by several sources and 
systems. 

b. We can shift air units between our major areas and not subject 
them to entirely new support procedures upon each move. 

c. This command can develop and administer an integrated and 
balanced support system for our whole area of operation rather 
than struggling with several different systems. 

d. This command can administer its support in direct relation- 
ship to its whole mission and assure balanced and minimum stocks 
in each area by centralized control. 

e. We will have a system adquate for the present and a sound 
basis for war emergency. The system we develop now must be suit- 
able for war use. 

f. We sincerely believe we can support ourselves just as economi- 
cally and effectively as the Army can do the job for us. 

g. By assuming our own support job in this area we can develop 
experience and techniques relative to supporting ourselves in areas 
where the Army has no forces. 

h. By assuming our own support job we are assured that it is 
directly responsive and accountable to our operational missions. 


WIESBADEN, GERMAN Y—EXHIBIT 2 


INTER-SERVICE GENERAL PoLicy AGREEMENT BETWEEN THE QUARTERMASTER GEN- 
ERAL, DEPARTMENT OF THE ARMY, AND THE DEPARTMENT OF THE AIR FORCE 
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1. Purpose.—This agreement establishes the responsibilities of the Department 
of the Army and the Department of the Air Force in providing and utilizing the 
Quartermaster and the Air Force type services, technical staff assistance and 
supplies of each Department, and hereby supersedes, in entirety, where in conflict 
with this agreement, the provisions of the following references with respect to 
comon service responsibility between The Quartermaster General, and the 
Quartermaster Corps, Department of the Army, and the Department of the 
Air Force and the U. 8S. Air Force: 

a. JAAFAR 1-11-57 dated 6 April 1949. 

b. AR 700-40, AFR 67-49, dated 23 October 1950. 

c. AR 750-11 and AFR 66-14 dated 3 July 1950. 

d. The Department of the Air Force and Office of The Quartermaster General, 
Department of the Army, agreement on division of stocks and distribution of 
supplies dated 28 December 1948 and annexes thereto. 

c. SR 7000-90-10, AFR 65-82, ‘“‘Transfer of Common Supplies between the Army 
and the Air Force at ZI Installations”, dated 11 October 1949. 

f. SR 700-50-5, Assignment of Certain Responsibilities to Heads of Technical 
Services for Items of Air Force Supply, 18 October 1950. 

g. Any other agreements or regulations in conflict with the provisions hereof. 

2. Definitions.—a, The term “Quartermaster and Air Force type services, tech- 
nical staff assistance, and supplies,’ as used herein, shall mean such services, 
technical staff assistance, and supplies of the Department of the Army and of 
the Department of the Air Force respectively, as the said Departments shall from 
time to time determine, by supplemental agreement hereto, to be included within 
the above term and the provisions of this agreement. 
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b. The term “cross-servicing,” as used herein, shall mean Quartermaster or 
Air Force type services, technical staff assistance, and supplies, as defined in 
paragraph 2. a. above, furnished by one Department for and at the request of the 
other, in return for which the requesting Department shall be charged on a reim- 
a bursable basis. 

i 3. Policy—The Department of the Army and the Department of the Air 
Force have mutually agreed: 

a. That the provisions of this agreement shall constitute the basic principles 
for providing from sources, independent one from the other, the Quartermaster 
type service, technical staff assistance, and supplies required by the Air Force 
and the Air Force type services, technical staff assistance, and supplies required 
by the Quartermaster General, Department of the Army. 

b. That, in the interest of economy and the national welfare, the Department 
of the Army and the Department of the Air Force may participate in cross- 
servicing, consistent with requirements of law and regulations, and within the 
capability of the furnishing Department to provide Quartermaster and Air Force 
type services, technical staff assistance and supplies. 

c. That this agreement shall be implemented by subsequent agreement or agree- 
ments between the Department of the Army and the Department of the Air Force 
providing for: 

(1) The assumption by the Department of the Air Force, in accordance 
with a phased program to be later developed, of responsibility for providing, 
independently of The Quartermaster General, Department of the Army, its 
required Quartermaster type services, technical staff assistance and supplies. 

(2) The assumption by the Department of the Army, in accordance with 
a phased program to be later developed, of responsibility for providing inde- 
pendently of the Department of the Air Force the Air Force type services, 
technical staff assistance, and supplies required by the Department of the 
Army, which are a responsibility of The Quartermaster General. 

(3) Establishment of implemental methods, procedures, and funding, per- 
sonnel spaces and other adjustments necessary to the accomplishment of 
transfer of these responsibilities. 

(4) Such cross-servicing as may be agreed to in accordance with the 
provisions of this agreement. 

4 d. When cross-servicing agreements supplemental hereto shall have been exe- 
cuted between the Department of the Army and the Department of the Air Force 
with respect to any Quartermaster or Air Force type service, technical staff 
assistance, and supplies, the requesting Department shall thereafter provide the 
furnishing Department with programmed qualitative and quantitative require- 
ments for such Quartermaster or Air Force type services, technical staff assist- 
ance, and supplies at such times, places and in such form as shall be stipulated 
in any such supplemental or cross-servicing agreement, and the furnishing Depart- 
ment shall advise the requesting Department, in terms certain, as to its capability 
for providing the services, technical staff assistance, or supplies required by the 
requesting Department. 

e. That the following services, technical staff assistance and supplies will be 
exempt from the operation of-this agreement and will continue as in the past: 
(1) Supply of subsistence and incidental services, including preparation 
of essential publications (Master Menu, “Recipes”, manuals, ete.). 
(2) Services, technical staff assistance and supply support of the Far 
Eastern Air Force, in accordance with “Agreement Between the Department 
of the Army and the Department of the Air Force concerning Support of 
FECOM”, 15 July 1950, subject to alignment with the policies and objectives 
of this general policy agreement upon termination of combat operations in 
FECOM. 
(3) Specific common service assignments by agencies of the Secretary of 
Defense and the Joint Chiefs of Staff and interdepartmental agreements 
with respect to: 
(a) Single-service purchase, industrial mobilization planning, 
cataloging and standardization. 
(b) Petroleum supply operations overseas. 
(c) Heraldry. 

(d) Coordination of development of joint doctrine and regulations 

governing mortuary facilities, services and supplies ; funeral and burial 
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allowances; post and installation cemeteries ; graves registration service 
to units in combat; and disposition of personal effects. 

(e) Research and development and Munitions Board activities and 
operations. 

(f) Current death mortuary facilities, services and supplies overseas, 
and activities in Continental U. S. in support thereof, 

(g) Establishment and operation of a central graves registration office 
and a central effects depot within Continental U. S. at any time that 
combat conditions require the temporary interment of large numbers 
of remains of deceased military personnel in overseas areas. 

(4) Purchase responsibility as currently performed for commodities not 

specifically assigned by the Secretary of Defense. 

(5) Government furnished property, as assigned by the Secretary of 

Defense. 

(6) Maintenance of combined supply pipelines in assigned areas as pro- 
vided by agreement between the Department of the Air Force and Depart- 
ment of the Army concerning Depot Stocks of Common Items in Certain Oversea 
Commands, dated 10 January 1950, as amended. 

(7) Continuance of storage of the presently earmarked reserves for 
oversea commands, 

(8) Technical training of common specialists in accordance with AR 350-95 

and AFR 50-18. 

4, Implementation.—In implementation of the provisions and policies there- 
tofore set forth, the Department of the Army will be relieved of responsibility 
for Quartermaster services, technical staff assistance and supplies to the De- 
partment of the Air Force and the Department of the Air Force will be relieved 
of all Air Force services, technical staff assistance, and supplies to the Depart- 
ment of the Army with respect to those items listed in Department of the Army 
Special Regulation 700—50—5, dated 18 October 1950. These reciprocal transfers 
of responsibility with respect to the services, technical staff assistance, and 
supplies now furnished each of the said Departments for the benefit of the 
other, shall include termination of the following common services, technical 
staff assistance, and supply support, and the substitution in lieu thereof where 
mutually practicable of departmental cross-servicing agreements. 

a. Storage and issue as set forth in AR 700-40 AFR 67-49. This will require 
physical transfer of: 

(1) Air Force owned stocks in Army Depots to Air Force installations: 

(a) Quartermaster clothing equipage including OD clothing. 

(b) Quartermaster general supplies including mess and kitchen equip- 
ment, Quartermaster refrigerators, office machines, office furniture and 
fixtures, Quarters furniture, special purpose vehicles and equipment, 
fixed and mobile laundry and dry cleaning equipment, fixed and mobile 
bakery equipment, commissary equipment, Quartermaster shop tools 
and equipment, Quartermaster expendable supplies, animal transporta- 
tion supplies and equipment, etc. 

(c) Petroleum handling equipment. 

(d) Spare parts and repair supplies for clothing and equippage, gen- 
eral supplies, petroleum handling equipment and materials handling 
equipment. 

(2) Army owned stocks in Air Force Depots to Army Installations: Sup- 

plies and equipment as set forth in SR 700-50-5. 

b. Depot maintenance performed by one Department for the other as specified 
by AR 700-50-11 and AFR 66-14. (This will require that the Department of the 
Air Force and The Quartermaster General, Department of the Army, establish 
and operate separate installations for depot maintenance of the equipment owned 
by each.) 

ec. Research and development as set forth in JAAFAR 1-11-57 dated 6 April 
1949. (This will require that the Department of the Air Force and The Quarter- 
master General, Department of the Army, be prepared to provide on a cross- 
service basis the funds and military characteristics for projects undertaken by 
each for the specific benefit of the other.) 

d. Provision of services for the preparation and publication of manuals (except 
as provided in paragraph 3.e.(1)) on use, operation, care and maintenance of 
equipment and material and publication of price lists, supply bulletins and sup- 
ply catalogs. 
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e. Technical staff assistance and services with respect to all Quartermaster 
specialities such as bakery, commissary, laundry and maintenance technical 
specialists. 

5. Savings provisions.—Temporary continuation of common service operations 
may be authorized if mutually acceptable to the primary parties to this agreement 
in those instances where an immediate transfer of function would dislocate or 
jeopardize current operations and activities of the Army or Air Force. Such 
common services will be terminated in accordance with a phased program to be 
actually developed between the Department of the Air Force and the Quarter- 
master General, Department of the Army, as a supplemental agreement hereto. 
Implemental action to this agreement will be initiated at the earliest practicable 
date. Tentative date for conclusion of the entire phased program is 30 June 1952. 

CHARLES B. Stone III, 
Major General, USAF, 
Director, Maintenance, Supply and Services Office, 
Deputy Chief of Staff, Matériel. 
Date: 23 February 1951 
H. FEeL_pMAN, 
Major General, USA, 
The Quartermaster General. 
Date: 23 February 1951. 


WIESBADEN, GERMANY—EXHIBIT 3 


Subject: Agreement Between the Office of the Quartermaster General, Depart- 
ment of the Army and the Department of the Air Force, Concerning Trans- 
fer of Responsibilities for Storage, Issue, and Depot Maintenance of Quarter- 
master Items From the Quartermaster General to the Air Force. 


1. References: 

a. Inter-Service General Policy Agreement Between the Quartermaster Gen- 
eral, Department of the Army, and the Department of the Air Force, dated 
23 February 1951. 

b. AR 700-40—AFR 67-49, Army and Air Force Responsibilities for Certain 
Personal Property, dated 23 October 1950. 

c. Department of the Air Force and the Office of the Quartermaster General 
Agreement on Division of Stocks and Distribution of Supplies, dated 28 Decem- 
ber 1948, and annexes thereto. 

d. AR 750-11—AFR 66-14, Maintenance of Supplies and Equipment, 3 July 
1950. 

e. SR 700-40—AFR 67-59, Supply of Common Items to Army and Air Force 
in Oversea Commands, 16 March 1951. 

f. SR 700-50-5, subject “Assignment of Certain Responsibilities to Heads 
of Technical Services for Items of Air Force Supply,” dated 18 October 1950. 

g. SR 700-90-10—-AFR 67-82, Transfer of Common Supplies Between the Army 
and the Air Force at A/I Installations, dated 11 October 1949. 

2. Insofar as there is conflict between the above references and this agreement, 
the latter will govern pending revision of the conflicting publications. 

3. Scope.—This agreement pertains only to storage, issue, and depot main- 
tenance of those Quartermaster type items (except subsistence) heretofore sup- 
pied to the Air Force by the Department of the Army the responsibility for which 
passes to the Department of the Air Force. 

4. Transfer of Responsibilities —It is hereby agreed that the responsibilities 
heretofore borne by the Quartermaster Corps, Department of the Army in sup- 
port of the Department of the Air Force, for the storage, issue, and depot main- 
tenance of Quatermaster type items, shall be transferred from the Department 
of the Army to the Department of the Air Force. 

5. Procedure.—The transfer of storage, issue and depot maintenance re- 
sponsibilities will be accomplished progressively, as follows, and will be com- 
pleted by 1 October 1951: 

a. A date, hereafter to be referred to as the cut-off date, will he established 
for assumption of bulk storage and issue by the Air Force of Quartermaster 
items by Quartermaster property class. 


94756—52 65 
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Dates of final transfer (cut-off dates) 
































| Be 
QM class Nomenclature | QM class | Nomenclature 2 
j | Pe 
| & 
June 1, 1951 } 71 | Badges, insignia, medals. H 
41 | Tools, hand. | August 1, 1951 ay 
55 | Textile clothing (except textiles). i ee 
72 | Boots, shoes. i] 18 | Instruments of precision. 
73 | Caps, hats, gloves. i] 53 | Stationery. 
74 | Individual equipment. i 54 | Office equipment. 
} 57 | Laboratory and mortuary apparatus. 
July 1, 1951 62 | Articles of special value 
5 | Flags. | August 15, 1961 i 
11 | Pumps. | | 24 | Duck. ise 
21 | Cordage. | 31 | Lighting apparatus. ce 
22 | Rope, wire; and wire, bare. 40 | Tools, machine. 3 
26 | Furniture. 46 | Metal in bars. Ds 
27 | Dry goods, textiles (except textiles). j 52 | Paints. ai 
29 | Toilet articles. 63 | Tableware. 
34 | Leather. 
37 | Athletic equipment, recreational ap- | | September 1, 1951 
paratus; sporting goods. : 
64 a and kitchen apparatus and 14 | Oils. 
nsils. i] 17 | Electric apparatus. 
99 Resale clothing. l} 28 | Blank forms. 
i} 36 | Rocks. 
July 15, 1951 i} 36 | Musical instruments. a 
i! 39 | Lumber. & 
13 | Engine room and fireroom fittings. | 45 | Pipe fittings. 
19 | Blocks, rigging. {| 51 | Acids, chemicals, drugs, gases, soaps. a 
30 | Bathroom and toilet fixtures. 1] 65 | Ovens, ranges, and stoves. a 
33 | Gaskets, hose, packing, rubber. i] 66 | Machinery. a 
38 | Brooms, brushes. {| 67 | Forage. c 
42 | Hardware. 1 70 | Agricultural implements. ; 
43 | Bolts, nuts and rivets, screws, washers. || BS 
58 | Petroleum storage equipment and fire || September 15, 1951 Ds 
extinguishers. i] q 
69 | Vehicles. i} 126 | MHE spare parts. ye 





b. Zone of interior: 

(1) Each Air Force Base 60 days prior to the cut-off date for a given 
property class, will submit one requisition through the AF stock control 
point to the appropriate Quartermaster Depot for sufficient stock to satisfy 
its requirements through the period during which the stock is being trans- 
ferred from Quartermaster to Air Force Depots. 

(2) Concurrently with the requisitioning mentioned in paragraph 5b (1) 
above, the designated destination on existing contracts (MIPR) will he 
changed to the appropriate Air Force Zonal Depot. Requisitions submitted 
to Air Force Depots subsequent to the cut-off date will carry newly assigned 
Air Force stock numbers as released in S—00-6 publications. The Quarter- 
master number may be used pending receipt of publications. 

(3) All back orders existing on cut-off date will be extracted to the prime 4 
tags ti responsibility for the Air Force class in which the back ordered 4 
item falls. 4 

(4) Following the cut-off date of each Quartermaster Class of items to be 
moved, the remaining assets in Quartermaster Depots will be withdrawn in 
toto and shipped to Air Force Zonal Depots as designated by Headquarters, 

AMC except reserves for oversea commands, which will be held indefinitely 4 
pending future change in general policy agreements. Prior to the physical 3 
movement, analysis of stock balances will be made for the purpose of avoid- j 
ing shipments of obsolete supplies or those not required by Air Force in the 
foreseeable future. 

(5) At least 20 days prior to the cut-off date for each QM Federal Class 
to be transferred, AMC will advise OQMG of the Air Force Depot destina- 
tion. This advice will be in the form of a copy of the last stock balance 
report furnished AMC by OQMG, properly annotated by line item to show 
ultimate destination. 

ec. Oversea: 

(1) Sixty days prior to the cut-off date, each Air Force Base will requisi- 
tion from the responsible local overseas Quartermaster Depot sufficient 
stock to satisfy its requirements through the period during which the stock 
is being transferred from Quartermaster to Air Force Depots. Quantities 


a 














FEDERAL SUPPLY MANAGEMENT 1005 





on back-order with the Quartermaster Depot will be considered in establish- 
ing the base requirements since oversea back-o1ders will not be canceled but 
will be transferred to the Air Force oversea shipment control depot. 

(2) Simultaneously with zone of interior withdrawal in toto, Air Force 
oversea depots will withdraw all Air Force equities of items from oversea 
Army Depots in toto as directed by the theater commander or higher head- 
quarters. 

(3) Air Force portion of items in the Army pipe line will be transferred 
by the Oversea Army Depot to the Air Force depots upon receipt of the 
consolidated shipment; i. c. Air Force portion of slash requisition will be 
diverted to Air Force Depots. 

d. Reparable items: 

(1) During the 60-day period prior to the cut-off date, bases will limit 
shipment of unserviceable reparable property to that which is necessary to 
meet master repair schedules for repairs during the period. Depot stocks of 
unserviceable economically reparable Quartermaster items credited to the 
Air Force, Air National Guard and Air Reserve Components on hand or en 
route to depot repair facilities during the 60-day interim period prior to 
cut-off date will be repaired, modified, rehabilitated, or otherwise processed 
to a serviceable condition by the Department of the Army in accordance 
with approved production schedules. Serviceable stock credits thus estab- 
lished will be depleted by the in toto shipment. Air Force assets of unserv- 
iceable economically reparable property which has not been processed by 
cut-off date will be subsequently repaired or rescheduled through QM shop 
for repair. After repair the items will be shipped to the appropriate zonal 
depot. 

(2) Following the cut-off date for each property class, Quartermaster 
installatioins having a depot maintenance function will determine the total 
quantity of spare parts and assemblies peculiar to depot echelon of mainte- 
nance of that particular class, as well as those common to both depot and 
field echelons. An equitable portion of the total on hand quantity will be ear- 
marked for the Air Force, taking into consideration any quantities which 
may be required for completion of repairs to Air Force property on current 
production schedules. Physical transfer of the Air Force equity will be 
made to Air Force depots to be dseignated by AMC under a phased schedule 
based on lists of balances to be furnished AMC by OQMG. 

e. Requisitioning during interim period: During the interim period prior to 
cut-off date, emergency requisitions will continue to be submitted by AF installa- 
tions and processed by Quartermaster Depots in accordance with current 
procedures, 

f. In the event there are insufficient stocks in Department of Air Force assets, 
including that for civilian components, to meet the demands of all requisitions, 
issues will be made until Air Force assets are exhausted. Requisitions for 
items for which stocks are exhausted will be annotated to indicate cancellation 
due to stock exhaustion and return to the requisitioner. Air Force bases having 
future firm requirement will re-requisition through Air Force supply channels. 

6. Technical Assistance.—a. The Department of the Army will assist the De- 
partment of the Air Force in the preparation and publication of manuals or 
other forms of instructional material pertaining to materials being transferred 
until such time as the Department of the Air Force is prepared to provide its 
own services of this nature. 

b. The Quartermaster Corps, Department of the Army, will provide, on a 
temporary basis, technical assistance as required and to the extent available, 
training facilities to the Department of the Air Force in connection with estab- 
lishment and operation of Depot Maintenance facilities for those items for 
which responsibilities are transferred. 

7. Purchase Responsibiilty—Purchase responsibility as currently performed 
for commodities not specifically assigned by the Secretary of Defense is not 
changed by this agreement. 

8. Personnel and Funds.—a. Funds and personnel spaces will be transferred 
in consonance with the transfer of responsibilities provided herein and in such 
manner as agreed upon by the Comptroller of the two Departments. 

b. The Department of the Air Force will be responsible for budgeting re- 
sponsibilities acquired by this agreement for the fiscal year 1952 and subsequent 
fiscal year. 
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9. Each Department will implement this agreement by issuance of appro- 
priate instructions to its agencies and commands in both the zone of interior 
and overseas. 


* * * * * * * 
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AFMSS-PC/Lt Col Rohrich/abk/56435 wrtn 5 June 1951 
JUNE 8, 1951. 
AFMSS-PC 
Subject: Assumption of bulk storage and maintenance responsibilities. 
To: Commander in Chief, United States Air Forces in Europe, OPO 633, c/o 
Postmaster, New York, N. Y 

1. Reference is made to: 

a. Incl. No. 1, Memorandum from Mr. Zuckert dated April 138, 1951, to the Chief 
of Staff, subject as above. 

b. Incl. No. 2, QM—AF Inter-Service General Policy Agreement dated February 
23, 1951. 

ec. Incl. No. 3, QM—AF Implementing Agreement, proposed. 

d. Letter from Hq USAF to your Headquarters dated March 13, 1951, subject 
as above. 

2. Reference 1. d. briefly outlined the general plan of the Air Force for the 
assumption of bulk storage and depot-maintenance responsibilities for those 
items presently being bulk stored and maintained by the various Technical Serv- 
ices of the Department of the Army. 

3. The Commanding General, Air Matériel Command, has been instructed to 
plan for assumption of bulk storage and maintenance responsibilities during 
fiscal year 1953 for those Transportation Corps, Chemical Corps and Signal Corps 
items used by the Air Force. The Commanding General, Air Matériel Command, 
has also been advised that the assumption of these same responsibilities for 
Ordnance Corps and Engineering Corps items are planned for fiscal year 1054. 

4. Prerequisites to the assumption of these responsibilities are agreements to 
be arrived at between the Department of the Army and the Department of the 
Air Force for each Technical Service concerned. It is anticipated that the agree- 
ments for the assumption of bulk storage and maintenance responsibilities for 
Chemical Corps, Signal Corps, and Transportation Corps items will follow the 
pattern cf the Quartermaster-Air Force Agreement referred to in reference 1. b. 
above. Copies of such agreements will be provided your Headquarters as they 
are consummated. 

5. To achieve the goal outlined in paragraph 3 above, on a world-wide basis, 
it is requested that the necessary studies be made and plans prepared for the 
assumption of these functions in your theater. It is further requested that the 
estimates of funds required for personnel, facilities, and operations for this 
project during fiscal year 1953 be prepared so that they can easily be included in 
your fiscal year 1953 budget requirements when called upon to do so. Copies of 
your plans and estimates will be furnished this Headquarters for review. 

By command of the Chief of Staff: 

ALFRED A. KESSLER, Jr., 
Brigadier General, USAF, 
Director, Supply and Services, Office, Deputy Chief of Staff, Matériel. 


3 Inels. 
1. Memo 4/13 Apr. 51. 
2. QM-AF Agreement 4/23 Feb. 51. 
3. Proposed QM-AF Implementing Agreement. 


[Enclosure 1] 


Aprit 13, 1951. 


Memorandum for the Chief of Staff. 
Subject: Assumption of Bulk Storage and Maintenance Responsibilities. 

This memorandum is intended to amend the basic Air Force policy on assump- 
tion of bulk storage and maintenance responsibility as laid down 26 April 1950. 
The latter policy limited assumption of responsibility to those items falling 
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into the category of either (a) Navy procured, or (b) purchased by the Army 
but for which a counterpart was already included in the Air Force depot system. 

Beginning with the Fiscal Year 1952, it will be the policy of the Air Force 
to begin assuming storage, issue and maintenance responsibility for all items 
of supply required by the Air Force. Such new responsibilities will not contem- 
plate procurement functions. Further, there will be excluded ammunition, 
subsistence, medical supplies and such other classes as may be agreed upon on 
an interdepartmental basis. 

Assumption of any new responsibilities of this nature will be on a planned 
and phased basis. In each instance, approval will be secured both from yourself 
and the undersigned prior to implementation. 

EUGENE M. ZucKERT, 
Assistant Secretary of the Air Force. 


[Enclosure 2] 


a DEPARTMENT OF THE AIR FORCE, 

2 HEADQUARTERS, UNITED STATES AIR FORCE, 

a Washington 25, D. C., Mareh 13, 1951. 
AFMSS-SP-la 

Subject: Assumption of Bulk Storage and Maintenance Responsibilities. 

To: Commander in Chief, United States Air Forces in Europe, APO 633, c/o 

Postmaster, New York, N. Y. 

1. The Assistant Secretary of the Air Force, in a recent memorandum for 
the Chief of Staff, USAF, announced the following policy: “Beginning with 
Fiscal Year 1952, it will be the policy of the Department of the Air Force to 
begin assuming on a phased and planned basis those responsibilities in the field 
of logistics (except as otherwise specified by agencies of the Secretary of Defense, 
the JCS, and interdepartmental agreements) which are now budgeted for and 
performed by the Department of the Army for the Department of the Air Force. 
Insofar as Quartermaster’s functions are concerned, they will be based on the 
current agreement, subject: ‘Interservice General Policy Agreement Between 
the Quartermaster General, Department of the Army and Department of the 
Air Force.’ Other agreements will be patterned on the above noted Quarter- 
master Agreement, but will be submitted to you for approval prior to imple- 
mentation.” 

2. The policy makes it possible for the Air Force to create a logistical organi- 
zation that is responsive to and capable of meeting the operational demand placed 
upon it and over which the Chief of Staff of the Air Force will have complete 
eontrol. 

3. The goal of this headquarters is to complete the assumption of bulk storage 
and depot maintenance responsibilities from the Department of the Army by 
the end of Fiscal Year 1954. In view of the magnitude of the task we are 
attacking the problem piecemeal—that is, Technical Service by Technical Service. 

4. The Assistant Secretary of the Air Force, Mr. Zuckert, has authorized the 
: Air Force to include in the Fiscal Year 1952, budget estimates, the monies 
a required to assume the bulk storage and depot maintenance responsibilities for 
i those Quartermaster purchased items which the Air Force requires. Present 

plans are to budget for the bulk storage and depot maintenance of the items 
presently being bulk stored and maintained by the other Technical Services for 
the Air Force during Fiscal Year 1953 and 1954. 

5. The authority to assume the bulk storage and maintenance responsMilities 
for Quartermaster purchased items resulted in an Air Force-Quartermaster Corps 
agreement, whereby the Air Force and the QMC will each assume bulk storage 
and depot maintenance responsibility for all items needed by them regardless of 
purchase assignments or agreements, with the exception of subsistence. A copy 
of this agreement is attached for your information. 

6. The absorption of the supplies and equipment will be on a time phased 
schedule by property class. The division of assets will be across the board 
in the overseas theaters, and stock levels will be established in the Air Force 
overseas depots to support Air Force units while the Air Force pipeline is 
established. It is obvious that this must be carefully planned and thoroughly 
coordinated in order that support of our forces will not be impaired. Inclosed 





Baer ba 


Dee P empl 











1008 FEDERAL SUPPLY MANAGEMENT 


for your information is the first draft of the plan prepared by Air Matériel 
Command for taking over the Quartermaster Items. This is not the final plan, 
but it will acquaint you with some of the details. As a matter of information, 
this headquarters has advised the Commanding General, Air Matériel Command, 
that that part of the plan which provides for the bulk movement of a 90-day 
level is not favorably considered. 

7. After your headquarters has had an opportunity to evaluate the impact 
of this transfer in your theater, it is requested that your estimates of the 
following items be furnished this headquarters for each Technical Service: 

a. The number of people required to perform the additional functions of depot 
storage and maintenance—does this exceed current resources—if so, by how 
much? 

b. The dollars required for supplies and for maintenance. (Labor and ma- 
terials purchased within the theater.) 

e. Storage space required in square feet—does this space exist today or must 
it be acquired and can it be acquired readily? 

By command of the Chief of Staff: 

ALFrreD A. KESSLER, Jr., 
Brigadier General, USAF, 
Acting Director, MS&F, Office, Deputy of Staff, Matériel. 
2 Incls. 
1. Tab A—Proposed Plan. 
2. Tab B—AF-A Agreement. 


{Enclosure 3] 


(TWX received March 16, 1950] 
BJ24. 
RR JFWC. 
DB JEPC 268A. 
R 152354Z ZEX. 
JV HQ USAF WASHDC. 
To COMGENUSAFB, Wiesbaden, Germany. 


AF GRNC 


From AFMAR 26591 Subj is AM Supply. Effective immediately all overseas 
requisitions for common and peculiar ammunition for AF support will be sub- 
mitted directly to CG, AMC, Attn: MCMSXM53. Requisitions will be prepared 
by AF units and submitted thru appropriate AF supply channels. Copies will 
be furnished to Overseas Supply Division, of appropriate PE for information 
only. Insofar as practicab'e AF CMDS will store both common and peculiar 
ammunition. Transfer of responsibility for storage of common ammunition 
from Army depots to AF depots may be accomplished as mutually agreed by 
AF and Army CMDS concerned, either by physical transfer of AF equity in 
existing Army stocks or by attrition of AF equity with subsequent resupply to 
AF depots. Provisions of directives in conflict with above policy will be dis- 
regarded pending rescissions and/or revisions thereto. 
15/2355Z 


CFN AFMAR 26591 MCMSXM53. 


WIESBADEN, GERMANY—EXHIBIT 5 
NOVEMBER 17, 1951. 
Memorandum to: Colonel Dyer. 
Subject: Information for the Bonner Committee Briefing. 

The following are some points of interest pertaining to Maintenance: 

1, Reclamation of Surplus Communications Equipment.—During the past two 
years, 65 tons of surplus communications and electronics equipment have been 
returned to Erding and rehabilitated. This equipment was left in this theater 
from World War II. Utilizing these 65 tons, nine 10-ton airfield communica- 
tions prepacks have been assembled * * *. 80% of the equipment used on 
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these airfield prepacks was made available through rehabilitation of surplus war 
materials. 

a. The following are specific examples of the rehabilitation mentioned above: 

(1) During a normal 30-day period the Ground Radar Shop at Erding re- 
habilitated $198,000 worth of equipment, with a total labor expenditure of 

800. 
veer The Airborne Radio and Radar Shop rehabilitated $50,300 worth of 
equipment, with a total labor expenditure of $635. 

(3) A contract has been let with a German firm by the name of Rhode and 
Swartz for the rehabilitation of electronics and communications test equip- 
ment. During the past year 400,000 DM have been expended on this con- 
tract; 426 items have been rehabilitated. 

2. Rehabilitation of Pierced Steel Planking (PSP).—During the past year and 
a half, approximately 22,000 tons of PSP have been rehabilitated at Erding for 
use by the Army and Air Force. This amount of PSP has been rehabilitated at 
a cost of $550,000. Had it been that a facility could not have been made avail- 
able to accomplish this work, the cost of providing 22,000 tons of new PSP would 
have amounted to $3,850,000. 

3. Cross-Servicing—Germany.—Cross-Servicing agreements for depot mainte- 
nance are in effect between Air Force and Army in Germany. As a result, the 
following is accomplished: 

a. Vehicles: The Army rebuilds on the average of 127 vehicles per month for 
the Air Foree. The Air Force rebuilds for the Army all Special Service vehicles 
in the hands of the Army. 

b. Aircraft: USAFE renders full depot support for all Department of Army 
aircraft utilized by EUCOM. During the past two years, 102 L-5 aircraft have 
been reconditioned for the Army, and 16 L-19s and 4H-23 aircraft have been 
a for the Army. Air Force repacks 200 parachutes each month for 
EUCO 

4. Cross-Servicing—UK.—In the UK, Air Force provides depot support to the 
Army for common-user and technical-service items. Presently, the Air Force is 
rebuilding on the average of 46 vehicles per month for the Army. 

5. Cross-Servicing— * * * Italy and North Africa.—Firm agreements have 
not yet been concluded in service logistic support in these areas. It is proposed 
that the service represented by the largest population of troops in any one area 
will assume responsibility for providing this support to other services. 

6. Cross-Servising—Base Level.—Cross-servicing is also carried on by the Army 
and Air Force units at base level. Examples are: 

a. Wetzlar Military Post (Army) renders field maintenance support to the 
601st AC&W Squadron (AF). 

b. Berlin Military Post (Army) performs field maintenance for the 
Templehof Air Base. 

ec. Templehof Air Base (AF) renders field maintenance to Army aircraft 
located in Berlin. 

d. Wiesbaden Military Post (AF) renders field maintenance support to 
Army units stationed on that post. 

Cross-servicing has not previously been carried on on a reimburseable basis. 
By mutual agreement of the services concerned, each service has included in its 
budget funds necessary to fulfill the requirements of the other services. In ac- 
cordance with instructions received at this Headquarters, wherein the Air Force 
would assume the responsibility of maintenance on technical service items, the 
only change in the now existing cross-servicing agreements will be that it will be 
conducted on a reimbursable basis. 

6. Maintenance Economy Measures.—The entire Maintenance program is con- 
tinuously being reviewed to determine more economical methods of management. 
As a specific example of this, USAFE has recently entered into contracts with 
Scottish Airways and Avio-Diepen (Holland) for the rehabilitation of 11 C-47 
aircraft. The purpose of this undertaking is twofold: One, the cost of overhaul 
is equivalent to that in the States; and, two, increased utilization of the aircraft 
can be effected, in that the time the aircraft is lost to the Command is one month 
less than the time required to return the aircraft to the U. S. 


WILLIAM A, Jack, Lt. Col., USAF. 
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WIESBADEN, GERMANY—EXHIBIT 6 


HEADQUARTERS, 
Unirep States AtrR Forces In EUROPE, 
OFFICE OF THE COMPTROLLER, 
APO 6388, USAF, November 21, 1951. 


Memorandum to: Chairman, House of Representatives Subcommittee on ex- 
penditures. 
Subject: Budgeting for Storage Space for Technical Service Items. 

The answer to the following question was requested by a member of your 
committee during a meeting held at this headquarters on Monday, 19 Noveu- 
ber 1951. 

Question: Did USAFE budget in its 1952 Budget for funds covering ware- 
house space for storage of technical service items for which USAFE was to 
assume responsibility for storage and issue? 

Answer: USAFE did not budget for the above project in its 1952 budget 
request. However, this headquarters has requested clear-cut decision from 
the Department of the Air Force on whether or not we are to provide our 
own depot support for technical service type matériel. In the event USAFE 
is to assume this support function, it is necessary from both an economic 
and security standpoint to do so at an early date, and beginning immediately. 
During FY 1952 space requirements in France area are one million square 
feet which can be met only through lease and rehabilitation. Cost of this project 
will be approximately 1.5 million for balance of FY year. 

Further, in view of the fact that this function was not budgeted for in 
the 1952 Budget it would be necessary, if this project is approved, to repro- 
gram the revised Fiscal Year 1952 M&O Budget and increase the 1953 M&O 
Budget. 

To the extent USAFE provides its own depot support, EUCOM requirements 
will be reduced accordingly since at present adequate facilities are not avail- 
able for both requirements. 

Rosert I. FLETCHER, 
Colonel, USAF, Deputy Comptroller. 


WIESBADEN, GERMAN Y—EXHIbBIT 7 


HEADQUARTERS, 
UnNItTep STATES ATR ForCES IN EUROPE, 
APO 633, USAF, November 19, 1951. 

Memorandum to Colonel Dyer, Log Plans A—4. 
Subject : Salvage disposal for Bonner Committee. 

Listed below are the amounts of ferrous and nonferrous metals generated and 
the disposition made for Germany and the United Kingdom, respectively, cover- 
ing period October 1, 1950, to September 30, 1951. 


FERROUS 
Germany: 
Sr TN crores cha Cae aang ioe: long tons__ 3, 931.0 
OR TIAN BS DL SCTUCEID OT TF, BI ane se sci ge meee ene do_._._ 579.74 
Shipped to Engineer procurement_____-_..__..--.-__~__- do__.. 643.0 
Sold on dollar contract to Van Heyghen, Ghent, Belgium___do____ 3, 867. 74 


Heavy metal sold at $25.90 per long ton. 
Light metal sold at $15.70 per long ton. 
United Kingdom: 


IT I a cel short tons__ 321. 68 
Fe | EE a IAS IE ERE IE SOLE ENED NSEE NTIS do___. 221. 68 
PAE et ea aR ERE RETR PRE Nnd Ege NES ie MAN TOR ey ee RI do__.. 100.0 


Dollars collected: $3,043.46. 
Sales made to— 


ECAR ge BR cg eo | ae ae Penne aera eet eee ora $937. 34 
OR is. RPANAIREL | ange an ON a ics ee dena sigh tnt Meer ganic 857. 94 
J. WORT We FIO a re OG oo es on ee cignacaws 575. 11 
S SOC ice enn Semmes 381. 14 


Cok RR, TW II aici nce mien e-- 201.98 
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NONFERROUS METALS 

Germany: 

Total generated 

Shipped to QM Procurement 

Sold on dollar contracts 

Sold at an average of $0.15 per pound. 
United Kingdom: 

On hand as of September 30, 1950 

Total generated 

Total sold 


354. 0 
200. 0 
48. 45 


20. 039 
90. 595 
44.0 
66. 634 
Dollars collected : $7,483.10. 
Sales made to— 

Maybank Metals, Ltd., 10,528 pounds 
Alumsac, Ltd., 15,528 pounds 


W. Ashton, Ltd., 55,975 pounds 
W. Ashton, Ltd., 457 pounds 
International Refinery Co., 4,008 pounds 
Maybank Metals, Ltd., 1,500 pounds 
Maybank Metals, Ltd., 1,290 pounds 


WIESBADEN, GERMANY 


Validity of cross-servicing on a department-wide basis 





GLEN R. JOHNSON, 
Colonel, USAF, Chief, Supply Division, A—4. 
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Specifications and standards coor- 
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Uniform catalog and reference 
identification system. 

Single service procurement of total 
military needs. 

Single system of depots and depot 
stocks. 


Single depot construction program . 


Single depot and consolidation of 
resources in each area. 

Consolidated or duplicating ac- 
counts and stock control system. 

Requirements computed on basis 
of composite experience. 

Stockage policy and levels of sup- 
ply are uniform. 

Single priority system for each 
item stocked. 


Budget detail developed by one | 


service. 
Funds administered by depart- 
ment providing support. 
Supporting department controls 
qualified technicians. 
Maintenance programs and prior- 
ities consolidated. 


Maintenance standards and tech- | 


niques made uniform. 


Excess and surplus administered | | 


by one service. 


Single requisitioning, shinning 


and follow-up procedure. 


Support doctrine geared to service | 


providing support. 
Supported service 
with support considerations. 


Rividity of support system due to \| 


size and allegiance. 


Substantial increase in lateral cor- | 


respondence and reports. 


Logistic support merged. Mili- | 


_tary responsibility separated. 
Financial or manpower savings 
cannot be validated. 
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| Standardized items and engineer 
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| Loss of command control by one 


descriptions. 

cross-servicing at 
operating echelons. 

Assists 
production control. 


service over resources. 
Emphasizes need of service op- 
erating depots. 
Strategic vulnerability. 
ice needs conflict. 
Management data mixed and 
control weakened. 
Requirements not geared to 
different needs. 
Stockage requirements vary be- 
tween services. | 
Services operating missions con- 
flict on needs. 
Budget structures vary. Esti- 
mates confused. 


Serv- 





loses 
control of own funds. 
Qualified technicians available 
to one department. | 
Maintenance requirements vary 
between departments. 
Acceptability 
product by each service. 


Facilitates redistribution or dis- 


posal. 
Facilitates 
operating echelons. 


Support doctrine conflicts with i] 


tactical doctrine. 


Interservice friction due to mis- || 


understandings. 


Support improvement and flexi- || 


bility imperiled. 


Increased overhead staffing re- || 
| 


quirement. 
Contradicts proven manage- 
ment principle. 
Military effectiveness 
tionable. 





of maintenance i 


cross-servicing at || 
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Desired. 








Do. 
Do. 
Not desired. 
Do. 
Do. 


5 | Desired. 


Do. 


Do. 


8 | Not desired. 
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WIESBADEN, GERMANY—EXxHIBIT 10 
NOVEMBER 1, 1951. 


Summary or U. S. Atr Force Supply AND SERVICE Support ARRANGEMENTS IN THE 
EUROPEAN AREA 


GERMANY AND FRANCE 


1. Depot procurement and distribution support provided by Army as follows: 
(a) Bulk petroleum supply (indefinite). 
(b) Subsistence (indefinite). 
(c) Medical (until 30 June 1954). 
(d) Chemical (until 30 June 1953). 
(e) Signal (until 30 June 1953). 
(f) Transportation (until 30 June 1953). 
(9) Engineer (until 30 June 1954). 
(h) Ordnance (until 30 June 1954). 

2. Depot maintenance support provided by Army for matériel distributed 
through Army depots. Army provides depot salvage, reclamation, and surplus 
disposal. 

8. Depot support required by Air Force and not provided by Army is rendered 
by Air Force depots for both Air Force peculiar items and common-use type 
items integrated into Air Force supply system. 

4, Following services are provided by Army: 

(a) Surface transportation other than organic. 
(b) Single service procurement. 

(c) Area administration in Germany. 

(d@) Exchanges and Commissaries in Germany. 
(e) Information and Education in Germany. 
(f) Dependents housing in Germany. 

(g) Postal and Records Service in Germany. 
(h) Real estate administration in Germany. 

5. Construction and Communications service support is provided by each 
service on a coordinated basis. 

6. Cross-servicing is effected on such items as Motor Vehicles repair and postal 
service where practicable and advisable. 

7. Service providing support computes detailed requirements and budget esti- 
mates, submits requisitions and administers depot resources. 


we 4 
VS DEPOT 


UNITED KINGDOM AND FRENCH MOROCOO 


1. Depot procurement and distribution support for both aeronautical type ma- 
tériel and common-user items is provided by Air Force for own support and for 
support of Army and Navy units in area which are attached. No depots are 
operated or scheduled by Army. 

2. Depot maintenance for all type of matériel is provided or arranged for by 
Air Force to meet own requirements and those of Army units. 

3. No depot support is rendered Air Force by Navy or Army within area. 

4, Air Force provides own service support, e. g., exchanges and commissaries, 
and supports Army and Navy personnel attached. 

5. Air Force provides own construction and communications service except 
that in French Morocco, Army District Engineer provides base construction 
support until facilities are completed. This support is rendered under super- 
vision of Eastern Atlantic Division Engineer. 

6. Air Force cross services attached Army units. 

7. Air Force computes detailed requirements, requisitions matériel and pre- 
pares budget estimates. 


SHAPE SUBORDINATE HQRS. 


1. Army is responsible for logistic and administrative support of SHAPE and 
SHAPE subordinate Haqrs. (U. S. elements) in Central Europe. Navy and Air 
Force renders support peculiar to their service as requested by Army. 
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2. Navy is responsible for logistic and administrative support of SHAPH 
subordinate Hqrs. (U. S. elements) in Southern Europe. Army and Air Force 
render support peculiar to their service as requested by Navy. 

3. Air Force is responsible for logistic and administrative support of SHAPE 
subordinate Hqrs. (U. 8S. elements) in Northern Europe. Army and Navy render 
support peculiar to their service as requested by Air Force. 

4. Each service may render reimbursable support to international elements 
of SHAPE subordinate Hqrs. subject to availability and as approved by the 
service affected. Policy directives relative to support of these Hqrs. are 
coordinated. 

OTHER AREAS 


1. Air Force has logistic support and administrative responsibilities in other 
European and Middle East Countries relative to: 
(a) Air Attachés and Missions. 
(bv) SAC operating bases. 
(c) Air Weather Service. 
(d) Air Rescue Service. 
(e) Air Intelligence activities. 
(f) Airways Communications. 
(g) Military Air Transport Service. 
(h) Stand-by Tactical Bases. 
(i) Mutual Defense Assistance Program. 
2. Detailed interservice support agreements are being developed as troop 
programs and plans indicate requirements. 
3. Pending establishment of self-supporting installations, support is rendered 
from active bases nearest requirement. 





ExuHIsit 11 





WIESBADEN, GERMANY 


DEPARTMENT OF THE ATR FORCE, 
Washington, January 4, 1952. 
Hon. HERBeErtT C. BONNER, 
Chairman, Inter-Governmental Relations Subcommittee, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

Dear MR. CHAIRMAN: There is enclosed a statement concerning WAF personnel 
which Headquarters, United States Air Forces in Europe, has prepared for your 
subcommittee. 

We would like to emphasize that WAF could be effectively utilized in far 
greater numbers, not only in United States Air Forces in Europe, but in all of 
our major commands. Despite our intensive recruiting drive, however, it is not 
anticipated that WAF personne] will be available in sufficient number to permit 
the assignment of the additional 900 which could be utilized in Europe by July 
1952. 

I trust this information will be satisfactory. 

Sincerely yours, 
Rosert E. L. Eaton, 
Brigadier General, USAF, Director, Legislation and Liaison. 


STATEMENT FOR THE BONNER SUBCOMMITTEE OF THE HOUSE COMMITTEE ON 
EXXPENDITURES 


When the Bonner subcommittee met at Headquarters, United States Air Forces 
in Europe (USAFE), on November 19, 1951, the WAF staff adviser was called 
upon to answer five questions : 

1. How many WAF’s are on duty? 

2. What kinds of jobs are they doing? 

3. Does this command want more WAF’s? 

4. Do you plan to replace male airmen with enlisted women? 

5. Are there any billeting problems? 

The answers to these questions were recorded while the meeting was in session, 
along with the testimony given on other subjects by pertinent USAFE officers 
present. However, because of the shortage of time, it was requested by the act- 
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ing chairman, Representative H. D. Donohue, that the subcommittee be furnished 
a more detailed statement for the record, to be submitted at a later date. Here- 
with is that statement. 

As of today, the total number of WAF’s in USAFPB is still 155, comprised of 33 
officers and 122 enlisted women. The latter are called airmen (WAF). The 
figure 155 represents four-tenths of 1 percent (0.004) of over-all USAFE military 
strength, and about 14% percent (0.015) of world-wide WAF strength. 

WAF personnel are assigned to Headquarters USAFE (83), to the Twelfth 
Air Force (65), and to the Third Air Force (7). They are stationed in Weis- 
paden, Erding, Frankfurt, and Rhein/Main, Germany; in Chateauroux and 
Marley-le-roi, France; in London, South Ruislip, Burtonwood, and Shaftsbury, 
England; and in Florence, Italy. The largest single group (838) is in Wiesbaden ; 
the second largest (40) is in Erding. 

The airmen (WAF) are assigned to a duty squadron, for example, a com- 
munications squadron, but areattached for housing, rations, supplies, and general 
welfare to one of the two WAF squadrons (Wiesbaden or Erding), or to the 
weather detachment at Frankfurt, or to the international squadron at Head- 
quarters SHAPE, This last squadron is made up of enlisted women from the 
NATO nations. 

Of the 34 airmen career fields approved in whole or in part for WAF’s, 12 fields 
are currently represented in USAFE. These are administration, supply, per- 
sonnel, communications, weather, medicine, food service, intelligence, ground 
safety, comptroller, air traffic, and lithography. At the present time, approxi- 
mately 50 percent of our 122 airmen are in administration. It has been esti- 
mated that USAFE could profitably use women in 22 of the 34 careers when addi- 
tional trained airmen (WAF) become available. 

WAF officers are assigned primarily to positions in the personnel, administra- 
tive, and comptroller fields, with one or two per fleld in transportation, clinical 
psychology, programing, and special investigation. WAF officers may be assigned 
to any career field for which they qualify, but, like the enlisted women, they are 
not assigned to tasks beyond their physical strength, to operational combat units, 
or to command (as distinguished from supervisory) responsibility over males. 
The degree of supervisory responsibility depends, of course, on the individual’s 
capabilities. 

In connection with the question asked on November 21 pertaining to the need 
for an increase in WAF personnel strength and to the contemplated use to be 
made of these women, it was explained at that time that USAFE can utilize an 
additional 900 women by July of 1952. This figure was arrived at after considera- 
tion had been given to the kinds of jobs women can do as well as or better than 
men, rather than to their use as immediate replacements for men. However, 
these WAF’s are future replacements in the sense that they have been requested 
instead of men to fill allotted troop spaces based on USAFE’s augmented mission. 
Consideration was also given to the availability of housing. With the assistance 
of the air installations officers at the various bases, it has been estimated that 
about 600 enlisted women can be satisfactorily billeted almost immediately. But 
WAF’s in this number are not on hand for overseas shipments, nor will they e 
until the Stateside demand is filled. It cannot be predicted exactly when this 
will take place. Much depends on the success of the new recruiting drive, which 
began on the 11th of this month, Armistice Day. 

The recruiters are faced with the problem of finding qualified women who be- 
lieve that they can best contribute toward maintaining the peace-war balance by 
becoming an integral part of the Air Force. If this seems too idealistic, a more 
realistic approach is to “sell” the Air Force as a career, a career commensurate 
with those now enjoyed by women successfully employed in business, industry, or 
the professions. In this connection, any support that the Congress can give 
toward making a career in the services as desirable as one outside will immeasur- 
ably assist in the expanded and improved utilization of military womanpower. 
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(Overseas Survey) 


TUESDAY, NOVEMBER 20, 1951 


House or REPRESENTATIVES, 
SUBCOMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS, 
Bonn, Germany. 

The subcommittee met Tuesday, November 20, 1951, 10 a. m. in the 
office of the High Commissioner of Germany, Bonn, Germany, Hon. 
Harold Donohue, acting chairman of the subcommittee presiding. 

Members of Congress present: Harold Donohue, acting chairman, 
Herbert C. Bonner, W. J. Bryan Dorn, Bill Lantaff, Cecil M. 
Harden, Charles B. Brownson, Thomas Curtis, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk; 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; 
Robert F. Cartwright and Lee Seymour of the General Accounting 
Office; John Elliott, State Department escort officer; and Brig. Gen. 
Clarence C. Fenn, Department of the Army escort. 

High Commissioner representatives: Glenn Wolfe, Director of Ad- 
ministration, HICOG, Wiesbaden, Germany; Fletcher Mitchell, As- 
sistant Director of Administration; and John McCloy, High Com- 
missioner of Germany. 

Mr. Donouve. The meeting will be in order. Ladies and gentlemen, 
this subcommittee, as you probably know, is a subcommittee of the 
House Committee on Expenditures. We are with you today for the 
purpose of getting certain information that will aid us in approaching 
the subject of surplus property and scrap, in the future, so that any 
mistakes that have been made in the past will not be repeated. We 
will proceed. 

Mr. DononvueE. Do you have a statement that you might care to make 
at this time, Mr. Wolfe? 


STATEMENT OF GLENN WOLFE, DIRECTOR OF ADMINISTRATION, 
HICOG, WIESBADEN, GERMANY 


Mr. Wotre. No prepared statement, Mr. Chairman. After my ap- 
pearance before the subcommittee last summer, I did not prepare a 
statement because I thought that after your trip you would probably 


Note.—Asterisks denote classified material deleted for security reasons. 
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have additional questions that we probably missed during the summer. 
I would like to say that Mr. McCloy would like to come in at the 
meeting probably at a quarter to 1lorso. He is working very hard to 
get ready for his trip to Paris this afternoon, and he is running on a 
‘very tight timetable, but he would like to come in and meet the sub- 
committee about a quarter to 11 if that is convenient with you. I have 
no statement at all—no other than would not be a repetition probably 
of things that we said last summer before the subcommittee. But you 
probably have additional questions that you may want to ask. 

Mr. Dononve. Well, probably it might be in order at this time if 
you could develop how the surplus property that was left here follow- 
ing World War II was turned over to the German Government. 

Mr. Wotre. All right, sir. 

Mr. Curtis. Let me ask one question, knowing of this subcommit- 
tee’s interest, knowing of the interest demonstrated by hearings in 
Washington which you have just referred to: Do I understand that 
there has been no effort here to develop the information that the com- 
mittee desires in the meantime ¢ 

Mr. Wotre. Not at all, sir. 

Mr. Curtis. Well, then, you said you didn’t have any additional 
statement to make other than that you made in Washington, and the 
committee then demonstrated there was other information they desired 
and more information and more light on the subject. 

Mr. Wotre. I am sorry, sir. We forwarded all the information 
that was requested by the subcommittee. Not at all in any way did 
we feel we had not accompished everything the subcommittee asked 
for. I feel that every story that was told before the subcommittee was 
a full story. Your interest is sincerely appreciated, and all of the in- 
formation that was requested was sent to the subcommittee, and in 
addition we have clarified the history of the agreements. I will be 
very happy to make this general statement as to how it was developed 
and how it was disposed of, but certainly I think that we have done 
everything to prepare for the subcommittee hearings all the informa- 
tion that was desired. But I felt that, with this trip the subcommit- 
tee has taken, there may be some questions developed that you did not 
think of and we did not think of and probably have not thought of 
yet. 

Mr. Donouvr. Have you got a copy of the contract between the 
German Government, STEG and Dawson; that is, “Trucks and 
spares”? And I might suggest that, before you reply to any ques- 
tion that might be asked on this, you give your full name and your 
position, so that it might be recorded. 

Mr. Woxrr. My name is Glenn G. Wolfe. I am Director of Ad- 
ministration for the office of the High Commission for Germany. 

Mr. Dononvr. What is your reply to the question that I proposed to 
you relative to the contract that was drawn between STEG and 
Dawson or “Trucks and Spares”? 


THREE TYPES OF SURPLUS DISPOSAL TO GERMANY 


Mr. Worrr. Well, if I may go back to your first question, Mr. Chair- 
man. With respect to surplus in Germany, there were three types. 
The first type was what we referred to as a “quantitative receipts” 
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program. Beginning directly after the cessation of hostilities, the 
Army turned over surpluses of all types to local German organiza- 
tions and government units, to be used in rehabilitation. That was 
principally in the form of clothing, food, medicines—everything to 
prevent disease and unrest in the community. That began almost im- 
mediately after the beginning of the occupation. The second part is 
what we call the bulk-deal program. That was the normal surplus 
property program that we had in every other country. The bulk- 
deal program was that property declared surplus through the Office 
of the Foreign Liquidation Commission, and through them sold to the 
Germans, What was then the German Government, or the Bizonal Eco- 
nomic Council. The third part was the “surplus incentive materials” 
program. During the immediate postwar period one of the biggest 
problems economically in Germany, and still a serious matter, was the 
»roduction of coal. Housing in the Ruhr Valley was extremely scarce 
siete it had been bombed out. To provide some incentive for the 
miners to go back to work in the mines and live under very difficult 
conditions and away from their families, the Army turned over to the 
German authorities all types of materials to be as an incentive for the 
miners to go back to work. There, again, the then Bizonal Economic 
Council, or German Government, accepted responsibility on the pay- 
ment. ‘There were two types of payment, or two types of contract. 
One covered both the “quantitative receipts” program—that is, the 
individual pieces passed out—and the bulk-deal program. As we 
understand it, the bulk-deal program and the “quantitative receipts” 
were settled on a basis of 21 percent of cost value—that is, the con- 
tract—and you undoubtedly have copies of the contracts referred to. 
The “incentive materials” program was settled on a basis of tonnage, 
for about $1,089—I believe the figure was—per ton. There were about 
40,000 tons of that material involved. The original bulk-deal con- 
tract, as spelled out in an agreement between the Bizonal Economic 
Council, the OFLC, and the military government was a contract pro- 
viding, spelled out in the contract, an estimated 875 million dollars’ 
worth of property, cost value, that was to be sold to the Bizonal Eco- 
nomic Council on the basis of 21 percent of the cost value. This was 
an estimated figure, and I cannot attempt, of course, to speak for the 
Army on this point, but it was estimated that there was 875 million 
dollars’ worth of property in the depots at that time which were sur- 
plus. When it was counted, apparently there was considerably less 
than that. 
Mr. Curtis. Could I interrupt to follow this thing as to when that 
was counted, the date, and who did it? 


ARMY CONTRACT FOR BULK DISPOSAL 


Mr. Wo tre. I am going to have to refer to the Army for that answer, 
sir. The contract was signed in January of 1948. 

Mr. Curtis. January 31¢ 

Mr. Wore. That’s the effective date of the contract; it was signed 
on January 23, 1948. I would have to refer to the Army just when it 
was counted. May I back-track just a minute here, sir, and state that 
the Office of the United States High Commission, when taken over from 
the military government, assumed here the physical responsibilities ? 

Mr. Donouvr. That was when? 
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Mr. Wotre. That was on September 21, 1949. All of these contracts 
were signed prior to that time. They were signed between OFLC and 
the Economic Council, or between the Army and the Economic 
Council. 

Mr. Donouve. Would you refer to the contract that had to do with 
the bulk-sales agreement—— 

Mr. Wotre. Yes. : ae 

Mr. Dononve. That paragraph that had to do with the conditions 
in which we accepted the bulk of this surplus property. 

Mr. Wo tre. Yes, sir. 

(Pars. 1,1 (a),1(b),1(c),1(d), and 1 (e) of the bulk-sales agree- 
ment are as follow: ; 

1. The United States will sell and the Bizonal Economic Council will buy (as 
is, where is, without warranty except as to title) all property in Germany de- 
clared by the United States Army to the Foreign Liquidation Commissioner for 
disposal as surplus property on or before 30 September 1948, except that the 
following property is specifically excluded from the property to be transferred: 

(a) Property which the United States Army determines to be nondemilitarized 
combat matériel, including ammunition, or flyable aircraft, or components and 
spares suitable for use with respect to flyable aircraft ; 

(b) Air navigation, communication, weather, and other special technical 
facilities of Air Navigation, Communication and Weather Control Units; 

(c) Serap, salvage and waste materials. For the purposes hereof, scrap shall 
include property determined by the United States Army to be of value primarily 
for its scrap content and may include items which have some residual value for 
use in their present form; 

(d) Property of lend-lease origin ; 

(e) Property not specifically listed above but which is not permitted to be 
owned, manufactured, imported, exported, transported or stored pursuant to 
decisions of the Allied Control Council for Germany ; 


The Allied Control Council was the forerunner, of course, of the Allied 
High Commission. The Allied Control Council at that time was a 
quadripartite organization including the Russians. 

Mr. Curtis. Now, the estimated value of the property that you have 
referred to is $875 million ? 

Mr. Wotre. Right. May I just read one short paragraph to you, 
Mr. Chairman, which is an important part from the standpoint of the 
included, excluded, or accepted also. 

(Pars. 1 (f) and 1 (g) of the bulk-sales agreement are as follow:) 

1. (f) Property which, on or before the effective date hereof, has been sold or 
committed for sale to others, or which in the judgment of the Central Field Com- 
missioner for Europe, acting for the United States, was on the effective date hereof 
the subject of negotiations from which he could not fairly withdraw ; 

(g) Such other property declared surplus as the United States may, in excep 

tional cases, withdraw from surplus before transfer to the Bizonal Economic 
Council. 
Now, that is very important from our research activities in going back 
and finding out why there is a difference between the $875 million and 
apparently the value that was later determined to be about $400 
million, 

Mr. Dononve. In other words, that determination wasn’t made be- 
fore you entered into this agreement with the existing German Gov- 
ernment ? 

Mr. Wotre. That determination, again from our research activities 
when we arrived in September 1949, from our research—again I’d 
like to refer to the Army for an answer, but my guess is that the value 
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was probably there, but many other contracts had been entered into 
for that surplus, or many other commitments had been made to trans- 
fer, for example, which took a tremendous amount of the property in 
Germany, but all of the bookkeeping, all of the commitments, had not 
been totally recorded. I think there was a paragraph in the agreement, 
where it was not certain that the property in the development had not 
already been committed—— 

Mr. Curtis. Could I interrupt just a minute? On that you have 
made a review of that; instead of dealing in hypothetical terms, do 
you all know what actually was transferred out of there? 

Mr. WoxrFe. Sir, as the Office of the United States High Commis- 
sioner here, I point this out: There are two agencies involved, and I 
don’t want to presume to answer for another agency. 

Mr. Curtis. No, sir; I’m not asking you that. I am asking whether 
you have made an investigation to determine just what was transferred 
out of there? Instead of dealing in hypothetical terms, we are deal- 
ing in actualities. What was—— 

Mr. Wo rs. The actual transfer to the German Government we 
know. 

Mr. Curtis. No; you were making a remark that this provided, it 
could have had a lot of material going out to the French Government. 
I am asking you did you review it to see if it did go out, what was it, 
and how much ? 

Mr. Wo.re. No. That was a responsibility of the United States 
Army, who declared the surplus, and the OFLC, that sold it. 

Mr. Curtis. Yes; but, in getting our own figures straight, it would 
be important to review it, at least know it. 

Mr. Wotre. As the Office of the United States High Commissioner 
in Germany, our principal point of certainty here was what was trans- 
ferred to the German Government. 

Mr. Curtis. Well, who does take cognizance of this over-all contract 
of January 31, 1948, to find out just how it was implemented and 
how it was carried out? 

Mr. Wotre. The Army, sir; the United States Army. Our point is 
that we must be certain as to what was delivered to the Government 
of Germany and that the German Government pay. 

Mr. Curtis. Well, here is the point. This was signed by Major 
General Hyssong, representing OFLC. Now, from one standpoint, 
you all have taken over that contract which was with the Bizonal 
Economic Council, when the Bonn Government theoretically took 
over that part of the contract. Is that correct? 

-Mr. Wore. The Bonn Government has accepted the contract as 
written, and it was part of our duty at the occupation statute time 
to see to it that the Federal Government of Germany did accept. 

Mr. Curtis. Here is what I can’t understand. I appreciate the 
Army and a lot of other people have concern with this basic con- 
tract, but it seems to me that the High Commissioner of Germany is 
the one who ought to be familiar with every detail that was carried 
out in the past. Particularly, Mr. Bonner, the chairman of the sub- 
committee, has pointed out, you all know we were concerned with it, 
and asked you people to come before us, and you did come before us, 
and now we want to know how this contract was carried out from 
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January 1948 on, and you want to deal in generalities, and I ask 
you to deal specifically. 

Mr. Woxre. I say, sir, that is a responsibility of General Henning 
or others, of the United States Army. 

Mr. Curtis. Did you people ask them? Why didn’t you call them 
in and ask them ? 

Mr. Wotrr. Sir, we do not extend the responsibility to the United 
States High Commissioner beyond the borders of Germany. 

Mr. Curtis. Yes; but in order to find out what you are doing in 
Germany, you do have to call in other people. 

Mr. Wore. We know exactly every item that was transferred to the 
German Government, we know the cost value and the appraised value. 

Mr. Curtis. It is my understanding, if you actually reduce this 
amount of the basic cost value to our Government, which was $875 
million, if you reduce that amount, you would also be reducing the 
amount the German Government would be liable under that contract. 
I don’t care who reduces it. 

Mr. Woxrre. Well, sir, that is right, but that amount was reduced 
long before the United States High Commissioner came into being. 

Mr. Curtis. Yes, but in reviewing it, surely you should know why 
the circumstances, and that is all this committee is asking you—what 
are the circumstances, not generalities, but what actually was done? 

Mr. Wo re. I can certainly, sir, go to the Army and ask them to 
provide that information as to why and where the property was 
shipped. 

Mr. Curtis. Tell me this: Are there any representatives of the Army 
here today ? 

Mr. Wotre. General Henning is here. 

Mr. Curtis. He probably can clarify that for us. 

Mr. Wotre. I’m not sure. 


ACQUISITION COST OF BULK SURPLUS DISPOSAL 


Mr. Curtis. Well, tell me this, as a final question from me. This 
figure of $875 million, was it determined as the value of the materials 
that were going to be turned over to the existing German Government 
by the Army; 1s that correct ? 

Mr. Wotre. Again, from my reading of the contract, from all of 
our research activities that we have carried out and our conversations 
with the Army or conversations with OFLC, everything we have been 
able to find out, the people who prepared the contract back in late 1947 
and signed early in 1948, determined that that was the estimated 
acquisition cost of all surpluses then existing in Germany. 

Mr. Curtis. Now the existing German Government, without ques- 
tion, had their representatives present for the purpose of examining 
whether or not that was a reasonable and fair evaluation of that prop- 
erty; is that correct ¢ 

Mr. Wotrr. I would say yes, their representatives were there. They 
did insert this particular proviso at the request of the Army ; the Army 
requested the insertion of it because, as our research develops, there 
had been commitments made to other governments for the sale of this 
surplus, and they were not sure at that time whether all of the surplus 
of $875 million would go to the Germans or 400 to the Germans, 200 to 
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the Belgians and a hundred to the French. 
it, was later determined. 
Mr. Curtis. What I have in mind is this: Here you have got the 
entire contract and it is spelled out; and they said to the Germans, 
the existing German Government, “We are going to turn this over to 
you subject to these conditions, and as consideration for us turning 
this material over to you, you are going to pay us 20 percent, 21 percent, 
of $875 millions;” is that correct ? 
Mr. Wotrer. That is correct if you add the one proviso in the con- 
tract; that says, however, the parties hereto shall promptly hereafter 
consult and establish procedure to determine the amount of surplus 
property transferred hereunder and the purchase price shall be ad- 
justed to 21 percent of the original cost. In other words, it was 
apparently evident at the time that this $875 million was (1) an 
estimate, (2) they weren’t sure what had been already committed 
elsewhere, so they said, “Now the total value is $875 million, for 
which you agree to pay $183 million if it is all there and if other 
commitments have not been made, and if other commitments have 
been made then the amount will be adjusted.” 

Mr. Corris. Now tell me this: That sum of 183 million has been 
reduced down to approximately 43 or 67—now who brought about 
that reduction ? 


That, as we understand 





REDUCTIONS OF ORIGINAL ESTIMATES 

























Mr. Wotre. That is correct; this all occurred under the Army, and 
as they made the inventories, as they pulled out other commitments, 
apparently this was reduced. Now we have not, as the Office of the 
United States High Commissioner, gone back, as Congressman 
Curtis suggests, and pulled out specific inventories of that $875 mil- 
lion that was transferred elsewhere and just how that was reduced. 

Mr. Curtis. In other words, you are not in a position to tell us 
whether or not that reduction was made to justify, that question can 
best be answered by the Army? 

Mr. Wotrr. That is correct. 

Mr. Lantarr. * * * You have stated there was approximately 
$400 million worth of surplus property conveyed to the Bizonal Eco- 
nomic Council. It is my understanding, however, that at the present 
time, the status of the United States claim against the Bizonal Eco- 
nomic Council, or the comparable German agency, is only $67 million. 
Why is the difference so much ? 

Mr. Wotre. We know we have a net credit here on the bulk-deal 
program. The bulk-deal program is only one of the surplus prop- 
erty programs. The net credit on that is $67 million which repre- 
sents about 21 percent of the cost value of the property turned over. 

Mr. Lantarr. You mentioned that it was about $400 million. 

Mr. Worre. It was approximately $350 million instead of $400 
million. 

Mr. Lantarr. In other words, this 67 million represents 21 percent 
of the value of the property we turned over to the German Govern- 
ment ? 

Mr. Worre. That’s my understanding and as it was given to us 
by the Army who made the inventories. 
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RESPONSIBILITY OF HIGH COMMISSIONER RE SURPLUS 


Mr. Lanrarr. What control do you exercise over this agreement ? 
Mr. Wotre. The a control that we exercise, from September 21, 
1949, the date of the High Commission, is over the $67,000,000. Our 
responsibility following the occupation statute, the responsibility of 
‘the High Commission, is to be sure that that is always shown as a dol- 
lar debt to the United States, and that is all. We see to it that the 
$67,000,000, or whatever the value is, is always on the books. 

Mr. Lantarr. Was it my understanding that you have nothing 
whatever to do with the determination of the amount of that debt? 

Mr. Wotrer. That’s right. 

Mr. Lantarr. That is purely the Army’s? 

Mr. Woxrr. Yes. We have absolutely nothing to do with it. 

Mr. Lantarr. Is there any record in your files indicating the exact 
dollar value of the property transferred ? 

Mr. Wo tre. No, sir. 

Mr. Lantarr. How did the Army tell you? 

Mr. Wo re. In various conferences. It is their responsibility to 
maintain the physical record which was transferred to OFLC. 

Mr. Lantarr. Was it always on an informal basis? 

Mr. Wotre. No, the records are there and in the OFLC. 

Mr. Lantarr. You don’t have comparable records here to substanti- 
ate our claim of 67 million ? 

Mr. Woxre. No, sir; we have none except it is on the records of the 
Treasury. 

The procedure to be followed, if I may go through that just a min- 
ute, is that the property was declared surplus by the Army back in 
1946, to the Office of the Foreign Liquidation Commission, who deter- 
mined the value. The Army and the OFLC determined the value, and 
they determined the sales price. Now * * * 

Mr. Lantarr (interposing). Right at that point. You say “they” 
determined the value. Did they notify you of the value of that 
property ¢ 

Mr. Wotrr. No, sir. Again, this is prior to the time we took over. 

Mr. Lanrarr. When you took over, did they notify you? 


ASSUMPTION OF DEBT BY NEW FEDERAL REPUBLIC 


Mr. Wotre. No, sir. The only one point that we were involved in 
any way, shape or form is that in any settlement, contractual or peace 
settlement with Germany, the $67 million is recognized by whatever 
new government that takes over. For instance, we had elections. Our 
job was to see to it that the new Federal Republic recognized and ac- 
cepted that $67 million debt to the United States. We in that respect 
are acting as agents in seeing to it that that debt is recognized. If at 
any time that debt must be proved by figures, by facts, by inventories, 
we merely go right back to OFLC and the Army, if necessary, but 

articularly to OFLC and their records which exist today in Wash- 
ington and there you will find undoubtedly a complete list and in- 
ventory. 

Mr. Lantarr. When you took over, was the status of that account 
exactly $67 million ? 
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Mr. Wo tre. I can give you the exact figure, I think: Sixty-seven 
million seven hundred thousand odd dollars. 

Mr. Lantarr. Has it been changed any since you took over? 

Mr. Woutre. A few minor details. 

Mr. Lantarr. What about property reacquired by the Army ? 


RE-ACQUISITION OF SURPLUS PROPERTY BY ARMY 


Mr. Woxre. In the reacquiring of the property by the Army, we 
asked the German Federal Republic to ask STEG to freeze all prop- 
erty, stop all sales or shipments. The STEG Corporation did it im- 
mediately until those surveys were made. Now, here’s where we will 
enter into an inventory problem because we carry on the negotiations 
with the Federal Government. The Army, after they complete their 
reacquiring program and their inventory, made their detailed inven- 
tory and have sat down with the Germans and priced it and have said: 
“How much did it cost? How much was it appraised at when it was 
turned over tothe Army”? Then we will sit down in negotiations on 
the reduction of that debt. 

(Mr. McCloy entered the conference.) 

Mr. Wore. May I introduce Mr. McCloy. 


STATEMENT OF JOHN J. McCLOY, UNITED STATES HIGH 
COMMISSIONER OF GERMANY 


Mr. McCyoy. I am sorry that I have such little time to spend with 
you. You come at a pretty busy time. We are just in the midst, I 
suppose Mr. Wolfe has told you, of the move from Frankfort, in the 
first place. That’s rather a major operation. I am just about to go 
to the Foreign Ministers’ meeting in Paris with the Chancellor on 
the so-called contractual relations and, naturally, this is rather com- 
ing close, at least I hope, to a general convention which will serve, we 
hope, as an interim peace treaty until we can work out arrangements 
with the Soviet for a final treaty. As a result, time has been rather 
restricted the last week. I wili leave this afternoon for Paris and will 
be gone until Friday. 


HIGH COMMISSIONER’S ATTITUDE ON SURPLUS DISPOSAL 


I am generally familiar with this situation, and Mr. Wolfe, I am 
sure, is familiar with it in detail. Ihave the feeling that our effort 
to deal with this surplus property of the war was a major effort and 
one well-defined to conserve property and conserve values, and despite 
the fact that it was done on such a large scale, it was, I think, pretty 
well planned out as compared with the methods used after the First 
World War. STEG has gotten into the newspapers a good bit, and 
I have had to particularly review some of the transactions from time 
to time, many of which occurred long before I got here. I got the 
general impression—I may be wrong, but I think I’m right—that the 
arrangement that was made whereby this property was turned over 
to the German agency and the dollar credit established for its value, 
was an appropriate method to use and that were it not, perhaps, for the 
Korean episode, there would not have been the emphasis placed upon 
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it—the values of pre-Korea which resulted from the emergence of an- 
other war-like period which so sharply accentuated the relative prewar 
and postwar costs with the actual war costs. We played a sort of cat- 
and-mouse game with this thing. We turned the property over and we 
still have a hold on it. It is not a very satisfactory method for the 
purchaser, but I think it came to about as close an approximation of 
our interests as we could reach. 

I don’t know just how long you are going to be here. I don’t know 
whether you will be here when I get back or not, but I certainly can 
assure you that as long as you are “here we will try to give you all the 
information which we have any control over and all the cooperation 
we can possibly render. If you are here after I get back, if there’s 
anything more you would like to take up with me, I would be very 
happy to have you do so. 

Again, I apologize for not being able to take as much time as I 
would like this morning and other times to meet with you, as I would 
normally have, because of the things I have mentioned. Unfortu- 
nately, in addition to the activities “that I have already outlined, I 
think this week we have altogether six congressional committees here, 
so one does have to distribute one’s time. 

Maybe this will be of some interest to you. For the first time we 
are having the so-called staff conference in Bonn in this building. 
We usually had those in Frankfurt, and since the early days of mili- 
tary government they were held there. That means that the land 
commissioners come in, the observers come in, the consuls come in, and 
the heads of the divisions, and we have a go-around. This one is a 
rather important one this morning because we are taking steps to 
bring about a rather radical reduction in force. It is a painful and 
somewhat. sad period. There are many more ramifications in con- 
nection with that that we have to go into this morning. It is rather 
an important meeting. I also want to bring them up to date with 
the status of the political situation and the contractual negotiations. 
I don’t know if you have any questions. 

* * * * * * * 


Mr. Curtis. May I ask a specific question with regard to the rela- 
tionship of the High Commisisoner and the State Department in 
reference to this particular matter ? 

Mr. McCrory. You mean the STEG matter? 

Mr. Curtis. Yes. Is the High Commissioner under the State De- 
partment / 

Mr. McCoy. Yes. 

Mr. Curtis. And OFLC, which signed this basic agreement, is under 
the State Department, but is being liquidated. Is it your understand- 
ing, sir, that you, as High Commissioner, are representing the United 
States Government as far as this contract is concerned, or what agency 
would be? 

Mr. McCoy. I being the highest United States representative in 
Germany, I suppose T have the responsibility for everything that 
happens in Germany, so that, in that sense * * 

Mr. Curtis. And to protect the United States interests, as they 
might be, in this particular contract ? 
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Mr. McCoy. Yes. 

Mr. Curtis. That was my understanding. 

Mr. McCioy. If you will excuse me, I will go to the other meeting. 
Are you going to be here on Friday ¢ 

Mr. Dononvs. Not in this area. 

Mr. McCuoy. I'll be here until about 1 o’clock this afternoon; then 
I’m leaving for Paris. 

Mr. Wotre. May I ask that Mr. McCloy’s statement be classified. 
The first part of his speech. 

Mr. Dononvr. We will see that it is properly classified by the State 
Department. We'll take a recess of 5 minutes now. 

(Whereupon, a recess was taken.) 

Mr. Dononve. Mr. Lantaff, have you further questions? 

Mr. Lanrarr. Yes, I do. Mr. Wolfe, I am impressed by the fact 
that my original conception, the amount of property turned over to 
STEG was approximately a billion dollars at 21 percent of the acqui- 
sition cost. That information was given to the committee in our 
hearings in the United States. Obviously that is not true, and of the 
available surplus equipment here in Germany only about one-third 
of it was transferred to the German Government and two-thirds was 
transferred elsewhere. Now this committee would like to know where 
that was transferred. Our interest is prompted for two reasons: (1) 
Our hearings developed the fact that many purchasing commissions 
from other governments would acquire this property indirectly for 
Dawson. We also would like to know whether or not any of that 
equipment can now be recaptured. For example, General Ridgway is 
now very concerned about getting more surplus property back to 
Japan, because of his rehabilitation program. <A rehabilitation pro- 
gram is going on here. If only a third of it was sold to STEG where 
did the other—two-thirds—of this surplus property go? 

Mr. Worrr. Recapitulate just a minute on this. First we are talk- 
ing about the bulk-deal program. 

Mr. Lanrarr. That's right. 

Mr. Wotre. That is the 875 million. The contract price. Yes, we 
think there was $875 million worth of property, and if there was, the 
German Government agreed to pay us $183 million for it. However, 
if on counting we find there isn’t $875 million worth of property be- 
cause of prior commitments, of course the $875 million would be re- 
duced, so would the $183. 

Mr. Lanrarr. I understand. 

Mr. Wotre. Now I may be derelict in my duty in not having fol- 
lowed this right down to the last penny when we came in here in 1948— 
49, but I take it on this basis: I accepted this contract, as Mr. McCloy’s 
representative—he being the senior United States representative in 
Germany—I accepted this contract at its face value. As of today, 
under the bulk-deal program, you understand, there has been no dis- 
agreement of any kind come to us as the United States senior repre- 
sentative in Germany, by either the Army, OFLC or the Germans, 
saying, “No, that is not correct.” 

Mr. Lanrarr. You have well explained your position in that matter. 
But who can tell this subcommittee where around two-thirds of this 
$875 million worth of property went ? 


Mr. Wotre. I would say the Army and OFLC. 








1028 FEDERAL SUPPLY MANAGEMENT 


Mr. Lanrarr. You say Army? To what command? 

Mr. Wo tre. I don’t know whether EUCOM here has a record. 

Mr. Lanrarr. You say OFLC? That is all part of the State De- 
partment, and as an agency of the State Department can’t you get this 
information ? 

Mr. Wotre. I can, sir. 


DESTINATION OF SUBSEQUENT DISPOSALS NOT KNOWN 
Mr. LantaFr. * * *, 

Mr. Wotre. I couldn’t say it wasn’t. 

Mr. Lanrarr. According to the discussion developed here this 
morning, on the weight of 21 percent of the value it would come 
out * * * if they can only * * * somebody got the great 
bulk of this surplus property that went somewhere else. 

Mr. Wo re. I would like to say this: On that basis I probably erred 
in not getting into the entire details of this. I didn’t feel that it came 
within our responsibility. However, I will, I would like to say right 
now that I will get a crew of auditors together and if necessary, send 
them to Washington or any place else, and dig out every piece of sur- 
plus property. 

Mr. Lantarr. We are not concerned with crying over spilt milk, but 
we do want to know where this property went because it was our un- 
derstanding it all went to STEG. Obviously that is not true. The big 
bulk of it went some place else. 

Mr. Wotre. I think you are probably right. May I make a per- 
sonal statement off the record ? 

Mr. Lantarr. Let’s leave it this way ; the subcommittee wants to run 
it down, and if you will help us run that down, we shall all appre- 
ciate it. 

Mr. Wotre. I certainly will do everything in my power to run this 
down. 

(The following information was later furnished for the record after 
a review of files pertaining to this subject :) 

At the outset it must be remembered that the $183,750,000 figure contained in 
the bulk-sale contract, being 21 percent of the estimated original acquisition cost 
of $875 million, was purely an estimate. This estimate having been prepared 
many months in advance of the actual turn-over must be considered in light of 
the tremendous difficulties under which it was developed. The property was 
necessarily constantly being moved, transferred, used, and replaced during the 
time figures were being compiled, therefore, the estimate, because of these normal 
and usual operations, could not be considered a firm estimate and this fact was 
recognized in the contract. 

Aside from this consideration, the following significant facts offer a reasonable 
explanation for a difference between the estimate in the contract and the amount 
which was subsequently determined to be the charge against Germany: 

1. The records of the office of the OFLC reveal that between the time the esti- 
mate was transmitted in September 1947 and the effective date of the contract 
January 31, 1948, some $280 million (original cost) of material had been disposed 
of to Greece, Austria, Italy, France, Norway, and others. 

2. During the aforementioned period in (1) reexamination of military require- 
ments of the United States Armed Forces in the zone of the interior was in 
progress and resulted in a general increase in the quantity of material scheduled 
for return to the United States with a corresponding reduction in amounts later 
available for release to Germany. 

3. Presidental Proclamation 2776 issued subsequent to the compilation of the 
estimate broadened the definition of ‘combat material” and thereby automatically 
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prevented the release to Germany of certain items previously scheduled for 
transfer. 

4. The occupation troop strength in Germany was not reduced at the rate origi- 
nally contemplated and, therefore, resulted in a portion of the materials being 
retained for troop use in Germany. 

Although specific amounts were unknown when the estimate was in preparation 
many of the above variants were anticipated prior to the execution of the agree- 
ment and paragraph 3 of the agreement provided for the contingency of a short- 
fall in deliveries. ; 

Mr. Lanrarr. Information reaching this subcommittee indicates 
that EUCOM is desirous of recapturing from STEG numerous ve- 
hicles to use in their rehabilitation program, and there is some policy 
of HICOG that has prevented that. Do you know anything about 
that? : 


COSTS OF RECAPTURING SURPLUS PROPERTY 


Mr. Wotrr. No. It-is absolutely the reverse, sir, from every policy, 
every program, every plan that we had on the recapture of equip- 
ment we have assisted the Army to the maximum degree. The recap- 
ture of equipment for these two freezes has cost plenty of money, not 
only for us in settling claims of the United States but also in just 
shutting Cown depots, for example, for 60 or 90 days in which the 
Army has gone through every depot and whether or not it was a 
thumbtack or a tractor that was to be reacquired the expense was 
the same. 

Mr. Lantarr. Does STEG have the authority to settle any of these 
third-party claims and charge the amount due to the United States? 

Mr. Wore. Where the property has not transferred, the title to 
the property has not anatoated to the buyer. Now under German 
law a man must pay for the property before title passes; he must 
pay in full; and where that payment had not been received in full 
title had not passed; therefore they go to STEG with the claim. If 
the title has passed, they go to the Army with their claim. Now, 
some time when all these claims are settled or when all this inventory 
is made and we know the amounts we are going to have to sit down 
with STEG and settle the over-all problem of the cost of shutting 
down their depots. 

Diawar, - ©, 

Mr. Wore. They can, but not without our checking, and we would 
not accept every claim, and every claim would be gone over. 

Mr. Lantarr. STEG doesn’t submit anything to you before they 
settle ¢ 

Mr. Wotre. Oh, yes. Indeed, yes. 

Mr. Lantarr. How much has been paid to third parties either by 
STEG or by Army? 


THIRD PARTY CLAIMS NOT PAID 


Mr. Wotre. None, sir. I don’t think the Army has paid any. 
STEG has paid none. 

wae. Curse, FF, 

Mr. Wore. It has been transferred to the Army, and we have 
approved no claims and would not until it has been submitted to you. 

Mr. Lantarr. * * *, 
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Mrs. Harven. Mr. Wolfe, I believe the subcommittee has informa- 
tion that there were about 30,000 tons of tools that have been reclaimed 
by Army. Is that correct? 

Mr. Wotre. I can get the entire inventory that has been submitted 
by the Army. 

Mrs. Harven. Would you submit that for the record? I think, 
about 14,000 trucks. 

Mr. Wotre. We can give you a complete inventory of the material 
that has been reclaimed by the Arniy in both instances. 

Mrs. Harven. Thank you. That is all. 

Mr. Brownson. Id like to ask at this time questions that fit into 
three categories. Would you like to discuss, first, the category deal- 
ing with STEG and then come back on the other questions ? 

Mr. Dononvre. Yes. 

Mr. Brownson. I'd like to ask what further reductions in the 
amount of money due on this surplus material has been made? We 
have had some rather hazy information in some cases that some 
further reductions in this amount were made due to the loss of major 
assemblies and other types of unforeseen damage. Could you go over 
historically this price situation as far as you know it as to any revi- 
sions downward that have been made since the original contract ? 

Mr. Wotre. The revisions downward. First let me say that the con- 
tract again, all of the downward revisions or anything occurred prior 
to September 1949. Again we accepted the contract on its face value. 
Yes, the gentleman from the General Accounting Office has told us in 
reviewing some of the OFLC records back home—the transfer slips— 
that there have been some downward revisions of the figures. 

Mr. Brownson. Is there any negotiation going on at this time con- 
cerning the total amount of this contract; is a sum under discussion ? 

Mr. Wo tre. No, sir, it is not. The Germans made a recap of what 
they thought would be a fair revision, but we have taken no action 
and intend to take no action on the proposal at all. It was not a formal 
proposal, 

Mr. Brownson. What was,the basis for their proposed revision ? 

Mr. Woxre. Well, there were three or four items. Wait a minute. 
That again would not pertain to bulk deals. 

Mr. Brownson. That is on the other deals? 

Mr. Worre. Yes. 

Mr. Brownson. Which, on incentive and quantitative receipts ¢ 

Mr. Wourr. Yes. I think there is one item on the bulk deal, probably, 
requiring heavy cost, they said, of taking, for instance, all the buttons 
off of uniforms and dyeing khaki material and things like that. 
Frankly, the Germans haven't made a formal proposal of it at all, and 
I might say that certainly our inclination as far as dealing with STEG 
alone under the surplus property debt alone as distinct from other 
debts of the German Government, we would not consider any revision 
downward of the present contract. 

Mr. Brownson. We have digressed from this present subject a little 
bit. I can’t help but be curious as to what disposition was made of all 
the equipment of the German army. Was that handled under the 
spoils of war # 
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DISPOSITION OF GERMAN MILITARY EQUIPMENT 


Mr. Wotre. All military type of equipment was demilitarized. 

Mr. Brownson. And turned into scrap and salvage ? 

Mr. Wotre. That’s right. And then we had what we called the 
captured enemy material. 

Mr. Brownson. There was no monetary accounting, that was just 
turned back as good will. 

Mr. Wotrr. Yes. The principal thing was demilitarizing of the 
Germans first, and then what was left 

Mr. Brownson. Did anybody ever have any concept or estimate as 
to the amount of material involved in those two categories—first, that 
which was demilitarized and turned into scrap, and second, that which 
was turned over to reinforce the civil economy 4 

Mr. Woxre. The captured enemy material program, began with the 
cessation of hostilities and dealt with the disposition of all such mate- 
rials captured by the American Army. There was no contract or pro- 
cedure set forth in the beginning as to the method under which this 
material should be disposed of nor was there an agreement as to the 
value of these properties; however, they were estimated to be worth 
approximately three billion reichs-marks. This program dealt with 
many different types of commodities, including captured ammunition 
in the amount of 215 thousand tons. The so-called aluminum program 
which dealt with the reducing of airplane parts into pig aluminum. 
Fifty percent of the recovered aluminum was to be placed at the dis- 
posal of the United States Government. The remaining 50 percent 
was to be released to the German economy. Some 18,000 tons were 
recovered. Then they had the engine dismantling program. 

Mr. Brownson. Do you show whether the 50 percent was turned 
over to the United States Government ? 

Mr. Wotre. No, sir. 

Mr. Brownson. Was that an Army program ? 

Mr. Worre. That was an Army program. This program was com- 
pleted, I would say, in early 1946. Then we had the signal equipment 
dismantling program, the scrap recovery program, and the waif goods 
program. And in the beginning the presidents of the various laender 
or states were charged with expediting these operations, the demili- 
tarization, and the distribution of the captured equipment. 


“QUANTITATIVE RECEIPTS” DISPOSAL PROGRAM 


Mr. Brownson. How much was the total value involved in the 
quantitative receipts program ? 

Mr. Woxrr. The total value, 21 percent, was $91 million. And 
there—if I may expand on that just a minute, sir. 

Mr. Brownson. Please do. 

Mr. Wore. The quantitative receipts program, I think we are able 
to speak a lot better from the record standpoint now than we have 
been before, as of today, this $91 million debt does not yet appear 
on the books of the Treasury as a dollar debt to the United States. 
It appears on our books as a commitment. The Federal Republic 
picked it up as a commitment after the election, the formation of the 
Government, on a basis of 21 percent of roughly, $350 to $375 
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million in value. This type of program was food, medical, clothing, 
etc. That was turned over to the ministers-presidents of the various 
lands or what was then state government, and down even to the kreis 
level where they gave out the children’s clothing or the medical sup- 
plies. The records on that are now being finally audited and will be 
sent to Washington as a detailed inventory of what was turned over, 
the cost value, and at 21 percent. 

Mr. Brownson. Will that go to State? State in Washington or the 
Army ¢ 

Mr. Wotre. That will go to State and the Treasury. 

Mr. Brownson. The State and Treasury ? 

Mr. Wotre. That and the $58 million under the SIM program or 
the incentive material program completes the total of $217 million 
German debt to the United States for all surplus material. 

Mr. Brownson. Is that all dollar debts? 

Mr. Wotre. That is all dollar debts. That is to be paid for in dol- 
lars unless we call for accelerated payment in local currency. 

Mr. Brownson. Just as a point, how much is the total amount at 
the present time of the funds that you have on hand here, your counter- 
part fund, unexpended, and unobligated ? 


SPENDING OF COUNTERPART FUNDS 


Mr. Worre. You must mean GARIOA counterpart. I have to 
consult the books to give you the exact figure—I can do it. We work 
on the basis, since the counterpart funds are continually coming in 
month after month, we work on a basis of committed gains and antici- 
pated receipts. We may not have more than 50 million deutschemarks 
on hand right now, but we may be programing on an annual basis of 
650 million deutschemarks with 50 million deutschemark receipts per 
month for the next 12 months. 

Mr. Brownson. In other words I get the impression here in Ger- 
many you are spending your counterpart funds as fast as they come. 

Mr. Wotre. We have been, that is true. The counterpart funds in 
December, we have just completed the audit—it took us 2 years to 
complete the audit of it—but the GARIOA counterpart funds as of 
December 31, 1949, were zero. Up to that time, they had been ex- 
pended in full. So since that time, we now have sufficient counter- 
part to carry through our entire program this fiscal year and take 
the High Commnissioner’s office off occupation costs as of the 1st of 
April and still carry on a part of the next fiscal year program, al- 
though a small part. For all intents and purposes, I would say, 
excluding any economic aid in the next fiscal year, the counterpart 
would disappear by the end of 1952, calendar year. 

Mr. Brownson. By January 1, 1953? 

Mr. Wotre. That is correct, sir—unless more dollar economic aid 
is granted Germany and thereby more counterpart. 

Mr. Brownson. I have some questions, later on, on developments in 
salvage, but I will give it back at this time, Mr. Chairman. 

Mr. Donouve. Mr. Dorn? 


* * * * * * * 
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Mr. Brownson. What is happening, Mr. Wolfe, to this STEG prop- 
erty during this period of the discussion of the agreement and so forth ¢ 
What are they doing with it right now? 

Mr. Woire. You have less than 5 percent remaining with a tre- 
mendous amount of that in scraps since the Army has reacquired every- 
thing they can possibly use. There are a lot of items as you will see 
that are plain scrap and have been there for 6 years and not sold, and 
I don’t doubt but what they will stay there for a good while longer, 
until the German rearmament program can devise a means to use 
that scrap material. 

Mr. Dononve. Mr. Curtis? Just a moment, Mr. Curtis. 

Mr. Bonner. If I am wrong I want you to correct me. Now, 
Dawson was the sales agent for STEG on a percentage basis—yes or 
no? 

Mr. Wotre. Yes, sir, he was. 

Mr. Bonner. Now has it been shown anywhere in our record the 
amount of material that STEG sold through Dawson, dollars or Ger- 
man marks, that STEG received ? 

Mr. Wotre. That question was asked of me last summer, when I 
was back there. We provided the information. 

Mr. Bonner. You provided it? 

Mr. Wo tre. Yes, sir. 

Mr. Bonner. And the amount that Dawson received as commission ? 

Mr. Wotrr. Dawson didn’t receive a commission. 

Mr. Bonner. I understood he was on a percentage basis in the con- 
tract with STEG. 1 don’t want to go into the details and go over any 
information now in the report, but I just want to get that clear. 


DAWSON CONTRACT WITH STEG 


Mr. Worre. You might say it was on a consignment basis. In 
February of 1950 [inaudible] Dawson signed a contract with STEG 
saying; —a agree to pay you $3,200,000 for all stocks of motor vehicles, 
trallers—— 

Mr. Bonner. We won't go over it if it is in the record. The record 
now shows what STEG has used. 

Mr. Curtis. On that particular point, here in the record on page 84 
we were talking to Mr. Monticone, and he said, “Trucks and spares 
made numerous contracts. There were 10 contracts they made. I 
do not know here just what percentage goes to STEG and what per- 
centage goes to trucks and spares, but I can find that information out.” 
The information is not included in our record at that point. 

Mr. Bonner. That was my recollection, and that is what I antic- 
ipated when I came here, we would be able to ascertain a lot of that. 

Mr. Wotre. We can ascertain exactly. 

Mr. Curtis. Have you made an inventory or gone over these STEG 
records, to see what profit STEG made? 

Mr. Wotrr. What profit STEG made? 

Mr. Curtis. Yes. STEG hasn’t made any prot, It didn’t enst 
them anything. What has become of the money ? 

Mr. Wotre. Well, you mean the property didn’t cost them any- 
thing because it is on a credit basis? 

Mr. Curtis. Yes. They certainly accumulated some assets. 
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Mr. Wotre. That’s right. 

Mr. Curtis. Well, what did they accumulate ? 

Mr. Woxre. The accumulation as of last July when the funds were 
turned over to the German Government, the net proceeds of all STRG 
operations was 167 million deutschemark. 

Mr. Curtis. What was it in dollars? We sold this in dollars. 

Mr. Wo tre. That is roughly $40 million. 

Mr. Curtis. What has the accumulation been since ? 

Mr. Wotre. The accumulation has been since then—sir, we clo not 
have it because we turned over at that time those deutschemarks to the 
Federal Republic. 

Mr. Bonner. They have had some since then ? 

Mr. Wotre. Yes, sir. 

Mr. Bonner. What has it been since then ? 

Mr. Wo tre. Roughly, about deutschemarks 13 million or about $4 
million. 

THIRD PARTY CLAIMS INDEFINITE 


Mr. Bonner. Do you have any estimate as to the amount of third 

party claims / 

Mr. Wore. We haven't any idea as yet. 

Mr. Bonner. Are we going to be further in the hole after this thing 
over than we already are now ? 

Mr. Wotre. Not if we can avoid it, sir. 

Mr. Curtis. I will follow up a little further. You say “net pro- 
ceeds.” What is the cost allowance to STEG, just administrative 
expenses or what ? 

Mr. Woxre. Salaries, warehouse rentals, handling charges, and so 
forth. 

Mr. Curtis. And anything like they might pay to Dawson or per- 
sons who made similar contracts ? 

Mr. Worrt. I'll explain how we got here. Back in Military Govern- 
ment—— 

Mr. Curtis (interposing). You are talking before January 31, 
1948 ¢ 

Mr. Wotre. Then and afterward. The United States Military 
Governor required that STEG deposit with the Military Governor 
the net proceeds on all sales of surplus property. 

Mr. Curris. Let me get this straight. I didn’t think STEG was in 
existence then, but that it was the Bizonal Economic Council. 

Mr. Wore. No, STEG was established in 1946; Bizonal Economic 
Council at a later date. 

Mr. Curtis. You are saying its predecessor because STEG was not 
in existence then ? 

Mr. Wotre. No, sir. STEG was in existence then. The net pro- 
ceeds were deposited with us. I don’t know the requirement other 
than to say that military government said: “This is our responsibility. 
We are still the governing body and we’re going to hold on to it.” 
We held all those funds until this summer and the German Govern- 
ment requested those funds. Actually, as long as they have the 
acknowledged debt of the dollars involved, and understand this covers 
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all three programs, not just the bulk deal—they had deposited with 
us in net proceeds D. M. 167 million. 

Mr. Curtis. That’s roughly * * *. 

Mr. Worre. About $40 million. We have returned that. Under 
the occupation statute, we had no right to it, so we returned it to the 
Government. 

Mr. Curtis. That did not then include any proceeds that STEG 
would be acquiring under this January 31, 1948, agreement ? 

Mr. Wotre. Yes. It included all three programs. 

Mr. Curtis. So, actually, you were acting as a treasury? 

Mr. Wotre. We were the depositary. 

Mr. Curtis. Under these contracts? 

Mr. Wotre. And we have now returned these deposits to the Ger- 
mans. 

Mr. Curtis. When you say “we,” you mean HICOG? 

Mr. Wotre. We akiowlationd that responsibility as trustee from 
military government. We should have surrendered those deutsche- 
marks on the day the occupation statute was established. 

Mr. Curtis. Did we do any auditing when the funds were turned 
over as to their source in comparison with this particular contract? 

Mr. Wotre. Under military government—— 

Mr. Curtis (interposing). Let’s eliminate military government. 
Starting with the date of the contract, January 31, 1948. 

Mr. Wotre. That is military government. They did not go out 
of business until September 1949. 

Mr. Curtis. I beg your pardon. That is correct. 

Mr. Wo.rr. Under military government, because we were still the 
sole government—you might say we were the dictating government— 
we had a representative always with STEG, and his job was to watch 
every bit of their financial transactions. When we signed the Occupa- 
tion Statute and the charter, we gave up that right we had as a govern- 
ing body over STEG and it became then strictly a German activity. 

Mr. Curtis. You were then, as a fact, representing the second party, 
the Bizonal Economic Council, and the United States Government’s 
interests were more or less represented by OFLC? Would that be a 
fair statement ? 

Mr. Worre. No, sir. Upon the signing of this agreement, you 
mean ? 

Mr. Curtis. Yes. I am directing my attention to this agreement. 

Mr. Worre. On the signing of this agreement, it was signed by the 
Bizonal Economie Council, Dr. Koehler, representing the Germans, 
and General Hyssong representing OFLC, representing the United 
States Government. 

Mr. Curtis. Which was under the State Department ? 

Mr. Wore. Yes, I believe so. 

Mr. Curtis. And getting to the present, I am interested in who is 
going to look out for the United States interests in this agreement, 
and who, in turn, in looking out for the German interests. As I get 
the picture, under military government, military government was, in 
effect, concerned about the Bizonal Economic Council’s phase of the 
agreement and then I said, if that is a true statement, then OFLC 
would have been looking out after the United States Government’s 
interests. Would that be an accurate analysis? 

94756—52—-67 
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Mr. Worre. As to military government looking after the Bizonal 
Economic Council, only to the extent that military government had 
to approve any contract. 

Mr. Curtis. It was also taking in the money, too? 

Mr. Wotre. Yes, military government took in money. 

Mr. Curtis. Now, in what way did military government look out 
after what OFLC was doing? In any way, or did OFLC operate on 
its own hook representing our Government ? 


OFLC AND ARMY RESPONSIBILITIES IN SURPLUS DISPOSAL 


Mr. Wotre. I would say on the sale of surplus property it was pri- 
marily an OFLC responsibility with Army responsibility to see the 
inventories checked, the proper amount was turned in, and so forth. 

Mr. Curtis. I am trying to pin down authority and our main inter- 
est, as I see it, is to find out who has been protecting the United States 
Government’s interests under the terms of this contract dated January 
31,1948. It would be OFLC, would it not? 

Mr. Wotre. That’s right. 

Mr. Curtis. And it wouldn’t be the Army’s incidentally? I want to 
get that point across. The Army didn’t sign the contract? 

Mr. Worre. No. The property was just declared surplus by the 
Army to OFLC. Then OFLC sold to the German Government, but 
under the operating procedures, for determining the actual amount 
in the depots and what it would be, the Army went through depot by 
depot. 

Mr. Curtis. You mean they made the turnover, is that the size of it, 
but the ultimate responsibility was with OFLC? 

Mr. Wo re. Yes. 

Mr. Curtis. Now, directing our attention to more or less present 
times. OFLC has been in the process of liquidation, of course. They 
don’t have any representative over here; do they ? 

Mr. Worre. No; their work is finished. 

Mr. Curtis. Did they have a representative over here during the time 
of military government after the time of the signing of this contract ? 

Mr. Wo re. Yes, sir, they did. The OFLC representative was here 
for a few months after I arrived, which was in May 1949. He was 
still here. 

Mr. Curtis. Do you know what time he returned or left this area? 

Mr. Worre. I can verify this, but I think it was about September or 
October of 1949, sir. 

Mr. Curtis. After he left, did the high commissioner’s authority 
including out after the United States interests in this particular 
agreement ? 

UNITED STATES INTERESTS INVOLVED 


Mr. Worrr. There are two parts of United States interests. One, 
first, to see to it that the property has been transferred to the German 
Government and a proper credit established. OFLC had the respon- 
sibility of seeing to it that that property was transferred. The second 
part of the responsibility which is ours and which we accepted alon 
with this contract was to safeguard United States interest in that 67 
million credit but all the transfers had taken place. 
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Mr. Curtis. What I get from what you have testified before is on 
the theory that everything to that point was O. K.; you just took what 
OFLC had done to that point, the reduction of the 183 million down 
to 67 million ? 

Mr. Wo tre. That is correct. We accepted their figures on the basis, 
if I may add, that there was no disagreement. If there had been dis- 
agreement on the part of the Germans, the Army, or OFLC, then we 
would have gotten into it, but all parties agreed this was the right 
amount. 

Mr. Curtis. I have heard since I have been here that there is an 
attempt on the part of the German Government to readjust this 
contract even further, particularly on the theory that Italy got the 
surplus at 17 percent while Germany got it at 21 percent. Is there any 
basis to that rumor ? 

Mr. Worre. It has not been submitted to us as a formal proposal. 
We did obtain some working papers, we don’t know whether of STEG 
or the German Government, where they decided “We’ll add up all 
these statistics and try to renegotiate this.” Knowing that was in 
the mill, and I gave a copy to the committee in Washington last sum- 
mer, in anticipation of a proposition, we developed our ammunition 
which they know. 

Mr. Curtis. So the responsibility of seeing to it that the United 
States’ interests are protected in the event of renegotiation is on 
HICOG ? 

Mr. Wotre. That is correct—but, may I add, acting only upon 
instructions from and in consultation with the Department of State 
in Washington. 

Mr. Curtis. Coming to the next point, a point on which you ap- 
peared in Washington where this subcommittee informed you we were 
very much concerned about what had gone on before. It would like- 
wise be your responsibility, would it not, to find out if before you 
took over in September there had been any basis on which we in turn 
might renegotiate and find out whether the figures were correct or 
incorrect ? 

Mr. Wo rr. I think, Mr. Curtis, that I have admitted here that 
probably I was in error in accepting the agreement of the three parties 
as being valid and should probably have dug into it then and there 
to = where the difference was between 350 million and 875 
million. 

Mr. Curtis. Now, I understand that phase of it at least, on the 
basis of the responsibility for the implementation of this contract. 
Here’s one question that you may not know at the present time but 
which I am sure you will get into. Under the terms of the contract 
it states: 

However, the parties hereto shall promptly hereafter consult and establish 
procedures to determine the amount of surplus transferred hereunder, and the 
purchase price shall be adjusted to 21 percent of the original cost thereof to 
the United States Government. 

Do you know whether there was a consulting and setting up of 
procedures ? 
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PROCEDURES TO DETERMINE AMOUNT OF SURPLUS TRANSFERRED 





Mr. Wotrer. There was, and the procedure is Standard Operating 
Procedure No. 108 dated March 5, 1948. That procedure was pub- 
lished about a month or so after the signing of the agreement. 

a Curtis. Has that been submitted to the subcommittee for our 
use ? 

Mr. Wotre. I am sure you have that. If you haven’t we have plenty 
of copies of it. 

Mr. Curtis. We have a copy. Under that procedure, OFLC was 
the one responsible for looking out after our interests, as I understand 


= * 





Mr. Wore. That is correct. As we have interpreted this, it was a 
join effort by the Army and OFLC. “Memorandum of understanding 
implementing the bulk sale agreement entered into between the United 
States and Bizonal Economic Council” and that was signed for 
EUCOM by General Magruder, for OFLC by General Hyssong, and 
by Mr. Heitmeyer (?) representing STEG, and in the Standard Op- 
erating Procedure you will find the responsibilities spelled out in 
detail between the EUCOM Director of Services, Supply and Pro- 
curement; the Commanding General of the United States Air Forces 
in Europe, and the Chiefs of Technical Services, EUCOM; the Cen- 
tral Field Commissioner for Europe, OFLC; and the United States 
Military Custodian Transferring Property to STEG. It is spelled 
out very much in detail, so we, in accepting this, looked upon it as a 
joint undertaking. The property had not actually been transferred 
from the Army to STEG and to avoid duplication—in other words, 
transferring the whole bulk of records to OFLC and then OFLC tak- 
ing a physical inventory to verify the records and then turning it 
over to STEG and STEG verifying the records—what they did was 
Army and STEG representatives together go into a depot and 7: 
“This is what the Army is going to declare to OFLC as surplus, Mr. 
Steg”; and then “This is what OFLC is going to sell to you Mr. 
Germany.” It was a joint effort. The Army was responsible for the 
physical turnover and obtaining receipts from STEG for the property. 
Their receipts were then transmitted to OFLC for accounting 
purposes. 

Mr. Curris. Perhaps that is the difficulty we are in, the decentraliz- 
ing of authority under this agreement so no one was responsible 
over-all to see that United States interests were protected in that agree- 
ment. Would you say that might be a fair statement? 

Mr. Wotre. I'll say it could be, but at the same time it only cost one- 
third as much to do the actual job as it would have if it had been done 
the other way; and also the system adopted in Standard Operating 
Procedure No. 108 had, I understand, operated satisfactorily in con- 
nection with other so-called bulk sales and had a definite advantage 
in making use of experienced personnel on the spot. 

Mr. Curtis. You could still have the same parties doing the work if 
there had been someone specifically authorized to look out after the 
papa States interests as I understand it is true now that HICOG is 
the one. 

Mr. Worre. At that time, the military governor of Germany held 
a comparable position to the High Commissioner today. 
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Mr. Curtis. Would you say the military governor was responsible 
to see that this agreement was fully implemented to protect the United 
States interests at that time? 

Mr. Worre. I would, sir. He was the United States representative 
in Germany. 

Mr. Curtis. And when HICOG took over, it took over the same 
responsibility to see that we are protected which would include a 
footie back, which you now say you are going to do, to see whether 
the previous reductions were justified ? 

Mr. Wore. That is correct, sir, and we will certainly do it. We 
may have erred in accepting the contract and their facts and figures 
at face value from the agencies. I would like to go back to the previous 
question, just a minute. We have not dealt with the quantitative 
receipts program very extensively here and it is a very important pro- 
gram and amounts to more in dollar debt to the United States than 
the actual bulk deal itself. 

Mr. Curtis. We are interested in that, of course. The only thing 
is that our immediate inquiry started along the other line and getting 
into that, this other thing becomes very important to us, too, and we 
will appreciate your statement on that. You wanted to say something 
further, I think. 


AGREEMENT ON “QUANTITATIVE RECEIPTS” PROGRAM 


Mr. Wotre. This is a problem we have worked into and again have 
accepted and I am sure the committee has—if it doesn’t, I can certainly 
get it—the agreement which reads: “Agreement to renegotiate pur- 
chase prices of property transferred prior to January 31, 1948, by the 
United States Army for the benefit of the German economy.” This 
is an agreement signed by the Bizonal Economic Council, EUCOM, 
and approved by the bipartite secretariat of military government. 
The quantitative receipts program, as I have explained, was one where 
we turned over piecemeal, clothing, food, anything to prevent disease 
and unrest and start the rehabilitation of Germany. Anything that 
was surplus to our needs that could be used for that purpose. That 
was all good material. There was some question at the time about how 
it would be sold. The Germans accepted, I think, that it was fair and 
adding the whole thing up, it comes out about 81 percent. The in- 
ventories even now on this quantitative receipts program are just now 
being completed. There were thousands of locations in Germany, 
turned over one little piece at a time. Why do we find that these two 
programs come out at 21 percent? This was an agreement entered 
into back there on a quantitative receipts program where, and I 
would have to read this whole agreementto * * *. 

Mr. Curtis. If we could have that made available * * *. Do 
we have that, Mr. Kennedy ? 

Mr. Kennepy. I am sure we have. 

Mr. Wotrr. I think that is another point when we are talking about 
any renegotiation by the Germans, it falls apart when we add the 
quantitative receipts and the bulk deal program together. 

. Mr. Curtis. I would like to have that included, in case we do not 
ave it. 

Mr. Kennepr. I feel we have it, but if he wants to include it, it 
would be available for study en route. 
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Mr. Dononve. If there is no objection, it shall be incorporated in 
the record at this point. 


* * * * * ¥ & 
Mr. Wotre. May I read one part: 


the fluctuation of the total inventory may well result in a substantial variation 
in the sum of the over-all price of the two transfers. 


Mr. Curtis. Fluctuating inventory. That 21 percent allows for 
that, while in this agreement, the one we previously were talking 
about, that didn’t allow for that fluctuation of inventories because it 
provided, written into it, a method of reestimating what the inventory 
actually was. 

Mr. Wotre. As I said off the record a little bit ago, I think it was 
a question as to what the inventory was and then when they got down 
to a physical count. 

Mr. Curtis. That was effective after September 1948, the closing 
date of the bulk sales agreement ? 

Mr. Wotrer. As of January 31; they were signed together. 

Mr. Curtis. To try and cover the whole field ? 

Mr. Wotre. They were signed the same day. [Reading:] 

While it is agreed by the parties mentioned above, namely, the Office of the 
Foreign Liquidation Commissioner, the United States Army and the German 
Bizonal Economic Council that these sales will be considered on a single over-all 
basis embodying both that property transferred directly by the United States 
Army and that property sold by the Office of the Foreign Liquidation Commis- 
sioner, it is essential, however, from the United States standpoint, that these 
transactions continue to be treated as two separate transactions, one by the 
United States Army and one by Office of the Foreign Liquidation Commissioner. 
Accordingly, it is understood that any amounts heretofore charged against the 
German economy, by virtue of previous sales, in excess of 21 percent of the cost 
price will be offset against purchases made under the parallel contract of the 
Office of the Foreign Liquidation Commissioner, and it is understood that the 
United States Army and the Office of the Foreign Liquidation Commissioner have 
agreed that the over-all sales price of approximately $236 million will be divided 
so the two separate transactions are each charged at 21 percent of the cost 
value of the property transferred and sold. This will require a revaluation of 
the purchase price to the German economy of that property transferred to it 
directly by the United States Army from the values agreed upon at the time of 
the transfers down to approximately 21 percent of cost value. 


Mr. Curtis. You stated HICOG as being the responsible agency 
to do any renegotiation on that and that the Army would not have 
the responsibility, would they ? 

Mr. Wotre. No, sir. 

Mr. Curtis. You might ask the Army to help you? 

Mr. Wo re. Yes, sir, plenty of help. 

Mr. Curtis. That disturbed me about the previous testimony which 
you testified on this other agreement, that you didn’t have the au- 
thority, but you feel that you will get it and can get it and you have 
the authority to get it? 

Mr. Wo re. On the ones completed before we took over, we ac- 
cepted that. Now I am perfectly willing to go back. On the ground, 
we have been very actively engaged in it, for the past 2 years and 
we have just now got a final agreement of transfer and we will now 
follow that. 

Mr. Dononvn. Do you have any more questions, Mr. Curtis? 

Mr. Curtis. Just one to tie this in, along the same line. 
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Mr. Dononve. Will it take any period of time? We made ar- 
rangements to have luncheon at 12: 30. ; 

Mr. Curtis. Just a short time. One thing that disturbed me in 
particular at the previous subcommittee hearings was the fact that 
the Army in their testimony, their representatives said they didn’t 
have accurate inventories and they didn’t know for sure what prop- 
erty had been turned over and what had not been. I presume this 
committee can rely upon you to get into it and supply any inade- 
quacies, at any rate? 

Mr. Wotre. You certainly can. 

Mr. Curtis. I’ll defer my other questions, if I may. We will be 
meeting this afternoon, won’t we? 

Mr. Donouuvs. Yes. If there is no objection, we’ll adjourn for 
lunch. 

(Whereupon at 12:30 p. m. the hearings were adjourned until 
2:30 p. m.) 

AFTERNOON SESSION 


(The subcommittee resumed hearings at 2:30 p. m., Hon. Harold 
Donohue, acting chairman, presiding.) 

Mr. Dononve. The meeting will come to order. 

Mr. Curtis, do you have any further questions? 

Mr. Curtis. Yes, sir. 

Mr. Wolfe, after this procedure was set up, standard operating pro- 
cedure No. 108, do you know what time they completed this check suf- 
ficiently to reduce that figure from $183,750,000 in the contract to the 
present $67 million figure ? 


FURTHER STATEMENT OF GLENN WOLFE, DIRECTOR OF 
ADMINISTRATION, HICOG, WIESBADEN, GERMANY 


Mr. Wotre. As we understand it, sir, from our going back over the 
proaees the final check on the most of it was completed during 1948. 

y the middle of 1949, the program had been completed and that’s 
about the time the State Department took over and the program had 
been completed, and that’s why we accepted the revised figures. 

Mr. Curtis. In other words, the operating procedure which was con- 
templated by the contract of January 23, 1948, and which was set up 
sometime in March, was completed probably around the middle of 
1949 and that was the basis on which the revised figure was set up? 

Mr. Wore. That is correct, sir. That refers only to the bulk-deal 
program. 

Mr. Curtis. I understand that. Incidentally, this procedure that 
we are referring to, No. 108, applied to only the bulk; isn’t that 
correct ? 

Mr. Wotrr. Yes, sir. 

Mr. Curtis. Now, I am interested in paragraph 13 of this SOP 
108 which reads: 


In the event that it has been agreed upon to adjust the total of the bulk trans- 
fer document in accordance with the provisions of paragraph 10, above, the fol- 
lowing statement will be typed on the face of the certificate of transfer before 
the signature of either party is affected : 

“By reason of the facts set forth in the attached statement, it has been deter- 
mined that the monetary value of the property covered by this inventory com- 
puted by multiplying the quantities indicated by the unit cost—should be (raised) 
(lowered) by —— percent.” 





1042 FEDERAL SUPPLY MANAGEMENT 


Now, what bothers me about that is that it looks like they are actually 
lowering the cost and yet the only basis, in accordance with the basic 
contract, on which the cost should be lowered is in the event the total 
inventory is less. 


JOINT SPOT CHECK OF SURPLUS ITEMS 


Mr. Wotrr. That is as we interpreted it, except that the procedure 
as outlined and agreed to here between the three parties concerned 
called for a sample inventory of 2 percent. In other words, they 
are checking the value as referred to in paragraph 10 of the standard 
operating procedure 108, which reads as follows: 

The bulk transfer document prepared by the depot commander to support a 
transfer will be verified as to accuracy by a joint spot check conducted by the 
United States military custodian and the STEG representative. Such spot 
checks will include a reasonable number of line items (not more than 2 percent 
of the total number but not less than 10 items). Provided the spot checks indi- 
cate substantial accuracy of the transfer document to the satisfaction of the 
United States military custodian and the STHG representative, the transfer doc- 
ument will be executed and transmitted. However, should the spot checks indi- 
cate a degree of error unacceptable to either the United States military custodian 
or the STEG representative, and if further spot checks cannot resolve the mat- 
ter, the chief of service concerned may negotiate with STEG a reasonable per- 
centage adjustment based on the degree of error exposed by the spot checks, 
to be applied to the total money value of the property concerned. Such nego- 
tiated adjustments must finally receive the approval of the Director, Service, 
Supply and Procurement, EUCOM, before acceptance by OFLC for invoicing. 
Such approval will be given only upon the full statement of the results of the 
spot checks and any other circumstances considered in the recommendation for 
adjustment. 

Now, we, of course, looking at it afterward, a matter of 114 to 2 
years after the agreement, we did not question that paragraph 13, 
but I think that you are probably right that some of the prices were 
lowered and, likewise, some of them were raised on the basis that 
it would be easier to adjust the obligation for discrepancies in the in- 
ventory of a particular section of a depot than it would be to do a 
complete physical reinventory of that particular section where the 
sampling method showed unreconcilable errors in the stock records. 

Mr. Curtis. And you would agree that that looks like it’s not in ac- 
cordance with the basic agreement ? 

Mr. Wotre. Not necessarily because they said “21 percent of the 
cost value.” 

Mr. Curtis. But then they also said the only adjustment of the cost 
value and the reason they are not using the figure “183 million” is 
that there might be less property and not that the property itself 
should have a different value. 

Mr. Worrr. You can also look at it this way, that we may have 
had—I’m grabbing an example out of the air and it’s true you could 
look at it another way—we may say that we have a truck which cost 
$5,000. When they actually get down to the inventory, the chassis 
was there and everything was there but the motor. There was no 
motor in it. Therefore the cost of that truck is not $5,000. It’s only 
$4,000 because there’s no motor. 

Mr. Curtis. In other words, that’s an inventory adjustment? 

Mr. Wotre. That’s right. Now, how far that went, taking every 
piece of equipment and seeing if it was all there, if they did that is, 
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I guess, what you are getting at and what Mr. Seymour and I were 
talking about. If they went all the way down the line and because 
a tire was missing out of atruck. * * * That was not the intent, 
but if it was on the inventory as a truck costing $5,000 and they got 
there and there was no motor, then the cost was not $5,000, but 
$4,000. 

Mr. Curtis. I suspect the intent was whether there was a truck at 
allornot. In other words, they were taking as is and if it looked like 
a truck—sure, the carburetor and other things might be gone. On the 
other hand, that’s why the 21 percent. 

Mr. Wo re. Don’t forget we shipped things during the war, so 
much of the shipment over here was made in unit assemblies. You 
must take that in consideration, in all fairness. 

Mr. Lanrarr. With reference to the questions Mr. Curtis has just 
been asking and your explanation that you might have found a truck 
without a motor and this would provide adjustment downward, the 
basic contract was made with the sales “where is and as is” and there 
was no justification for any adjustment downward. 


METHOD OF MAKING INVENTORY ADJUSTMENTS 


Mr. Wore. Our research showed that when the inventory was 
turned over, they did not carry this out in great detail. Just in a 
few instances where there was a major inventory discrepancy involved. 
I was trying to think of small examples. I think the records will 
show every instance and in the survey we will now make, we will 
cover every one ofthem. I would say that was not a matter of course, 
but more or less an exception of the rule. There was leeway in there 
to make an adjustment in the recorded cost to avoid the necessity of 
time consuming and costly physical inventorying if, in the minds of the 
Army and the Germans, when taking the sample inventory it looked 
as though the inventory record was not right. I don’t think they 
looked at every piece of equipment and said: “This doesn’t have a 
tire; knock $25 off.” At least, we found no indication of anything 
like that, but the leeway was there to make adjustments in valu- 
ation in order to compensate for variations in quantity shown on rec- 
ords and actual property on hand as might be disclosed by the sam- 
pling method of inventory described in paragraph 10 of standard oper- 
ating procedure 108. 

Mr. Curtis. Directing your attention to the specific situation of 
Mr. Dawson and Trucks and Spares, since the hearing in Washington 
at which time it was said that there were roughly around 6 to 10 
different contracts with Dawson or his associates, is that true or how 
many different contracts are there with him? 


SINGLE CONTRACT BETWEEN STEG AND DAWSON 


Mr. Wotre. There’s only one with Dawson; only one contract that 
STEG ever made with Dawson. 

Mr. Curtis. Is that with Trucks and Spares? 

Mr. Wo re. That’s with Dawson. 

Mr. Curtis. Dawson personally, as an individual ? 

Mr. Wotre. That’s right and that was reassigned later to Trucks 
and Spares. 
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Mr. Curtis. I see. 

Mr. Wotre. That was reassigned. 

Mr. Curtis. How about any other contracts with corporations under 
which Dawson or his associates might have been operating ? 

Mr. Wotre. None at all in the records, any records or documents 
we can get hold of. Of course, we definitely suspect that Dawson was 
involved, but we have nothing, any document of any kind, to show 
that Dawson is involved, officially or formally involved in a company’s 
contract other than the one he signed with STEG. 

Mr. Curtis. Then, in the statement made in Washington, that would 
be a statement that, in the light of what you have discovered, is not 
accurate? I just wanted to get that straight. You see, Mr. Monticone 
then made this statement: 

Trucks and Spares made numerous contracts. There were 10 contracts they 
made. I do not know just what percentage goes to STEG and what to Trucks 
and Spares. 

In other words, Dawson, through Trucks and Spares, had a number 
of contracts? 

Mr. Wotre. Oh, yes; Trucks and Spares made a lot of contracts. 

Mr. Curtis. Only with STEG. With STEG they made more than 
one? 

Mr. Wotre. No, only one with STEG;; several with their customers. 

Mr. Curtis. You are now discussing * * *. What he meant 
then, possibly, was that they made many contracts with other people? 

Mr. Wotre. Yes. 

Mr. Curtis. It was a misunderstanding then. 

Mr. Wotre. There was one contract between STEG and Dawson, 
reassigned to Trucks and Spares. Therefore, one contract between 
STEG and Trucks and Spares. Trucks and Spares made a lot of 
other contracts. 

Mr. Curtis. We are familiar with many of those. Since you knew 
the committee’s interest in these so-called Dawson deals have you made 
any special investigation since then about Dawson and his associates? 


HICOG INVESTIGATION OF DAWSON DEALS 


Mr. Wotre. Yes, sir, as far as we can get any data at all. We have 
not, of course, had any authority to subpena Dawson, but we have 
done as much as we could in trying to find out. 

Mr. Curtis. I wonder if you could give us the advantage of what 
we have found out. 

Mr. Wore. We wanted to run down the Continental Motors trust 
* the GEFO trust. We wanted to try to find out what we could about 
them. 

Mr. Curtis. I wonder if you would give us what you have. 

Mr. Wotre. We were particularly interested in Zurich because that 
was where they were supposed to be. That was the place around which 
everything flowed, so our consulate there made quite a thorough check 
with the Swiss police and the commercial firms and everything else. 
Now, we found that we ran up against pretty much of a blind alley. 
Neither Continental trust or GEFO trust were registered as com- 
panies in Switzerland. We were sure they were. That was dead. 
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Neither was listed in the telephone directories of Switzerland or Liech- 
tenstein. The address 32 Bahnhoff, that is a building office with 26 
commercial firms. We thought that was their address. Neither Con- 
tinental or GEFO are listed there. Neither is registered as a com- 

yany in Switzerland. Both are registered with the post office in 

Jaduz, Liechtenstein, and with the bank in Liechtenstein. The bank 
in Liechtenstein shows GEFO registered as of August 1, 1947, and 
Continental as of May 25, 1946. The bank in Liechtenstein refused to 
supply the names of the directors or stockholders of either. No names 
whatsoever. There is no Government registration of firms in Liech- 
tenstein nor any Government-prescribed formality for registering. 
That is done principally by depositing papers with the bank and ob- 
taining recognition for the firm. 

A memo from Paris dated November 14, 1950, states that Mr. 
Dawson was applying for a visa and states he is the sole owner of the 
following: He organized Channel Islands Iron and Steel, Ltd., orga- 
nized August, 1946. He represented the Sonda Trust, S. A. Dodge 
and GEFO on Bahnhoffstr., Zurich, and was represented by Dr. Ha- 
genbach at the same address but our Consul General could find neither 
at that address. Also on §. A. Dodge, 32 Bahnhoffstr. whom again 
we couldn’t find. Continental Trust, 32 Bahnhoffstr. He made these 
things on a visa application; that he was in control of trucks and 
spares. The Consul General also reports that the Dr. Hagenbach 
mentioned above is reported to be an inhabitant of 32 Bahnhoffstr., 
Zurich. He was not there and they couldn’t find anybody to confirm 
that or not yet. Signs in the office indicate that the Director of Trucks 
and Spares is a Herr Rudolf Bubenberger of 20 Kirchgasse, Wies- 
baden. Dawson, as far as we know, has been in France right along. 

Mr. Curtis. He is wanted in this particular American zone of Ger- 
many, is he not? 

Mr. Wotrr. There was a warrant issued for him. The man has 
since, I think collected in France. He paid Dawson $8,000 presumably 
for certain equipment—trucks, I suppose—and Dawson accepted the 
money with the offer. This man, Murray Klein, finally caught up 
with him in France and we read in the paper the other day that 
Murray Klein had received a judgment from the French. 

Mr. Curtis. Is that what he was wanted for in the American zone? 

Mr. Worrr. One of the things. There was a warrant out for him. 

Mr. Curtis. I believe this committee had the benefit of a newspaper 
article, which, of course, we couldn't run down, saying he was involved 
in the sale of some of our surplus property through the iron curtain, 
some military equipment. I think we mentioned the fact at the time 
you people appeared. I know it was said to the Army officers that 
appeared. Did you run that down ? 

Mr. Wo rt. I recall it now, the other thing he was wanted here in 
Germany for, by a German firm for another shady deal he tried to pull. 
That was the indictment out of him in Germany, plus the Murray 
Klein thing. 

As far as any shipments of this equipment to the iron curtain, there 
was only one and that was stopped after there was supposed to be 
a delivery of 175 trucks to Hungary and that was caught on its swf 
and we stopped it. It was through Trucks and Spares with which 
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Dawson was connected. I think 13 trucks got through before we 
stopped and 162 were returned. 

Mr. Curtis. Was there any check back to see what he had been doing 
before? ; 

Mr. Wotre. Yes, sir. 

Mr. Curtis. Did you discover anything? 

Mr. Wotrr. No.sir. * * * 

Mr. Curtis. You have gotten rather a complete record, I imagine, 
of Mr. Dawson’s associates along this line and his past record ? 

Mr. Wotre. As much as we can find of any kind; yes, sir. 

Mr. Curtis. Do you have a copy of the report made to you? I guess 
your Intelligence Office made this report of investigation. 

Mr. Wo tre. It was made by Consul General Kikendahl at Zurich. 

Mr. Curtis. I might make this statement : We know where Dr. Paul 
Hagenbach and we have talked to him. I don’t understand why the 
High Commissioner in Germany couldn't find that out, like we did, 
and I expect to talk to him personally on Saturday. 

Mr. Wotrr. Fine, sir. I am at a loss to say what we would do with 
Be age str when we get him. 

Mr. Curtis. Mr. Hagenbach is willing to admit a great deal of this 
and give some information, apparently; so is Dawson. Was there any 
attempt made to follow through on that line? 
si Mr. Wotre. We haven’t been able to get hold of Dawson to talk to 

im. 

Mr. Curtis. He talks to the press. 

Mr. Wotre. One of our men in Paris talked to him. He would say 
nothing about anything. I expect he would talk to the press. 

Mr. Curtis. I wonder if we could have for our records any corre- 
spondence and reports you have between the High Commissioner and 
Zurich concerning this investigation of Dawson so we could get that 
benefit at any rate? 

Mr. Wotre. We have these reports here. We'll be very happy to 
make them available. 


* € * * * * * 


Mr. Meaper. Did you make any inquiry as to how Mr. Dawson 
established his contacts with STEG? 

Mr. Wo.re. Well, yes, sir, to this extent. We asked: “How did you 
start doing business with Dawson?” Their answer was: “Here was a 
man who came in in February 1950.” * * * Or before that time. 
Remember, that was pre-Korea. There were thousands of trucks 
standing out here for 6 years and STEG had been trying to get those 
sold. There was no market for them. Nobody in Germany wants a 
truck that is so expensive to operate. “Here’s a man who walked in 
and said: ‘Here’s a deal. I'll give you $3,200,000 in dollars for this 
whole business’.” He put in a few provisos, like: “I’ll give you a 
deposit now and as I sell them, I'll pay you off.” 

Mr. Meaper. Did they make any inquiry before they entered into a 
contract with him about his background and financial responsibility, 
the same as a credit inquiry, as a mercantile firm in the United States 
would make? 

Mr. Wore. They did and it was accepted. He paid as a deposit 
$250,000 on his contract. 
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Mr. Curtis. That’s exactly the question I have been interested in. 
You say credit inquiries were made on Dawson ? 

Mr. Wore. Not by us. 

Mr. Curtis. The point is we are dealing with a man with a past 
criminal record 


EXTENT OF UNITED STATES INTEREST IN DAWSON 







































Mr. Wotre. I am sorry. We are not dealing with him. STEG is. 
Mr. Curtis. I understand. This has been similarly established, 
and I think you must agree, that the United States Government has 
4 kept a continuing interest. The fact is, you were the fiscal agents in 
this very contract and actually, as you previously testified, were collect- 
ing money until you recently turned it over. 

Mr. Woxtre. We had no right to collect money after September 1949. 

Mr. Curtis. Up to that, we had this much interest in these contracts ? 

Mr. Wotre. That is not what I said. You are saying that. I want 
to be sure of that. In my opinion, that’s not correct. 

Mr. Curtis. Whether you said we had the interest or not, up until 
September 18, 1949, you said we collected the money up to that date. 

Mr. Wotrr. We collected the money up to September 1949, merely 
as a depositary. 

Mr. Curtis. And had no further interest then ? 

Mr. Wotre. That is all, sir. This is a German corporation just 
the same * * * What interest would we have in stepping into 
what would be comparable to STEG in France and England ? 

Mr. Cortis. Ill tell you. We didn’t have any money and hadn’t 
received it. This was a conditional sale, as far as the contract was 
concerned. The money was deposited and, as I understand it, it 
wasn’t an outright sale, and if it was an outright sale, there you might 
deal at arm’s length with a party, and you might well say with some 
basis, that the party’s record, whether he was a criminal or what he 
was, didn’t make any difference, but this was a conditional sale propo- 
sition or a commission-sale arrangement. 

Mr. Wo tre. That is correct in the sense that the final amount of 
the obligation and the terms of payment were to be determined at a 
later date but title to the property passed when STEG took physical 
possession of it. 

Mr. Curtis. And your statement now is that the High Commis- 
sioner has no interest ? 

Mr. Worre. I have not said that. 

Mr. Corris. What is it? You say that STEG can go ahead and do 
what they want to. What is the interest of the High Commissioner 
init? Let’s put it that way. 

Mr. Wore. That is a question I will be very happy to answer, sir. 
We have made a sale to a corporation. I am not going to argue 
whether mistakes were made in that or not. The United States High 
Commissioner is interested in preserving the dollar claim arising from 
its saleto STEG. STEG in turn resold the property, largely to Ger- 
mans, for DM. The United States High Commissioner’s concern is 
not in whether STEG sold the property at a profit or a loss—or strictly 
speaking, in whether it sold it at all—but simply in whether the 
United States is repaid by the German Government. 
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Mr. Dononve. Was it an outright sale? 

Mr. Wotre. Yes, sir. 

Mr. Donouve. To STEG. 

Mr. Wo tre. In which the German Government agreed to pay us a 
certain sum of money. I won’t argue—— 

Mr. Curtis (interposing). Let me stop you there. I am just point- 
ing out it was obviously not an outright sale. It took almost a year to 
get the terms of this adjusted, and now, as I understand it, there’s even 
now talk right now of adjusting the thing further which we have 
discussed heretofore. 

Mr. Wotre. If I may answer that question: That has not been pro- 
posed at all. There may be talk and rumors about it. 

I want to go back and finish answering your question, and nothing 
after the completion of the transfer of the property. * * * The 
property was fully transferred by the middle of 1949—all during 1948 
and up to the middle of 1949. 

Mr. Conszm. * * * 

Mr. Wotre. I want to finish my answer. You put a statement in the 
record that implies I said that. I want to insist on answering. 

Mr. Dononvr. I think he should be permitted to complete the 
answer. 

Mr. Curtis. I want the answer and want to understand it. 

Mr. Wotre. If you will permit me to finish, I want to explain that 
the High Commissioner does definitely have an interest, but is it legal 
or otherwise? Whether the law is right or wrong, I can’t argue that. 
Legally, he has no right to step into STEG and say: “I want to ap- 
prove every contract you have. 

Mr. Curtis. I just want to know his interest. 

Mr. Wo re. His interest is to protect the established debt of $67 
million acknowledged by the Federal Government. They have ac- 
knowledged it. We have, in effect, a promissory note. They have 
paid as we requested. 

Mr. Curtis. I thought they hadn’t paid anything. Am I wrong? 

Mr. Wotre. Absolutely wrong. 

Mr. Curtis. What have they paid? 


GERMAN PAYMENTS ON SURPLUS PROPERTY DEBT 


Mr. Wotre. Not very much. Under the surplus property account 
we can go to them when Congress appropriates the dollars—a book- 
keeping transaction—authorizing us to and say: “Draw down $30,000 
worth of the surplus property credit in Germany to build the consu- 
late at Hamburg.” Then we write to the German Government and 
request accelerated payment to build that. 

Mr. Curtis. How much? I understood that practically nothing 
has been paid. 

Mr. Wotre. Yes. It was about $1 million. 

Mr. Curtis. I would say this then: That under the circumstances, 
a $1 million payment on that certainly would put the person supposed 
to pay in arrears under the terms of the contract. 

Mr. Wo tre. Not at all because the contract specifically states they 
will pay it as we request. It has not been requested. The agreement 
states 
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Mr. Curtis (interposing). Who would be the person to request it 
or the authority, the High Commissioner or some one else? 

Mr. Wotre. Upon direction from the Government. 

Mr. Curtis. Who? 

Mr. Worre. From the Treasury, ur as a policy determined by both 
the State Department and Congress. In no place have we asked 

Mr. Curtis (interposing). Who would recommend that such a re- 
quest for these funds be made? The State Department? Who? 

Mr. Wotre. State and Treasury. 

Mr. Curtis. I would like to pin it down specifically. 

Mr. Wotre. That is specific. State and Treasury. 

Mr. Curtis. Specifically State is a very large organization and so 
is Treasury. Who in the State Department? 

Mr. Wotre. That, sir, I am sorry, you will have to ask, the State 
Department. There are too many people for me to give you the name 
of an individual. It may have changed yesterday. 

Mr. Curtis. I am not asking for an individual, but for the specific 
agency, the phraseology. If you have studied this and gone into, who 
are they? You should know and not argue with it whether it is so 
or not. Who in the State Department? You are familar with this 
and whether any agency is set up. Who would recommend this be 
done in the State Department? What individual or agency? 

Mr. Wotre. Secretary Acheson and his staff. The staff would be 
his financial and economic advisors, who they are today. Secretary 
Snyder of the Treasury and his staff, of which I do not know the 
names. 

Mr. Curtis. Would it be on the recommendation of HICOG that 
that would be done? Who would recommend that be done? 

Mr. Wotre. That we start collecting this in dollars? 

Mr. Curtis. Or some of it. 

Mr. Wotre. We could make such a recommendation. 

Mr. Curtis. I am asking whose responsibility it would be to make 
such arecommendation. I appreciate that you could. 

Mr. Wore. I would say the High Commissioner could make that 
and that it was his responsibility to make it if he thought conditions 
were such to warrant it. 

Mr. Curtis. It would simply require a recommendation, from 
HICOG and State Department. 





CONDITIONS OF PAYMENT 


Mr. Wore. Don’t forget the agreement states: 

The purchase price shall be a deferred charge against, and shall be repaid 
from, future proceeds of German exports pari passu with obligations for other 
supplies furnished the German economy on a deferred-payment basis. 

This will probably come up for discussion and settlement at the Debt 
Settlement Conference now going on in London. 

Mr. Curtis. The money actually derived from this contract, from 
the sale by STEG of this surplus property, might already be there 
and be in use, is that correct ? 

Mr. Wotrn. I’msorry. I don’t follow you there. 

Mr. Curtis. STEG is now collecting its own profits. That is no 
longer collected and put into * * *. Any money that they might 
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have collected from this particular contract and the sale to Dawson 
and whoever Dawson sells it to would be at the disposal of STEG and 
the German Government ? 

Mr. Woxre. The disposal of the Treasury of the Federal Govern- 
ment. 

Mr. Curtis. That’s under counterpart funds? 

Mr. Wore. Those are all deutschemarks; yes. 

Mr. Curtis. Under what we know as counterpart ? 

Mr. Wo re. It has nothing to do with counterpart. This whole sur- 
plus property thing has absolutely nothing to do with counterpart. 
Counterpart is derived in an entirely different way. 

Mr. Curtis. Let me put it this way: Counterpart funds, the United 
States Government has a check on how they are spent. Do we have 
a check how these funds derived from the sale of surplus property 
will be spent? 

Mr. Worre. Absolutely, sir, on how the United States spends the 
funds. There cannot be one deutschemark drawn from this fund 
without a preceding dollar appropriation made by Congress, except, of 
course, for educational programs under the Fulbright Act. 

Mr. Curtis. Then the point I am trying to get at is basically we 
have that further interest and continuing interest in the operation of 
this contract ? 

Mr. Worre. Certainly. 

Mr. Curtis. And it certainly becomes * * *. Suppose we were 
Eeente businessmen and A was a businessman, representing the United 

States Government, B is STEG, C is Dawson. A would not have a 
normal interest only, but a pretty good interest in whom would be 
contracted with and whether or not the background of that person 
warranted it? 

Mr. Wotre. I would say it is a matter of opinion. As far as that 
is concerned, A is the owner, the United States, and B is the Govern- 
ment responsible for the payment of the debt total. That’s what we 
have. 

The use of these funds * * *. Coming before the Appropria- 
tion Committee at the next session will undoubtedly be a request for 
authorization to draw down in deutschemarks part of this debt to 
pay part of the deutschemark expenses of the Embassy in Germany 
next year, rather than appropriate hard cash for it. 

Mr. Curtis. But essentially you are saying, and that is what I 
really want to get straight, in your opinion, HICOG has no interest 
in the character and background of C, who, in this instance, happens 
to be Dawson and his associates? 





































HICOG CONTROLS ON PROPERTY DISPOSAL 












Mr. Wotre. I did not say that. I say I have no interest in whom 
they do business with, how they sell the property, as far as the opera- 
tion of STEG is concernged. I have other controls of how that prop- 
erty is disposed of. If they attempt to send it across the border east, 
I have that controlled. If they attempt to export something vital to 
our defense, I have that; not just as a STEG check but as a total 
export and trade control throughout Germany. They can sell to John 
Doe or to Fletcher Mitchell, if they want to but when Fletcher 
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Mitchell buys something of that, I eliminate him as as an employee 
of the United States Government. If they sell it to Dawson and 
Dawson tries to sell it beyond the iron curtain, I can stop that with 
customs control, as we did with the trucks to Hungary. 

Mr. Curtis. But you do nothing about seeing that the further con- 
tract or continuing contract with a person who has attempted to do 
that sort of thing is eliminated ¢ 

Mr. Wotre. STEG hasn’t done any business with Dawson since. 

Mr. Curtis. That’s the next question I was going to ask. Is the 
Dawson contract still in force? 

Mr. Wotre. The Dawson contract has been out of existence since 
September 1950. 

Mr. Curris. Well, I believe, Dawson, dealing as Trucks & 
Soere..* * *. 

Mr. Wotre. Now you are discussing * * *. 

Mr. Curtis. We sometimes use the term “Dawson” and “Trucks & 
Spares” perhaps interchangeably. 

Mr. Wore. You see, the first contract was directly between STEG 
and Dawson. 

Mr. Curtis. I understand that. 

Mr. Wotrr. Dawson gave up all rights to that contract and assigned 
it to Trucks & Spares. No place in Trucks & Spares does he appear 
asanowner. Generally, on wide lines, he is taking a part. 

Mr. Curtis. Particularly from the visas you know he claims to be 
the sole owner. 

Mr. Wotre. Yes; he claims that but there are no official records of 
Trucks & Spares to show that. 

Mr. Curtis. Yet in the committee’s investigations, even when you 
were in Washington, your testimony was to the effect that Dawson 
was the operator of Trucks & Spares and the committee’s investiga- 
tions have shown that when American businessmen want to deal in 
anything, they deal with Dawson in trucks and spares. The United 
States Government shouldn’t be fooled by the fiction of a false con- 
Se 

Mr. Worre. Nobody is trying to fool you. 

Mr. Curtis. I am not using that in connection with you. The situ- 
ation we have now is that the STEG contract with Trucks & Spares 
is still in force, is it not? 

Mr. Worre. Still in force, but no delivery of anything can be made 
tothem. That’s all stopped. - 

Mr. Cortris. When was that stopped? When was the last delivery 
that Trucks & Spares or Dawson or any of his corporations was made / 


ARMY “FREEZES” ON SURPLUS DISPOSALS 


Mr. Wotre. The first freeze came in September 1950. There was 
no more delivery of anything to Trucks & Spares until the Army lifted 
that freeze about 60 days later. Then there were then some deliveries 
to Trucks & Spares—very little was delivered—but in the Spring of 
1951 the Department of the Army requested us to freeze it again. We 
are going to get a claim from Trucks & Spares. 
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Mr. Curtis. I'll get to that in a minute. Has Dawson or Trucks & 
Spares or any of the companies he might be operating, received any 
deliveries since the hearings held in Washington ? 

Mr. Wotre. No, sir. 

Mr. Cortis. Since that time there has been none? 

Mr. Woxrr. No, sir. I am sure there haven’t; with the possible 
— of anything that the Army didn’t want after this second 

reeze. 

Mr. Curtis. In other words, there has been nothing done as far as 
eliminating the contract between STEG and Dawson or Trucks & 
Spares, as far as the actual contract is concerned ? 


HICOG LACKS LEGAL AUTHORITY TO NULLIFY DISPOSAL CONTRACTS 


Mr. Wotre. No, sir. He has the material. We have no legal au- 
sre to nullify the contract. We can exert a little pressure on 

Mr. Curtis. Has HICOG referred to their legal department to see 
whether it has any authority ? 

Mr. Wotrr. Yes, sir. 

Mr. Curtis. Who in the legal department? 

Mr. Wotrr. Mr. Robert Bowie passed on that. He is unable to be 

here today as he is in Paris under this negotiation. 

' Mr. Curtis. Is he the one who has gone into the matter of third- 
party claims that might arise? 

Mr. Wore. The decision only as to how third-party claims would be 
divided. As I said we have only had the one claim and from our 
standpoint, from STEG claims, we haven’t had any. Legally, this 
is the way it should be divided. If title is passed, the Army settles 
the claim. If title is not passed, STEG settles with our approval. 

Mr. Curtis. Has Mr. Bowie given a legal opinion we are permitted 
to have the benefit of ? 

Mr. Wotre. The legal opinion we have on that part which says what 
our authority is, and the opinion came down to the effect that the only 
authority we had to reacquire property was by using our requisition- 
ing authority as we have in part of Germany as an occupying power 
or through the cooperation of the Federal Government. 

Mr. Curtis. Is that a written opinion ? 

Mr. Wotre. If not, I am sure he will make it so. 

Mr. Curtis. I wonder, Mr. Chairman, if we could get for our sub- 
committee hearings the benefit of any legal opinion? [If it is not in 
writing, that it should be reduced to writing. 

Mr. Wotre. That was submitted to the subcommittee. 

Mr. Curtis. How about the other as to the status of the United 
States Government on third-party claims. You say you have received 
advice on that. Could that also be included ? 

Mr. Wo re. I don’t think that’s in writing. If not, we’ll get it 
for you. 

Mr. Curtis. This committee, with the chairman’s approval, of 
course, is interested in following up these third-party claims. 

Mr. Dononve. If there is no objection, that advice from your 
legal representative will be incorporated in the record at this point. 

Mr. Curris. Has Trucks & Spares put in any third-party claims 
as yet, do you know? 
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TRUCKS & SPARES CLAIM 


Mr. WoxFe. There isa Trucks & Spares claim in STEG now. 

Mr. Curtis. Do you know the amount ? 

Mr. Wotre. It has not come to us at all, sir. 

Mr. Curtis. You don’t know indirectly what the amount is? 

Mr. Monticone. Between 10 and 15 million marks. 

Mr. Curtis. Roughly about—— 

Mr. Monticoneg. ‘Three or four million dollars. 

Mr. Woxre. That’s strictly informal. That may come down to 
$5 million. 

Mr. Curtis. I understand, and Dawson’s original over-all com- 
plete contract was only for $3,500,000? 

Mr. Worre. $3,200,000. 

Mr. Curtis. I believe that’s all. 

Mr. Bonner. We have had here in Germany two gentlemen from 
the General Accounting Office assigned to this committee who looked 
into this Dr. Hagenbach matter. I would like Mr. Cartwright at 
this point to make a statement as to what he has found out, since the 
High Commissioner couldn’t find out anything. It seems in a week 
the committee could findout * * * 


STATEMENT OF ROBERT F. CARTWRIGHT, GENERAL ACCOUNTING 
OFFICE 


Mr. Cartwricut. We haven’t developed a great deal of informa- 
tion, Mr. Bonner. However, indirectly, through the State Depart- 
ment representatives in Zurich, Dr. Hagenbach has informed them 


that he would talk to representatives of the committee this week in 
Zurich if we could be available there. Apparently, they had no dif- 
ficulty in locating him, although I don’t know about that. I made a 
call down there and got a call back within an hour to the effect that 
he had given that message. I have not talked to Dr. Hagenbach, of 
course. I don’t know about Mr. Dawson except he is available in 
Paris and may talk to us. 

Mr. Bonner. The subcommittee has been informed that a magazine 
story, to be published in the United States, makes certain charges. As 
I said in the beginning, I am disappointed that more of this hasn’t 
been developed in the time between our hearing in the United States 
and our visit in Germany. I think it is the duty of the High Com- 
missioner and his staff to go thoroughly into this responsibility which 
he inherited to develop it in full and in detail because he is going to 
hear more about this. 

Mr. Wotre, If I had any idea that I should question the agreements 
made—— 

Mr. Bonner. Not the agreements. The transactions that have evi- 
dently taken place behind the scenes in this matter. 

Mr. Wotre. I am glad General Henning is here, because you will see 
the cooperation we will have to have from the military and the time to 
dig through every transaction. That’s what I’m going to do. 

Mr. Bonner. It will cost, perhaps, but nevertheless the only way 
we can prepare for the future is to look into the past. 
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Mr. Wotre. I have been in and out of this surplus property business 
for the past 6 or 7 years. I tried to get out of it and they always 
dragged me back. I can say there’s nobody connected with surplus 
property anywhere along the line that can’t sit down and write a book 
on accusations just so long as they don’t have to substantiate it. 

frag Bonner. There are evidently some bad characters dealing in 
this. 

Mr. Wotrr. They are dealing the world over and in the United 
States as well as in Europe or anyplace else. 

Mr. Donouvr. Mr. Meader? 


SITUATION ON HICOG AUDIT OF STEG SALES 


Mr. Meaper. Mr. Chairman, I noticed in the testimony taken in 
Washington reference to an audit of the sales by STEG which | 
understood was available to the High Commissioner. Has that audit 
been completed ? 

Mr. Wotrr. Completed and turned over to the committee. 

Mr. Meaper. It has been furnished to the committee ? 

Mr. Wotre. Last summer when I was there. 

Mr. Mraper. I thought that from the testimony there was some audit 
that was not to be completed for several months. Is there more than 
one? 

Mr. Wotre. We could have been talking about the GARIOA coun- 
oo aa audit which we just completed recently, but that wouldn't 
refer 

Mr. Meaper. An audit of the sales of STEG. They referred to a 
complete audit of the sales of STEG. 

Mr. Wo tre. I don’t think it referred to a complete audit of the sales. 
It referred to a complete audit of the funds from STEG, collected 
from STEG, which we were returning the money on. We were going 
to complete that audit before returning the funds because there again 
we inherited something from the Army and we wanted to complete our 
audit before we returned the funds. 

Mr. Meaper. On page 88 of the transcript of the testimony taken 
of this witness before the subcommittee : 

Mr. DonoHuve. Do I understand the duties of your office, the fiscal office, is to 
audit accounts of STEG? 

Mr. Monticone. That is correct. 

Mr. Dononvue. How often were these audits made or how made? 

Mr. Monricone. I believe they are only in the process of auditing it now. 

Mr. Monricong. That was a misstatement made at that particular 
time. We didn’t have the right of audit. 

Mr. Wotre. I think what Mr. Monticone was referring to and what 
he meant was the funds we were continuing to collect. We have not 
had the right to audit the sales made by STEG since back in Military 
Government. 

Mr. Meaper. To continue this line of testimony— 





Mr. DonoHvr. Why have not the accounts of STEG been audited before this 
particular time? 

Mr. Monticone. I believe that STEG has been audited partly by the German 
counterpart of our General Accounting Office. 

Mr. Dononvue. Have reports of those audits been made to your office? 

Mr. Monticone. Yes; they have, sir. 
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What I want to know is whether such audits, which I presume would 
more or less summarize their entire activities, have been furnished to 
this subcommittee ? 

Mr. Worre. I had one STEG andit by the German General Account- 
ing Office, if you will, with me this summer. I am quite positive I 
left it with the subcommittee. It doesn’t list the sales or individual 
sales. 

Mr. Meaper. Does it list the total sales made? 

Mr. Wore. Yes. 

Mr. Meaper. And the gross receipts from those sales? 

Mr. Wotre. Yes and expenses. 

Mr. Meaper. Administrative expenses ? 

Mr. Wotre. Yes. 

Mr. Meaper. And I suppose it arrives at this net figure you told us 
about before of $40 million ? 

Mr. Wotre. Yes, sir. 





GROSS RECEIPTS FROM STEG DISPOSALS 





Mr. Msaper. Just to have in mind for this discussion, how much 
were the gross receipts represented by the net receipts of $40 million ? 
Mr. Wotre. About 335 to 340 million deutschemarks as of that time. 

Mr. Meaper. In other words, about twice the net proceeds? 

Mr. Wotre. That’s right. 

Mr. Meaper. In other words, then, it cost as much to administer the 
program as they received net ? 

Mr. Wotre. I am quite sure if we request STEG to give us one of 
their late audit reports I am sure they would and we would be glad 
to give it to the committee. 

Mr. Mraver. May I ask if our counsel or staff members do have 
these audits of the operations of STEG? 

Mr. Wore. Didn’t I leave that with you, Tom? 

Mr. Kennepy. I didn’t receive those papers. They went to Mr. 
Small. 

Mr. Bonner. If they were sent there they are certainly in the sub- 
committee room. 

Mr. Mraper. Could another copy be furnished ? 

Mr. Wotre. Sure. 

Mr. Meaver. I am not completely clear on just the status of these 
various claims that result from recapture of this surplus property by 
our military forces. So far as I have heard here there has been one 
claim filed, it being in the rumor stage so far as you are concerned, of 
something like three or four million dollars. 

Mr. Wotre. The equivalent in deutschemarks. 

Mr. Meaper. I understand from the testimony that Mr. Lutes made 
a claim against the Army of $562,000 resulting from recapture of 
property they bought. 


THIRD PARTY CLAIMS 







_ Mr. Woxre. That’s the one they submitted to the Army. We heard 
it was going in. We have not seen anything on it. No claims have 
been filed except that one Testa claim. No claims by the Army. I 
think many claims are in and not processed. 
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Mr. Meaper. Where are the claims? 
Mr. Wotre. In EUCOM. 
Mr. Meaver. They are made to the Army, are they ? 
Mr. Woxre. For all property on which title had passed. If title 
had passed to a third party prior to the freeze, then a claim is sub- 
mitted to the Army. If title had not passed the sales commitment 
had been made, but title had not passed, then the claim is submitted 
to STEG. We review the STEG claims. We have requested the 
Army not to make any settlement until your committee is so advised. 

Mr. Meaper. You do have in your files somewhere, I presume, rec- 
ords of all claims made both to the Army and to STEG? 

Mr. Worre. Yes. 

Mr. Meaper. Have you provided a list of that for this subcom- 
mittee? 

Mr. Wore. No; because they haven’t come up for settlement. 
They are in the mill, but the Army hasn’t settled any of them as yet 
except the one Testa claim which was settled prior to my visit in 


bee mgs: 25 
Mr. Meaper. Can you give a general impression of what the United 
States may be faced with as a result of these claims? 

Mr. Wotre. As of right now, I understand, the Army has about $3 
million worth of claims submitted to them, action on which has not 
been taken. 

Mr. Meaper. How many have been submitted to STEG? 

Mr. Wotre. About the same amount. About 15 million deutsche- 
marks—14 to 15 million. 

Mr. Meaper. Are they all in? Are the claims all in? 

Mr. Wo re. I don’t think so. 

Mr. Meaper. Was there any deadline for filing? 

Mr. Wo tre. We told all claimants, the Army’s and STEG’s, that 
all claims must be in before the end of this calendar year. Although 
we will exercise pressure to get them in we must consider them if 
filed later. 

Mr. Curtis. On the Army claims, are you taking the position that 
you will review those two, or just STEG’s? 

Mr. Wotre. The Army will settle the claims. We want to know 
about them and have full information. 


REVIEW OF THIRD PARTY CLAIMS 


Mr. Curtis. Would there be any authority to HICOG to review all 
claims so we could pin the complete thing at one spot? 

Mr. Worre. Sure, if the subcommittee desired such authority to 
be in HICOG. 

Mr. Curtis. Would there be any objection to HICOG reviewing all 
claims, that you know of, procedural or otherwise? 

Mr. Worre. Certainly not as far as STEG is concerned. We think 
the Army is certainly a competent agency, but if it is the desire of 
= subcommittee that they be reviewed by HICOG, certainly we will 

0 So. 

Mr. Curtis. I don’t know the feelings of the other members of the 
subcommittee, but the only thing I am thinking of is trying to get 
this contract with the Government channeled into one authority so one 
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place will know all the ramifications. I can’t speak for the committee, 
as I say. I don’t know how the chairman feels. I, myself would like 
to see HICOG, because it is taking cognizance on other United States 
interests on the contfact, review the Army claims, too. 

Mr. Wotre. Therefore, each claim will be submitted, where title is 
passed, will be submitted to the Army for their negotiation and settle- 
ment of the claim, to HICOG for its approval, to your committee for 
approval, before the money is paid? 

Mr. Curtis. That would be my understanding. 

Mr. Wotre. I don’t like to speak for Mr. McCloy on this. 

Mr. Curtis. Do you see any objection to it? That’s what I want. 
Then you would be sure to have the information. 

Mr. Wotre. I would be sure to have the information. They would 
give us the information anyway as they settle the claims. I consider 
the Army a perfectly competent agency to settle this matter. They 
are the ones involved. Certainly, they would give us the information 
if they did settle the claims. They would have to so we could adjust 
the debt accordingly. 

Mr. Curtis. This is the carrying out of a contract and the terms of 
it and to have the interpretation of that contract and the United States 
position in it in one place would seem beneficial. 

Mr. Meaper. I am not quite clear either, Mr. Wolfe, why it was 
necessary for HICOG to turn over to the German Government $40 
million which was in your possession, derived from the sale of this sur- 
plus property. It would seem to me that faced with this contingent re- 
sponsibility that our Government may be faced with, and faced also 
with the right to reecive the sale price of what was turned over to 
the German Government as surplus property, that it would be good 
business on our part, unless we were required to do it, to maintain 
possession of those funds. 


LEGAL STATUS OF SURPLUS SALES RECEIPTS 


Mr. Wotre. We looked at it directly from the legal standpoint. 
The contract states: “The purchase price shall be a deferred charge,” 
and it will be settled later as to how it would be paid. As the military 
government of Germany, we were the government,. and therefore 
held the proceeds in escrow for a recognized constitutionally elected 
government. When that happened and they recognized the debt 
under this agreement we said, “Now you are entitled to this money,” 
and turned it over and said, “We will hold you to your agreement 
and how those $67,000,000 are to be paid will be settled at a later 
date when we settle the entire German debt question.” 

Mr. Meaver. These $40,000,000 you are speaking of are not segre- 
gated by the German Government from any other general treas- 
ury funds? 

Mr. Wotrt. I think they handle that the same way we do. 


Mr. Meaper. It is not set apart to pay the United States the 


proceeds of this property originally owne 
Mr. Worre. No. 
Mr. Meaper. It is just a general indebtedness by the German Gov- 
ernment to the United States Government, payment of which comes 
about only when we initiate a request for payment ? 


by us? 
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Mr. Wore. Or in accordance with the agreement when we settle 
the entire debt question. “The purchase price shall be a deferred 
charge against, and shall be repaid from, future proceeds of German 
exports,” and will be settled at the same time tht other debts become 
payable. 

Mr. Meaper. Let me ask this. I may be a little more uninitiated 
about this financial transaction. It strikes me that when these 
$40,000,000 were traceable directly to the proceeds of United States 
property it would have been good business on the part of the High 
Commission to have made a demand for that $40,000,000 then, which 
we had the power to do. 

Mr. Wo xre. No. 

Mr. Meaper. Why not? 

Mr. Wo tre. In the first place, we cannot call upon the German 
Government, and this applies to every government that has a surplus 
property debt to the United States, to pay that in local currenc 
unless the Congress authorizes us to do so by appropriating an off 
setting amount in dollars. In other words, it isn’t a dollar appro- 

riation. It is an authorization to us to call upon the German 
Garahbiansiet to pay in local currency. 

Mr. Meaper. You are speaking of a different question. You are 
talking about the application of proceeds. I am not talking about 
whether they should be spent to defray the expenses of the State De- 
partment or what, but certainly you had a right under your agree- 
ment to demand payment of this sum which you already had in your 
possession, whether allocated to any particular use of our Government 
over here? 

Mr. Wo tre. No. 

Mr. Curtis. You had the power? 

Mr. Wotre. Not in accordance with the agreement. The agreement 
says (par. 4 of the bulk sales agreement is quoted below) : 

4. The purchase price shall be a deferred charge against, and shall be repaid 
from, future proceeds of German exports pari passu with obligations for other 
supplies furnished to the German economy on a deferred-payment basis. In- 
terest shall be computed at the same rate and on the same terms as are event- 
ually established for other deferred obligations of the German economy to the 
United States Government. Payments shall be credited first to interest due and 
then to unpaid principal. The terms for payment of any balance remaining un- 
paid at the time of the treaty of peace with Germany shall be such as are 
prescribed therein. With the consent of the appropriate occupation authorities, 
the United States Government may require the accelerated payment of any part 
of the unpaid purchase price in local currency for use by the United States 
Government ; credit against the purchase price shall be given of the agreed dol- 
lar value of such accelerations. 

Mr. Curtis. Yes, sir, but we were previously talking as to who had 
the right to demand the money, to have it available, and you said that 
HICOG could recommend it to the State Department. 

Mr. Wotre. We can recommend it. 

Mr. Curtis. I think that’s what Mr. Meader is talking about. 

Mr. Wotre. We can recommend to the State Department, to the 
Treasury, to the Congress, that we call upon the German Government 
to pay this in full immediately. 

Mr. Curtis. Let’s clear this point up, at least, Mr. Wolfe. It doesn’t 
take an act of the United States Congress to bring about the obligation 
of the German Government to pay for surplus property ? 
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Mr. Wo tre. The obligation is already here. 

Mr. Curtis. To bring it into being? 

Mr. Wotre. You mean to start collecting the money ? 

Mr. Curtis. Yes; it doesn’t take an act of Congress to do that? 

Mr. Wotre. The Surplus Property Act says that. 

Mr. Curtis. Will you cite the section of the Surplus Property Act 
that requires the United States Congress to pass a law 


DRAWING DOWN SURPLUS PROPERTY CREDITS 


Mr. Lantarr. Am I incorrect in this thought: That that money sits 
there as an eventual credit. If the State Department requires dollars 
to build an Embassy building in Hamburg or any place else, then they 
can request an authorization from Congress to draw down that much 
money, but if they don’t construct that building under the Federal 
Service Building Act, it might not ever be drawn down because no 
request is made to Congress for an authorization, so that the dollars 
sit there as an eventual building program for future Department of 
State needs? 

Mr. Worre. Just oneamendment. You are absolutely right. That 
is according to the agreement—when all other debt propositions are 
settled. Presumably, when this agreement was made, they thought we 
would have a peace treaty in a year or two and the debt would be set- 
tled. Today we have the German Debt Conference under way in 
London of which this is a part and the Debt Conference will come out 
with a solution of saying: “This is what you owe of which surplus 
property is a part, and this, Mr. German Government, is how you are 
going to pay it.” I would say there is nothing to stop the High Com- 
missioner from saying: “We’ll collect this right now.” In fact, he has 
so recommended already, as I stated, to carry out the program we think 
is essential in Germany. 

* * rae * * * * 


Mr. Meaper. In the light of what some people regard as rather un- 
satisfactory—there were some great quantities of surplus left in Ger- 
many and what steps, if any, were taken to draw upon the surplus 
property in Germany for the execution of the Truman program in 
Greece and Turkey, which antedated this account with STEG? Do 
you know or do your records show or is there anyone here who knows 
whether it was considered, the drawing upon these military supplies 
for equipping the Turkish and Greek Armies in 1947? 

Mr. Wotrr. I am afraid I can’t answer that, sir. It is part of my 
Department, but it happened in the years prior to my time. 

Mr. Donouvr. Any further questions? 


* * * * * * * 


Mr. Brownson. I’d like to ask about three questions concerning 
scrap. In the first place, in the other countries we have been in, they 
have been kind enough to evaluate the condition of their economy. 
Could you evaluate the present condition of Germany’s economy in 
contrast to the prewar economy ? 

Mr. Woxre. Yes. In practically all fields of industry in Western 
Germany—and I speak here only of Western Germany—— 

Mr. Curtis. Is that the American zone? 
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ECONOMIC SITUATION IN WESTERN GERMANY 


Mr. Wotre. No. Western Germany includes the American, Brit- 
ish, and French zones, and it stands about 138 percent of the 1936 
production. That is the general average. Some of it is 200 percent 
of 1936. Some of it is down to 110 and 115, but, over-all, on the basis 
of end items, not on the basis of value, Germany is 138 percent of the 
1936 level taking the 1936 level as the last peacetime year and the 
last, more or less, normal year. The coal situation that I mentioned 
a little while ago, that is probably the most serious. Steel production, 
if that goes up, that is going to increase the requirement for coal. I 
am not sure that they are going to be able to raise one. If they get 
authorization to raise one, I am not sure they will be physically able 
to raise the other. The ceramics industry is way beyond prewar. 
Agricultural production is not up because they depend so much on the 
east for their food. 

Mr. Brownson. Your estimates include the Ruhr? And the United 
States zone is pretty well up to the average you have given us? 

Mr. Wotre. Yes. 

Mr. Brownson. Do you know how many months’ supply of scrap 
iron the steel industry has on hand, or could you ascertain that for us? 


NEED FOR SCRAP IN GERMANY 


Mr. Wo tre. I could give you a guess now. In scrap iron, we were 
able to collect, just able to meet, barely meet, the requirements of 
320,000 tons last month. It is just a nip-and-tuck situation from 
month to month on the scrap and salvage. I would say, offhand, that 
the stockpile is probably 30 days. 

Mr. Brownson. Of course, we have at the present time 69 days 
supply of scrap in the United States. We understand, for instance, 
that Ordnance down in Stuttgart collect from their total operations in 
Germany about 400 tons of scrap iron. What is your policy in dealing 
with the European Command on that scrap? Is any of that scrap 
Army generated? Is the scrap which is American generated allowed 
to be shipped back to the States? What is the HICOG policy on scrap 
generated by the military ¢ 

Mr. Wo rr. Certainly there is no prohibition against its shipment 
back tothe States. I think the program heretofore has been dependent 
on the local economy, particularly since Germany is now doing so much 
in increasing the amount of defense production. 

Mr. Brownson. Has there been any conflict between HICOG and 
the European Command on the subject of scrap and salvage? 

Mr. Wotre. Not to my knowledge. If there is, I will certainly let 
you know. 

Mr. Brownson. We have heard some rumblings of a difference of 
opinion there. We have no way of knowing, but since we are talking 
to you first, I thought I would ask you here. Generally speaking, is 
there an aluminum industry of pretty good size in Germany ? 

Mr. Wore. There is an aluminum industry here, but it is not of any 
real proportion, or any sizable proportion. 

Mr. Brownson. How about copper? 

Mr. Worre. I would have to get figures on that. 
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Mr. Brownson. What I am trying to develop are the critical types 
of nonferrous scrap. In Italy, talking to people there, we pointed out 
to them that immediately after the war and ever since, several American 
scrap interests have accumulated large tonnages of scrap for export to 
the United States and they have been blocked by the State Department. 
Their people held that that scrap was essential to the development and 
continued operation of the Italian industries. Now, I am wondering 
if you have any similar policy here about keeping that scrap in Ger- 
many for the development of German industry. 

Mr. Woure. Certainly one of our interests would be to maintain— 
particularly now that we are talking of Germany’s contribution to the 
defense effort and also to its economic welfare—naturally we will be 
on the side of trying to maintain sufficient here to balance the economy. 
Otherwise, we are faced with the other situation. If we ship all the 
scrap out of here, the steel industries of Germany cannot operate, 
therefore they shut down ; therefore the mines shut down and therefore 
we go back to the States and say now West Germany needs foreign 
economic aid. 

Mr. Brownson. Has that policy been implemented by any set policy 
directive ¢ 

Mr. Wotre. I have not seen a policy directive on that. Let me check 
that. 

Mr. Brownson. I'd also like to know specifically whether any direc- 
tives or policy letters have been issued to EUCOM on that subject. 
You say that much of this German scrap is sold locally. Do you have 
controls over that scrap to make sure it stays on this side of the iron 
curtain when it is sold ¢ 

Mr. Wotrr. Absolutely, sir. We have a situation coming up right 
now—it isn’t settled and I don’t know what the answer is going to 
be—can I answer this off the record ? 

Mr. Dononue. Yes. 

Mr. Brownson. What is your position in regard to scrap? You 
were saying that at the present time, both Army-generated scrap and 
other scrap which is generated in Germany, as far as you are con- 
cerned, can be sold on the open market until such time as you begin 
to see dangerous tendencies as far as Germany’s production is con- 
cerned, at which time a policy will have to be directed. 


* * * * * * * 


Mr. Brownson. You see, our problem there is that, as one of the 
heads of the scrap industry in the States put it to us before we left, 
we are taking a risk in spreading around the world. We are getting 
into a very critical situation. So, in other words, it would be perfectly 
all right for the American people to buy scrap in Germany up to a 
point where it began to upset the German economy at which time you 
will have to consult with all parties concerned and issue a policy. 

Mr. Wotrr. That is correct. 

Mr. Brownson. Until that time, the American policy is letting 
them sell the scrap as they see fit. What happened to all the battle- 
field scrap? Did that go into the German steel industry ? 

Mr. Wotre. Yes. 

Mr. Brownson. It must have been a considerable tonnage—burned 
out tanks, ete. 
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Mr. Wotre. Yes. And prior to the blockade, before the iron curtain, 
an awful lot of scrap went to the eastern countries. At that time, of 
course, scrap was a veritable drug on the market. Nobody cared who 
took the scrap. We wouldn’t even ship it home. You couldn’t pay 
the expenses for taking the scrap home. Nobody would buy it. Now 
we are in exactly the reverse situation. 

Mr. Brownson. It is one of those fluctuations of policy—same effort 
as dampening the swing of the pendulum. 

Mr. Wotre. Looking back now, of course, we would have been very, 
very wise, even at a large subsidy cost, to pack up all the scrap we could 
find in Germany and ship it home. 

Mr. Brownson. Do you know of any difference in policy between 
the handling of scrap in the British zone and the handling of scrap 
here? Can you clarify that a little bit? I understand that certain 
scrap dealers of the British placed certain demands on the Military 
Government and the Expeditionary Forces to return large tonnages 
of material to the United Kingdom at the time when we were singu- 
larly disinterested in scrap. 


* * * * * * * 


Mr. Donouvr. Any more questions ? 

Mr. Brownson. That isall I have. 

Mr. Dorn. Mr. Wolfe, is there a continuation at the present time 
of the old dismantling policy of factories or anything? 

Mr. Wotre. No. 

ans Dorn. None whatever? When was that policy discontinued 
here ? 

Mr. Wotre. Last fall, about a year ago. 


* * * * 3 co * 


Mr. Donouve. I understand you have a couple of questions, Mr. 
Ward. 


AUTHORIZATION FOR USE OF PROCEEDS FROM SURPLUS SALES 


Mr. Warp. Mr. Wolfe, are the proceeds from surplus-property sales 
to be used under the Foreign Service Building Act? Are they put ina 
special deposit account ? 

Mr. Wotre. What we have used are put in a special deposit account 
and expended and reported back. 

Mr. Warp. Maybe Mr. Mitchell can give me a citation of that ac- 
count. Can the money be spent without any special authorization ! 

Mr. Mircueu. No, sir. 

Mr. Wo tre. Not special for Germany. It is included in the over-all 
foreign building authorization language. 

Mr. Warp. Authorization language, not appropriation language? 

Mr. Worre. I believe it is in appropriation language. 

Mr. Warp. Maybe he can give me the reference. 

Mr. Wotrr. They have two: the major program of 50 million which 
is in the authorization language and then annually they get the ap- 
propriation. 

Mr. Warp. Do any excess authorizations revert to miscellaneous 
receipts of the Treasury ? 

Mr. Wotre. No. It goes back into that. They keep it. 
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Mr. Warp. They keep it. 

Mr. Wore. If we estimate Hamburg at 300,000 marks and we only 
spend 275, we can’t take that 25,000 and use it in Munich. 

Mr. Warp. That is all I have. 

Mr. Donouve. Any questions, Mr. Kennedy ? 

Mr. Kennepy. No questions, Mr. Donohue. 

Mr. Dononve. I’d like to ask one question. What is the use being 
made of counterpart funds now derived from Marshall plan expendi- 
tures / 


USES OF COUNTERPART FUNDS IN GERMANY 


Mr. Wo rr. I assume you are referring to the 25 age for United 
States purposes. Actually there are three uses. First, the counter- 
part is for the United States purposes in Germany. 

Mr. Dononvuzr. What are those? ‘ 

Mr. Wotre. This office building, our American house project and 
two German housing projects are paid for entirely from counterpart 
funds. I have to add one exception, $850 we had to pay in dollars 
for some land because a man owned a little strip of land in the middle 
of this area and he lived in the States and naturally we had to pay out 
dollars to him. Outside of that, that is the only dollar expense in this 
project. Then, counterpart funds are used for Public Affairs activi- 
ties, motion picture programs, a newspaper, our monthly magazine 
Der Monat, our information centers, American houses, libraries, etc., 
plus Kreis resident officer programs. Third is the Berlin program: 
The child-feeding program; the economic aid to Berlin; if you will, 
the WPA program going on in Berlin. Berlin, as you know, was a 
capital city. "There was no industry there. Berlin is still only at 
about 50 percent of its prewar production. The Federal Republic 
share that aid. Every German pays a few pfennigs every month 
for Berlin aid. 

Mr. Dononvr. In other words, Mr. Wolfe, a counterpart fund set 
up as a result of expenditure of ECA funds is practically being washed 
out so that none of it will ever be used, none of it will ever be available 
for use, for the building of, say, consulate buildings or embassy 
buildings. 

Mr. Wore. Yes. We are starting on a program right now—it was 
approved about 2 weeks ago, of an entire consulate building program 
in Germany which will consist of a principal officer’s house, an office 
building, and apartments for the staff of the consul. 

Mr. Dononvr. That will come out of the counterpart funds? 

Mr. Wotre. Yes, sir. 

Mr. Dononve. I have in mind a building like this, the title of it 
being in the German Government. There wouldn’t be any way of ever 
getting it back, would there? 

Mr. Wotre. This was a peculiar arrangement. It was never antici- 
pated that this would be a permanent embassy. This building is 
temporary in construction. say “temporary,” like the temporary 
buildings during the World War. They are prefabricated of wood 
except the big building which is concrete. According to our agree- 
ment, this whole property belongs to the United States Government 
until 90 days after we construct a new Embassy in Germany. When 
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will that be? Until that time comes, this property belongs to the 
United States for all intents and purposes. No taxes. 

Mr. Dononvsr. What percentage of the counterpart fund is left after 
using, drawing, on it for these other purposes? 

Mr. Wotre. For the purposes I described, we take 25 percent of the 
counterpart. Seventy-five percent goes directly back into the German 
economy in the form of industry rehabilitation, housing, power plants. 
and so forth. 

Mr. Dononue. I think that answers the question. Is all 25 percent 
of it withheld ? 

Mr. Wotre. Yes. If there is 30 percent, 5 percent is for administra- 
tive expense of ECA and strategic 

Mr. Curtis. What is the total that has amounted to date ? 

Mr. Worre. The total to date has been 3,000,000,000. 

Mr. Brownson. There has been 3 billion in aid. 

Mr. Wotrr. That would be about 12 billion deutschemarks. 

Mr. Brownson. What does the German newspaper and the America 
House activity come out of, our 30 percent ? 

Mr. Worre. Out of our 30 percent. 

Mr. Brownson. How much is going for that ? 

Mr. Wotre. Our total operation for all those activities in the fiscal 
year 1951 was the equivalent of $135 million, of which 27 was in 
dollars. In 1952 it was the equivalent of $114 million, of which 22 
million 250 was in dollars, the rest in counterpart. In 1953, we are 
requesting $51 million of which 16.7 will be dollars and the rest in 
counterpart. Now, how that last figure will come out, I don’t know. 

Mr. Brownson. What is the population of the United States zone. 

Mr. Wore. Forty-eight million—no, that is Western Germany. It 
is 16 million. 

Mr. Brownson. If we could have printed some of those propaganda 
messages on the back of $10 bills, it would have helped and it wouldn't 
have been any more expensive on a per capita basis. 

Mr. Wotre. There are all kinds of ways of propaganda and I think 
we have used them all except that. 

Mr. Curtis. How much, if any, American private capital investment 
has there been in the American zone in the last couple of years? 

Mr. Wotre. There has been quite a bit, sir, but I wouldn’t venture 
a figure until I check the reference. 

Mr. Curtis. There has been some? 

Mr. Wotrer. Yes, sir. Pan American, TWA, General Motors, Opel- 
plant rehabilitation and construction. There is General Electric and 
AKG, the film industry. 

Mr. Curtis. Is it a HICOG policy to encourage American projects ! 

Mr. Wouxre. Yes. We encourage American investment and then 
tell them you can’t take your dollars out when you get them, but that 
is to be changed. 

Mr. Curtis. Even that is changed. 

Mr. Wore. That is changing. Well, the German economy is in 2 
place now where they can do that, encourage dollar investment with 
dollar profit going out. They are rapidly coming to that point. 

Mr. Donouve. I think that is all, Mr. Wolfe. On behalf of the 
subcommittee, I want to express our sincere appreciation for the in- 
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formation that you have given us and your cooperation in making this 
meeting a success. 

Mr. Wotre. Thank you, sir, and I assure you that all the informa- 
tion you have requested and the survey will be completed at the 
earliest possible date. 


Bonn, GERMANY—EXHIBIT 1 


AGREEMENT BETWEEN THE UNITED STATES ARMY EUROPEAN COMMAND AND THE 
BizonaL Economic CoUNCIL TO REVALUATE THE PURCHASE PRICE oF CERTAIN 
UNITED STATES ARMY PROPERTY TRANSFERRED Prior TO 31 JANUARY 1948 BY THE 
UNITED STATES ARMY FOR THE GERMAN ECONOMY 


I, PREFACE 





1. Heretofore certain transfers of United States Army property have been made 
by the United States Army to the Staatliche Erfassungsgesellschaft fuer Oeffent- 
liches Gut MBH, formerly the Gesellschaft zur Erfassung von Ruestungsgut 
MBH, as an authorized agency for the receipt of such property for the German 
economy under the authority of the German Bizonal Economic Council, and prior 
to the establishment of the Council under the authority of the Military Govern- 
ment for Germany (United States). These transfers of property have been 
accepted by the representatives of the said Bizonal Economic Council by signature 
on a so-called “Quantitative Receipt,’ as a deferred charge against the receipts 
from future German exports. 

2. Some property of the United States Army has in the past been disposed of as 
outlined above, while other property of the United States Army has been disposed 
of by sale through the Office of the Foreign Liquidation Commissioner. The 
Office of the Foreign Liquidation Commissioner is an agency of the United States 
State Department which handles the sale of surplus property transferred to it 
by the Department of the Army in overseas areas. Accordingly, inasmuch as 
disposal of property is handled by these two separate agencies, it is necessary 
that separate agreements be made by each, depending upon the category of the 
property sold or transferred. 

3. The Foreign Liquidation Commissioner has now offered to sell to the German 
Bizonal Economic Council substantially all remaining United States Army prop- 
erty in Germany no longer required by the United States Army, effective 1 Feb- 
ruary 1948. Such a sale will dispose of substantially all United States Army 
surpluses in Germany, excepting that category of property denied the Germans 
by the Allied Control Council, and will eliminate any further transfers of United 
States Army property to the German Bizonal Economic Council on quantitative 
receipts except for scrap, salvage and waste after 31 January 1948. The Office 
of the Foreign Liquidation Commissioner, the United States Army and the Ger- 
man Bizonal Economic Council have mutually agreed that 21% of the cost price, 
or approximately $236,000,000 would be a proper charge against the German econ- 
omy for all such property (i. e., That which has been transferred to the German 
5 economy by the United States Army or will be transferred by the United States 
4 Army prior to 31 January 1948, and that which will be sold to the German econ- 
: omy by Office of the Foreign Liquidation Commissioner). The 21% is, of course, 

the governing figure since the fluctuation of the total inventory may well resuit 
in a substantial variation in the sum of the over-all price of the two transfers. 
While it is agreed by the parties mentioned above, namely, the Office of the 
Foreign Liquidation Commissioner, the United States Army and the German 
Bizonal Economie Council that these sales will be considered on a single over-all 
basis embodying both that property transferred directly by the United States 
Army and that property sold by the Office of the Foreign Liquidation Commissioner, 
it is essential, however, from the United States standpoint, that these transactions 
continue to be treated as two separate transactions, one by the United States Army 
and one by the Office of the Foreign Liquidation Commissioner. Accordingly, it 
is understood that any amounts heretofore charged against the German economy, 
by virtue of previous sales, in excess of 21% of the cost price will be offset against 
purchases made under the parallel contract of the Office of the Foreign Liquida- 
tion Commissioner, and it is understood that the United States Army and the 
Office of the Foreign Liquidation Commissioner have agreed that the over-all 
Sales price of approximately $236,000,000 will be divided so the two separate 
transactions are each charged at 21% of the cost value of the property trans- 
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ferred and sold. This will require a revaluation of the purchase price tc the 
German economy of that property transferred to it directly by the United States 
Army from the values agreed upon at the time of the transfers down to approxi- 
mately 21% of cost value. 

4, It is contemplated that upon the effective date of the said Office of the Foreign 
Liquidation Commissioner contract, to wit, 1 February 48, transfers directly from 
the United States Army except for scrap, salvage and waste will terminate and 
transfers of property subsequent to that date will be made as part of the said 
Office of the Foreign Liquidation Commissioner sale of surplus property. How- 
ever, the purchase price of all property except scrap, salvage and waste trans- 
ferred directly by the United States Army prior to 31 January 1948, will be valued 
in accordance with paragraph 3 above. 


Il. AGREEMENT 


5. In view of the foregoing circumstances it is hereby agreed between the 
United States Army and the German Bizonal Economic Council that, in consid- 
eration of the purchase by the German Bizonal Economic Council from the 
Office of the Foreign Liquidation Commissioner of all United States Army prop- 
erty presently surplus or to become surplus to requirements of the United States 
Army in the United States Area of Control in Germany prior to 30 September 
1948 (as in accordance with that certain agreement entered into between the 
Office of the Foreign Liquidation Commissioner, and the German Bizonal Eco- 
nomic Council for the purchase of said property, dated 23 January 1948), that 
the purchase price of all sales or transfers of property, except scrap, salvage or 
waste, made directly by the United States Army to the German Bizonal Economic 
Council or its duly authorized representatives prior to 31 January 48, will be 
revalued to 21% of the actual cost value of all such property so sold or trans- 
ferred. Said property has been and will continue to be recorded on quantitative 
receipts until 31 January 1948 as a deferred charge against future proceeds of 
German exports. 

6. The German Bizonal Economic Council acknowledges and agrees to accept 
as a proper charge against the future proceeds of German exports the total 
amount of indebtedness incurred as a result of all transfers of property by the 
United States Army on quantitative receipts for the German economy prior 
to 31 January 1948, revaluated by the United States Army to 21% of cost value 
in accordance with the terms of this agreement. The cost value of United 
States Army property transferred prior to 31 October 1947 is approximately 
$212,000,000 and the revaluated sales price is approximately $44,500,000. 

7. The purchase price shall be a deferred charge against, and shall be repaid 
from, future proceeds of German exports pari passu with obligations for other 
supplies furnished to the German economy on a deferred payment basis. Interest 
shall be computed at the same rate and on the same terms as are eventually 
established for other deferred obligations of the German economy to the United 
States Government. Payments shall be credited first to interest due and then 
to unpaid principal. The terms for payment of any balances remaining unpaid 
at the time of the treaty of peace with Germany shall be such as are prescribed 
therein. With the consent of the appropriate occupation authorities, the United 
States Government may require the accelerated payment of any part of the unpaid 
purchase price in local currency for use by the United States government; credit 
against the purchase price shall be given of the agreed dollar value of such 
accelerations. 

Executed in triplicate at Frankfurt am Main, Germany, this 23d day of January 
1948. 

For the Bizonal Economic Council: 

/s/ Ertc KoeH er. 
/8/ DAHRENDORE. 

For the United States Army, European Command: 

/s/ CARTER B. MAGRUDER. 
/s/ G. H. PIERRE. 


This contract is entered into by the Bizonal Economic Council with the approval 
of the Bipartite Board, composed of General Clay, Military Governor of the 
United States Zone, and General Robertson, Military Governor of the British 
Zone. 


/s/ G. L. C. Scorr, 
For WALTER E. MATHER. 
Major, GSC Duty Secretary, Bipartite Secretariat. 
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BONN, GERMANY—EXHIBIT 2 


Report From ZuRicH CONSULATE 
March 23, 1951 


Consul General Kuykendall telephoned me back and stated as follows: 

1. Neither the Continental Motor Trust nor GEFU Trust are registered as 
companies in Switzerland. 

2, Neither is listed in the telephone directory of Zurich or Liechtenstein. 

3. The address 32 Bahnhofstrasse is a building housing 26 commercial con- 
cerns but neither Continental Motor Trust nor GEFO Trust is listed as having 
offices there. 

4. Neither is registered with the Post Office in Zurich. 

5. Both are registered with the Post Office in Vaduz, care of the Bank-in- 
Liechtenstein A. G. 

6. The Bank-in-Liechtenstein divulged that GEFO Trust was registered (in- 
corporated) on August 1, 1947, and Continental Motor Trust on May 25, 1946. 

7. The Bank-in-Liechtenstein refused to supply names of directors or stock- 
holders of either. 

8. There is no “government registry” or corporations in Liechtenstein nor any 
government prescribed formalities for the public registration (incorporation) of 
business concerns. This is done by the principals depositing papers with a 
Bank and obtaining recognition from the same. 

9. A memorandum dated November 14, 1950, from Paris states that Mr. Dawson, 
in applying for a visa there, avers he is the sole owner of the following: 

a. ‘The Channel Islands Iron and Steel Co., Ltd., St. Hellyer, Jersey, or- 
ganized in 1946 and represented London by a Mr. Witway of Philips, Conway 
& Thomas, Solicitors, 20 Bolton Street, London. 

b. GEFO Trust, 32 Bahnhofstrasse, Zurich (also represented by a Dr. 
Hagenbach of the same address). 

e. S. A. Dodge, 32 Bahnhofstrasse Zurich (also represented by Dr. 
Hagenbach). 

d. Sonda Trust, 32 Bahnhofstrasse, Zurich (also represented by Dr. Hagen- 
bach). 

e. Trucks and Spars Kraftfahrzeug G. m. b. H., Feldbergstr. 28-380 
Frankfurt-Main. 

10. Consul General Kuykendall also reports that the Dr. Hagenbach men- 
tioned in 9b, c. and d. above, is reported to be an inhabitant of 32 Bahnhofstrasse, 
Zurich. 

11. The files of this office indicate that the director of the firm mentioned in 
9e, above is a Herr Rudolf Bubenberger, of 20 Kirchgasse, Wiesbaden. 

B. B. SNYDER, 
American Consulate General, Frankfurt. 


Bonn, GERMANY-—EXHIBIT 3 


Report No, F 1136 or DEUTSCHE REVISIONS—UND TRUEHAND-AKTIENGESELLSCHAFT 
FRANKFURT AM MAIN ON THE EXAMINATION WITH GERMAN PUBLIC CORPORATION 
FOR THE COLLECTION OF US ArMyY SuRPLUS MATERIALS (BRIEFLY REFERRED TO 
AS “STEG”) MUNICH, OF THE OPENING BALANCE SHEET IN DEUTSCHE MARK AS 
OF JUNE 21, 1948 

I. PRELIMINARY REMARKS 


1. Pursuant to a resolution taken by the Supervisory Council we have been 
instructed by the Management in its letter dated November 17, 1949, to make an 
examination of the Opening Balance Sheet in Deutsche Mark (DMEB) as of 
June 21, 1948 of German Public Corporation for the Collection of War Surplus 
Material (hereinafter briefly referred to as “STEG”), Munich. 

2. Our Auditing procedures started in April 1949 with the various clearing 
offices in the British Zone of Occupation ; auditing work with STEG Main Office 
(referred to as “HV”) commenced in autumn of 1949 and also with the various 
affiliates in the US Zone; inasmuch as it proved necessary to examine at the same 
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time the annual accounts as of December 31, 1948, audit work took some con. 
siderable time and lasted until December 1950. The very problem was to obtain 
some more secure basic data allowing a proper segregation between the RM and 
DM periods, while furthermore it proved necessary to get likewise an adequate 
basis for eventual readjustments in RM, all of which were necessary for draw- 
ing up on orderly Opening Balance Sheet in Deutsche Mark. 

3. The Partial Opening Balance Sheet in DM of the several STEG Affliates, 
i. e., Main Office, Branch Offices Bavaria; Wuerttemberg-Baden, Hesse and 
Bremen, Subsidiary Office Berlin, Clearing Offices Hamburg, Slesvig-Holstein, 
Lower Saxony and North Rhine-Westphalia have been duly commented upon in 
our respective reports on the examination of the Partial Annual Accounts of 
these offices as of December 31, 1948. 

4, The present report deals with the Opening Balance Sheet in Deutsche Mark 
of the whole STEG-group. We deal at first with the relevant readjustments in 
RM, and proceed in the ensuing main section to a discussion of the Opening 
Balance Sheet in Deutsche Mark of STEG, devoting special space to the com- 
ments on a few problems which are specific to STEG, on the conversion accounts, 
on the revaluation of assets and liabilities, and the exact content of the several 
items, all of which are being dealt with in separate sections. Further chapters 
are dealing with the definite fixation of STEG’s capitalization as well as with 
the explanatory report of management. Finally in the closing chapter we bring 
a condensed view of the Opening Balance Sheet in Deutsche Mark and the severa! 
most essential results of our audit. 

The Opening Balance Sheet of STEG in Deutsche Mark is being shown in 
Exhibit I while the balance sheet broken down by programs appears from Exhibit 
II. On the other hand, Exhibit III shows a comparison of the Closing Balance 
Sheet in RM with the Transition Balance Sheet in Deutsche Mark as well as 
with the Opening Balance Sheet in Deutsche Mark. Exhibits IV and V, finally, 
show the results of the new conversion and new valuation broken down by 
programs. 

5. Within the framework of this report we refrain from entering into a descrip- 
tion of the economic and legal position of STEG, its tasks as well as its organiza- 
tional set-up, and finally its accounting system. In this connection we would 
like to refer the reader to our auditing report on the Closing Balance Sheet in 
RM (report No. F 171, dated November 1, 1949). The necessary complements 
relating to the DM period will be given in our report on the Annual Accounts 
of STEG as of December 31, 1948. 


II. FINAL READJUSTMENTS IN RM 


6. Owing to a rather deficient stores bookkeeping, rather severe defects and 
shortfallings were revealed in the Annual Accounts of STEG in RM both from 
a factual and formal viewpoint, so that the statement of the unrealized trust 
property, all assets and liabilities arising from trade transactions, as well as of 
proceeds was incomplete, while on the other hand no warranty as to the cor- 
rectness of the accounts could be assumed. Inasmuch as an absolutely clear 
basis for drawing up the opening balance sheet in DM was unavailable, and 
because the management was requested by the various shareholders on December 
5, 1949, to try closing the gaps which had been revealed for the period when RM 
was still legal tender, a large amount of work was required for making good 
both factual and formal errors existing in the RM closing balance sheet. In 
particular, all postings made during the DM-period were scrutinized by STEG 
with a view to ensuring whether they were based on business transactions 
carried through during the RM-period. Relevant DM postings were thus taken 
back in the shape of so-called RM-readjustments in the accounting cycle as of 
June 20, 1948, while a new internal RM closing balance sheet including all final 
adjustments was drawn up, out of which the Opening Balance Sheet in DM has 
been derived and well via the DM transition balance sheet (see Exhibit III). 
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7. A certain idea about the volume of the clerical work involved in the final 
readjustments regularized may be obtained from the following breakdown: 











Turn-over of postings 





Debit 


Credit 





Fixed and ——— — 

Trust property (goods 

Claims re out of sales effected prior to the founda- 
tion of STEG and parellelly with STEG 

Provisions and liabilities 

Liabilities arising out of trust property 

Liabilities out of claims not yet collected on account of 
sales prior to the —- of STEG and parellelly 
with STEG proceeds 


Expenditures 
Addition to surplus liable to remittance 


RM 5. 270. 673, 38 
22. 649. 325, 57 


13. 768. 671, 35 
7. 218. 123, 34 
26. 859. 737, 10 


907. 352, 70 
1, 069. 509, 67 
5. 569. 219, 49 


RM 2. 940. 085, 15 
26. 859. 737, 10 


9. 548. 711, 57 
22. 649. 325, 57 


13. 768. 671, 35 
5. 816. 869, 58 
551. 369, 18 

1. 177. 843, 10 





83. 312. 612, 60 


83. 312. 612, 60 











The rather high amount of additional final settlements and readjustments 
comprises to a considerable extent, retransfers, eliminations, cancellations, and 
shifts of programs (especially under the heading of trust property (goods) and 
liabilities arising out of trust property transactions). 

8. With a view to the fact that in connection with the special method of 
accounting prescribed for STEG all capital goods are fully depreciated during 
the very year of their acquisition, final readjustments carried through in respect 
of fired assets did not influence at all valuations of the various items, but in- 
volved appropriated readjustments of inventory sheets. 

9. While gaps existing in postings regarding fixed assets purchased from third 
parties were relatively narrow, duplications of inventory takings amounting to 
some RM 1384.000,__.__, as well as unbilled withdrawals in the amount of some 
RM 210.000,__ were revealed in the course of belated adjustments of withdrawls 
from trust property (for so-called own use). 

It may be taken for granted that any chance for ascertaining other with- 
drawals for own use which remained as yet unaccounted for has been fully 
made use of during the extensive investigations carried through in the mean- 
time. 

10. Besides real corrections the above-mentioned readjustments comprise post 
festum accounting for items of fixed assets, as well as retransfers from the 
fixed assets group and between items purchased from outside quarters and 
those arising out of withdrawals for own use, between fixed assets and inven- 
tories as well as valuation differentials of some DM 286.600,__. 

11. The small amount of final readjustments to the inventories (some RM 
37.700,__) arose in the main from shifts in the composition of fixed assets. 

12. On grounds which remained partially outside of the influence of STEG it 
proved still impracticable, at least up to the period of drawing up the first RM 
accounts, to remove certain deficiencies based on the accounting methods pro- 
per to it. Required adjustments to the various accounts were merely reduced 
to the postings of invoices, sending out of credit memoranda and in extension 
to the squaring of partial and installment payments, as well as to such items 
which did actually concern other STEG affiliates. Under this heading there 
were also included eventual clarifications of collected payments on account as 
to their actual character, as well as the consolidation of several accounts kept 
on behalf of the same customers. This kind of work led to the increase of 
claims on account of the delivery of goods by some RM 2.28 million and a 
reduction of liabilities by some 1.7 million. 

13. Owing to the manifold character of impending final readjustments it may 
not directly be deducted from these corrections of the claims on account of the 
delivery of goods and of liabilities that they had any definite influence on 
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actual results as one should presume. This appears from the following summary 
of claims on account of the delivery of goods: 














In 1.000 RM 
Plus Minus Total 
Condition of trade claims prior to readjustment...............}.--..22------_{---2 ee 7. 218 
Readjustments: 
Billing for deliveries of goods and services respectively for- 
warding of credit memoranda.--_-.-................-..-- 1.142 320 +822 
Intercompany squarings between STEG members___-____- 1. 876 1. 065 +811 
Regroupings, consolidation of accounts and of balance re- 
Ce EES SSS DEON, Be Ee) ET. 866 176 +690 
to ee CRRA) See Re ANE ers STAN rd 455 496 —41 
Condition of trade claims subsequent to readjustments_-_-_}_............-]..---.-..----- 9. 500 














14. Genuine additions to claims which only appear partially from the above 
summary, resulted in the main from billing for deliveries of goods occurring 
during the DM-period, which we believe lead to a successful segregation of sales 
transactions posted belatedly during the DM-period, but liable to accounting 
during the RM-period. While these alterations resulted in rather considerable 
changes, operations arising out of business transactions with contractual firms 
(i. e. ammunition programs, Alu-programs, taking-to-pieces of engines, etc.) 
which were mainly accounted for in DM and had been segregated from DM- 
accounts as transactions concluded in RM, were of lesser importance. 

The remaining readjustments to current assets are essentially concerned with 
regroupings between the several balance sheet items. 

15. For so far as impending movements of goods during the RM-period were 
not yet determined in the course of belated ascertainments the inventories of 
so-called trust goods which had not yet been realized at the critical date of the 
balance sheet were subjected to readjustments as to stored quantities, valuation 
and underlying programs, in conformity with the ascertainment of their use 
and existence occurring during the second half of 1948. 

Assets of unrealized trust goods have been reduced in connection with the 


above mentioned readjustments by some RM 4.2 million to a total of some RM’ 


124.4 million. Reduction of inventories relates for some RM 2.7 million to US 
Surplus programs, for some RM 1.1 million to zonal programs, while the other 
programs are concerned with some RM 0.3 million. The rather heavy volume 
of readjustments resulted by nnderlying grounds from: 





Approximate 1.000 RM 














Plus | Minus 
eine vis Free ss i Se ticle das DN beWekeeiides cbaceeu 4. 496 | 9, 345 
Valuation differences and valuation reserves......--...-.-..------- asrienat slon 12.773 | 12. 134 
Retransfers needed for adjustment of applicable programs___............___- 5. 380 | 5. 380 
| | = 
22. 649 | 26. 859 
|-------------- | +22. 649 
era. | —4.210 





16. Quantitative differences comprise mainly inventories which had remained 
unreflected upon the RM accounts and which were erroneously subjected to 
duplication in inventory taking, as well as to goods already sold but for which 
a was taken only post festum or which were billed for only at a later 

ate. 
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Valuation changes result from the adjustment of store bookkeeping valuations, 
which became necessary for the sake of uniformity and consistency of valuation. 
In connection therewith, there were also carried through certain abatements and 
increases in valuation of the values appearing in the stores bookkeeping with a 
view to bringing about some alignment with present day values. Changes be 
coming necessary on account of erroneous applications to specific programs are 
eoncerned with almost all programs. 

17. Claims arising out of sales prior to the foundation of STEG and outside 
of STEG which were again revealed in the course of the above-mentioned re- 
visions (so-called old proceeds) in the amount of some RM 13,8 million (out of 
which some RM 11,5 million resulted from sales of CEM material and some 
RM 2.3 million from the sale of US surplus material) were rather significant. 
These additions are the result of recently undertaken investigations which were 
continued up to the drawing up of the DM opening balance sheet. They arose 
in the amount of some RM 10 million with the Bremen branch and in the 
amount of some RM 3.7 million with the Berlin subsidiary. 

18. The counterparts of “still unrealized trust goods” on the liabilities side 
as well as those of “Claim out of old proceeds” are, of course, showing an 
increase of like amount owing to impending readjustments. 

19. Provisions appearing on the liabilities side were only slightly increased 
on account of these readjustments, i. e. some RM 44.100,—; although shifts 
occurring under this caption were rather substantial. In fact, provisions for 
sales taxes have increased by some RM 269.000,—those for contingencies out of 
litigations by some RM 94.000,— while provisions for rentals have been re- 
duced by some RM 119,000,— and provisions for contingencies by some RM 
200.000,—. 

20. Valuation reserves to items of current assets which were originally set 
aside in the RM balance sheet, have been used up in the course of the impending 
readjustments in the amount of some RM 41.000,— while some RM 458.000,— of 
other valuation reserves were dissolved. After additions amounting to some 
RM 125.000,— valuation reserves appear in comparison with the original accounts 
lower by some RM 874.000,— 

21. Total liabilities were reduced by readjustments by some RM 1,7 million. 
The increase of liabilities arising from the custody of the funds of third parties 
in the amount of some RM 1,5 million as well as the reduction of other liabilities 
by some RM 426,000,—is mainly explained by regroupings on the liabilities 
side of the balance sheet. The influence of readjustments was particularly sub- 
stantial for customers prepayments. These items were reduced by some RM 
2,7 million in connection with the belated billing of deliveries. 

The very extent as well as the character of readjustment operations within 
the group “total) liabilities’ may be gathered from the following summary : 





In 1.000 of RM 











| 
Plus Minus Total 

Conditions of liabilities prior to readjustments___....-.-.-.-_- RaSh: CaM = 2. 895 

Readjust ments: | 
Belated squarings of accounts................-......------ ae ; 2. 240 2.240 
Co ee a el, TARO ee oem een a 
Regroupings, condensation of accounts._____....___------- 1.332 569 +763 
Intercompany clearings between various STEG affiliates. _|_........__- ~ 894 — 804 
a 753 112 +641 
Condition of liabilit es subsequent to readjustments---.|.........-.---|--.--..------- 25. 165 














22. Readjustments to total results brought about significant changes in the 
profit and loss statement for the period from August 29, 1946, through June 20, 
1948 ; in fact, expenditures were increased by some RM 518.140,49 and proceeds 
by some RM 4.909,516,88, so that the balance liable to remittance rose by some 
RM 4.391.376,39. 
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23. Changes above show the following breakdown: 
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Si 
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In rounded off 1,000 RM 
Increase Reduction 
Proceeds: 

Turn-over arising out of sales of trust goods to third parties_........- oO ee ee ee 

Crees CINE I oa asin mttnean nen osptwe apalaaesisceaaeeaona 474. 000, - 
Own withdrawals of trust goods-.............------------------- dn ain Tatoo Shy edateaa 130. 000, _. 
Proceeds arising out of services to third parties_-_..........--..----- RRR ck Abas Edenen 
Proceeds out of sales of dispersal goods....... -..---.---..----.------ - A NY EE SSP ees 

Proceeds of sales effected prior oy the foundation of STEG and out- 
side this body (so-called old proceeds) -_-...........-...--.-.------ OOOO, ba Bidkiecuerenss~. 
CURE CN ooo Slaten since vdnmbtidddcdh mocks boecdbes -hihwuitka chides 457. 000, - - 303. 000, _. 
5. 816. 000, -- 907. 000, _- 
oo Unas Uae adele sick pe 
eee 
Expenditure: 

Tames 68 Gis ane Onn 8 on Ss ct eh ck Nee, eee ee ce 
DINNER WOMIIRRNONE WII oie onic wide ra hb as cichnw unin bapalvesguinbeuidiog 259. 000, _. 
eee ES ea Re Rene aE Ts SS OSE 116. 000, _. 
Consumption of supplies out of own use withdrawals.__......._.--.-|---------------- 169. 000, .. 
OUR WEIN eos ee Lee aed 156. 000, -- 8. 000, .. 
1. 070. 000, _- 552. 080, _- 
552. Oe? Sakuaiiddndkienacwae 
RE? nn 











24. After application of the various readjustments to underlying individual 
programs, the results of programs during the RM-period are taking the following 











aspect: 
Results of programs based on 
RM account 
Including Without 
readjustments readjustments 
RM RM 

DS icsknds bika hada siddcnb dds lgded ch idiiddulietinbwicna deck Baek +2. 742. 310, 44 +2. 445. 350, 75 
1 SEAR SES Se ee eae a Ee ea a Ns —37. 344, 04 — 205. 157, 19 
— NOs oan es aeb esn beet meer ce eens secusssareweks +113. 154. 393, 42 +111. 921. 760, 69 
sgh la leche ob svete aaa iod aes oA Sk ghas &s  Uai ce w eomee tora cee shred +3. 687. 258, 23 +3. 687. 258, 23 


United States surplus programs..............-..-...-------.-- 
OS SRE CART ORE EA REE SNA 
Ey I gd cd tas tent Peis netnuanwanedahetakacabkhnie’ 
Pe Rissa inc penicseeccanrcgcduwwedswieiniueninesesennnas 


RE SOR ose ccccs ceca cewastckeise ee EE 


Increase of surplus liable to remittance by._.....--...---.-.--- 





+119. 546. 618, 05 
+250. 016. 738, 04 
+5. 133. 800, 12 
+2. 273. 107, 85 


+117. 849. 212, 48 
+247. 505. 779, 82 
+6. 311. 643, 22 
+912. 252, 15 





+376. 970. 264, 06 
372. 578. 887, 67 








4. 391. 376, 39 





+372. 578. 887, 67 





25. In the course of adjusting work, which was pushed forward partially 


until the close of 1950, existing deficiencies and gaps of the original Annual Ac- 
counts in RM have been essentially removed by the above-mentioned readjust- 
ments. Readjustment work was chiefly carried through in connection with the 
accounting for the second half of 1948. According to the impression gained by 
us in the course of these activities, it may be taken for granted that eventual 
transactions in RM still posted during fiscal years 1949 and 1950 will not be 
very substantial. However, working hours available at Branch Office Bavaria 


were unsufficient for completely closing eventually existing gaps in the ascer- 
tainment of fixed assets and for wholly clarifying existing quantitative and val- 
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uation differentials within the unrealized portion of the trust property. These 
deficiencies which were already outlined in our report on the partial accounts 
of Branch Office Bavaria as of unimportant volume and undecisive character, 
have been taken over for final adjustment in the fiscal year 1949. 

26. Inasmuch as the view of the balance sheet may be presumed not to be 
subjected to substantial alterations owing to unfilled gaps we are of the opinion 
that the RM Closing Accounts together with enclosed readjustments present 
fairly the financial condition of STEG as well as the position of the winding up 
of trust goods transactions as of June 20, 1948. 


IlI, THE OPENING BALANCE SHEET IN DEUTSCHE MARK 


1. Problems special to STEG 


27. While, generally speaking, the decisive problem of economic enterprises in 
connection with the legislation regulating the questions around the opening bal- 
ance sheet in Deutsche Mark (briefly referred to as DMEBG) is formed by the 
possibility of revaluation—especially of those within the segments of fixed assets 
and inventories—inasmuch as it made possible, to a vast extent, the compensation 
of eventual losses on exchange owing to the conversion of RM into Deutsche 
Mark, the problem having first priority for STEG is the conversion account ac- 
cording to Military Government Laws No. 61 and 68. We therefore have been 
devoting a special chapter to the treatment of the conversion account, while we 
are commenting on the lesser important revaluation in an ensuing section. 

28. For judging about the problems of the currency conversion one should 
also bear in mind that STEG which disposes merely of a nominal capital of 
RM 20,000,— has no capital of its own worth while mentioning, while all assets 
and liabilities are merely held by STEG in its character as custodian and have 
been committed as such in performing the aims set forth by its custodianship. 
All pertaining problems of the balance sheet resulting from this peculiarity have 
been dealt with exhaustively under text 119 through 135 in our report Nr. F 171 
dated November 1, 1949 on the examination of the RM Closing Balance Sheet. 
As already pointed out at this occasion, it would have been more logical to 
comprise into the balance sheet also the trust property still awaiting realization 
as well as the liabilities under custodianship pertaining to the so-called old pro- 
ceeds as well as their counterpart on the liability side of the balance sheet, since 
they have the same legal status as all the other trust property and trust lia- 
bilities. This factor has been duly considered in the opening balance sheet in 
Deutsche Mark, which was also governed by the fact that in proceeding so, it 
became also possible to square in a more organic manner eventual currency 
losses and gains with the Givers of Trust, or to clear them within the frame- 
work of the individual programs. 

29. Because all assets are being administered in trusteeship by STEG and 
since they are realized by the latter under the same legal title while, further- 
more, all other property items and liabilities of STEG did result from the 
fulfillment of its trusteeship, it is evident that eventual currency losses or gains 
are at the charge or in favor of the Givers of Trust, respectively of the under- 
lying programs. Because tangible assets of the trust givers (the trusters)- 
which had accumulated from the realization of the property of goods given in 
trust as well as assets pertinent to the comprehension of claims arising out 
of the so-called old proceeds, all of which did appear on the liabilities side 
of the balance sheet under the caption of “Surplus liable to remittance” got 
absolutely lost owing to the currency reform, it proved impracticable to clear 
them within the framework of the conversion account; this property did 
appear on the assets side incorporated in the prepayments on surplus liable 
to remittance-as well as in “other banking accounts.” 

30. In fact, § 9 of Military Government Law No. 63, containing the most 
significant regulation governing the currency conversion with STEG, expressly 
stipulates that STEG’s bank deposits in Reichsmark, in their character as 
assets in old currency of group III of § 1 of Military Government Law, were 
completely wiped out. In connection therewith STEG lost all its bank de- 
posits including those prepayments on the surplus liable to remittance effected 









1074 FEDERAL SUPPLY MANAGEMENT 


with the Common Foreign Trade Office with Bank deutscher Liinder, amounting 
to some RM 402 million. 

Owing to the wiping out of the above-mentioned counterpart funds, the bal- 
ancing of the surplus liable to remittance in the amount of some RM 377 mil- 
lion, against which it would have been possible to square total losses arising 
on currency conversion of some RM/DM 9.2 million, became void. 

81. These losses can therefore only be cleared within the DM-period and are 
reducing or increasing the surplus liable to remittance arising within the 
DM-era; consequently all losses arising out of the currency reform, as well as 
eventual gains thereunder, including the relatively unimportant losses on re- 
valuations and for gains of the trust liabilities out of the trust property in goods 
still awaiting realization, have been duly taken into account in the opening bal- 
ance sheet in Deutschemark (briefly referred to as BMED). 

This is also the reason why the trust liabilities do not coincide with the trust 
property still awaiting realization in the opening balance sheet in Deutsche 
Mark. 

32. By the wiping out of its bank deposits STEG did also lose the counterparts 
of funds belonging to third parties which were administered by STEG, with the 
exception of a small amount of some DM 127.000—resulting from the conversion 
in the ratio of 10: 0.65 of funds kept on “account of third parties.” However, 
by Ordinance No. 8 regarding the carrying through of the conversion law STEG 
was entitled to make an application for conversion in the ratio of 10: 0,65 for 
funds of foreign ownership administered by it, with the Supreme Court of 
Accounts of Bavaria at Munich. Owing to this fact STEG did capitalize in its 
opening balance sheet in Deutsche Mark all claims on the release of banking 
deposits in RM in favor of third parties which, owing to its ascertainments and 
estimations amount to some DM 2 million. The counterpart of this amount is 
being represented by liabilities arising out of the keeping of funds of third 
parties and provisions for contingencies on account of eventual refunds, all of 
which have been subjected to conversion in the ratio of 10: 0,65. Insofar as the 
proof of private ownership cannot be given or in cases where the legal titles of 
persons or corporations to these claims cannot be furnished, so that claims for 
the release of banking funds in RM could not be recognized, which appears likely 
to a substantial extent, transitory items would be cleared against one another. 

35. To take first things first, it must be pointed out that the conversion of 
claims and liabilities became only possible, to some considerable extent, by 
agreements between parties or by lawsuits given the manifold uncertainties exist- 
ing both about the critical date and the very extent of underlying purchase 
contracts. 

Divergences of opinion are mainly due to the fact that during the RM-era STEG 
could not realize the trust property goods on its own free will but had to comply 
with the allocation of goods on the part of Economic Offices at Laender level in 
favor of the consumer of last resort and into trading channels. 


2. The conversion account 

34. The condensation of credit and debit balances of customer accounts a. s. 0. 
‘ with different conversion ratios for one and the same party, which was carried 
through in the course of the adjustment of accounts, is calling for the fact that 
the tying in of the values shown on the closing balance sheet in Reichsmark into 
those of the transition balance sheet in Deutsche Mark, does not clearly appear. 
In this connection we wish to draw the reader’s attention to the rather intricate 
clerical connection existing, which has been depicted in our partial reports, On 
the lines following we are therefore confining our comments to explaining that 
the tying in of assets and liabilities from the RM closing balance sheet into the 
DM opening balance sheet has been segregated by groups of conversion relations 
and balance sheet groups. 































4 


as 


w er 


EER a SNARE 


Be Se as ng aaa en a re Pee 


1A oe PWIA 











FEDERAL 


SUPPLY 


MANAGEMENT 


35. By conversion relations the picture is as follows: 
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— ; i Results of con- 
Conversion ratio | Percent Reichsmarks Deutschemarks version RM/DM 
ASSETS | 
as SORES Sri. STE eee eee eee 0,2 937. 440, 35 | 980. 665, 72 +43. 225, 37 
10:1... now ccencecncencccccescennccccces 5,8 24. 902. 335, 75 2. 481. 129, 81 —22. 421. 205, 94 
TOY aig RIES CAS a 0,5 1. 952. 622, 96 126. 930, 48 —1, 825. 692, 48 
According to agreements--.-......-....-- | hie gaan menos 44. 714, 76 6. 310, 36 —38. 404, 40 
pS eR EG SS eee 93, 5 402. 664. 550,11 |......--- fee ete 402. 664. 550, 11 
Tish anita ainn es esadon 100, 0 430. 501. 663, 93 3. 595. 036, 37 426. 906. 627, 56 
Claims on the release of bank deposits 
in RM in favor of third parties (See 
EEE Gs vad ot kadar acud~nnnstecleiceenesie | aeksaeeraatotaleee 2. 016. 526, 95 +2. 016. 526, 95 
430. 501. 663, 93 5. 611. 563, 32 424. 890. 100, 61 
TORS ON DON VMI so onion nnn sooo] n nnn annem |nn sn nnenn-ncennene 8. 959. 329, 30 | 
RE PE Eas, Merce ERS ee ae 
LIARILITIES | 
pf, ee aoa epee sola aly apes ee eae ee 2,4 10. 590. 139, 94 10. 633. 365, 31 43. 225, 37 
Lf A 3,9 16. 810. 877, 48 1. 671. 532, 27 +15. 139. 345, 21 
NOSE cha sade edge kpawdee cdeceocs aa 7,6 32. 671. 766, 83 | 2. 123. 675, 36 +30. 548. 091, 47 
According to agreements. ............-- 0,1 466. 744, 52 | 142. 319, 68 +324. 424, 84 
Weird dcnnsentetonanetonnsssan 86, 0 NS Eee nanan +369. 962. 135, 16 
100, 0 430. 501. 663,93 | 14. 570. 892, 62 +415. 930. 771, 31 
ee nee eee ne Eee RE ie Moxie Slat, Geel pein tied Meche ps Ne iin ik Ake Pa 8. 959. 329, 30 
Pech va aget suunecnauged tows cietcss nuatondanel cutee EE ES alg a thet a oe 424. 890. 100, 61 
Trust property still awaiting realization 
as well as counterpart on the liabil- 
ities side_.._.- peewee toe aed wae dous stances daalad 124. 356. 557, 56 TG BUG B07 OO Wess osicascccs suns 
Claims arising out of sales effected prior 
to the foundation of STEG and out- 
side STEG (so-called old proceeds) 
and counterparts on the liabilities 
side: 
Pee eta se er euodees Sadlusteabenleneucswuss 245. 208, 00 Se Se Aa eee 
0 SET ee ae ae SAP ene 8. 984. 649, 90 808. 464, 93 8. 086. 184, 97 
8 EE eee (Ne tenge eee 217. 312, 41 | 14. 125, 30 203. 187, 11 
According to agreements. -.-........|---------- 3. 733. 576, 58 148. 585, 73 3. 584. 990, 85 
eh oR RYO Ge MEI Tei Ra | 50. 975. 480, 20 | 1,00 50. 975. 479, 20 
TE i crctiiesincrseninhusnapnidbenpanwnd | 64.156.227,09 | 1. 306. 384,96 | +62. 849. 842, 13 











36. On grounds of greater clearness of the figures no account has been taken 
in the summary shown overleaf of provisions set aside against the various 
Furthermore, valuation reserves against 


items as well as of business amounts. 
items of the current assets have not been subjected to clearings. 
nection the sums shown in the summary do not differ, although the results of 
conversion are not the same as shown hereunder. 


In this con- 
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37. Segregated by groups of the balance sheet the transition (tying-in) ac- 
counts show the following picture: 






































: Result of conver- 
Reichsmarks Deutschemarks sion RM/DM 
ASSETS 

| RRS Dee aera OT srl re 34. 025, 00 3. 085, 00 —30. 940, 00 
PN otic ok <dagetilincumscbninmoineiie ducewmad 384. 958, 26 ,  h  & bee eee 
ae ot 25. 937. 141, 51 2. 916. 845, 25 — 23. 020. 296, 26 

Liquid assets. including prepayments on surplus 
SIE Wr IN 5 nia arumeancetinkticanhamsaee 404. 145. 539, 16 654. 878,98 | 403. 490. 660, 18 
i ee en ee ee Pe RE Se Aor 430. 501. 663, 93 3. 959. 767,49 | —426. 541. 896, 44 

Claims for release of bank ——— in RM in favor 
ee RS: err? a a eee 2. 016. 526, 95 +2. 016. 526, 95 
430. 501. 663, 93 5.976. 294,44 | —424. 525. 369, 49 
Ri ON TE I ines actinides Dktieranskdeccealdecuainewuedameate 6,000. 500,90 books ieaeci.--.- 
SRG POR ew alts 36, BOG. Gi OO hasten ccesssn.--- 

LIARILITIES 

BR UND face wtrcrntntine sce sawn ektncie.< 20. 000, 00 , i 8 ee tl as 8 
i TR SE aE IRL EPS at EL 26. 841. 304, 17 4. 884. 179, 70 +21. 957. 124, 47 
Valuation reserves to items of current assets_..._-- eT A a aa +1. 504. 067, 69 
NE oa ice sicea cthnttehngaccdinckbn a tink 8. 454. 635, 15 6. 208. 201, 32 +2. 246. 433, 83 
Ce I 2 or acide, nsthas nate aiakencedein arr 16. 711. 392, 86 3. 823. 242, 72 +12. 888. 150, 14 
Surplus liable to remittance...................---- SIG CORE WO Nodncncscccsentasn- +376. 970, 264, 06 
ERS EA a ee Os NE roe 430. 501. 663, 93 14. 935. 623,74 | +415. 566. 040, 19 
ee ee ere OREN EN REE ee ESR ek RSME EY —8. 959. 329, 30 
ste dad each iv oll ph andiaasall drat eo anada sian tie 424. 525. 369, 49 

Trust property (goods) as yet unrealized and their 
counterparts on the liabilities side_.............- 124. 356. 557, 56 ts OE Bekchitrrind tune cus 

Claims arising out of sales prior to foundation of 

STEG and outside of STEG (so-called old pro- 
ceeds) and counterpart on the liabilities side. --- 64. 156. 227, 09 1. 306. 384, 96 +62. 849, 842, 13 














38. As regards conversion of the various items on the assets and liabilities 
sides of the balance sheet we beg to point out the following: 

The shares in Fishing Vessels Trust Company, Bremerhaven, shown under the 
caption “participation” are appearing with a preliminary value of DM 3.060,_-, 
because this corporation proposes to refix its capital in the ratio of 10: 0,9, i. e. 
converting it from RM 100.000,__ to DM 9.000,_-. 

The loan granted to Fishing Vessels Trust Company in the amount of some 
RM 11,8 million, has been converted in the ratio of 10:1,0 as well as long term 
claims, amounting to RM 300.000,__ against which an existing valuation reserve 
of RM 180.000,__, which was converted in the same ratio 10:1 has been cleared 
on the transition balance sheet ; the same ratio was also applied to the conversion 
of prepayments made amounting to some RM 108.900,__. 

39. Of claims on account of the delivery of goods and services an amount of 
some RM 322.600,.. has been converted in the ratio of 1:1. Out of this total 
some RM 166.000, relate to items which have been cleared subsequent to the 
currency reform by the return of goods. Another RM 101.000,_- relate to the 
exports of steel scrap, equivalents of which in foreign currency came only to 
hand after the currency reform and were fully transferred in DM. Some RM 
16.800,__ originate in trade sales dating from June 19, 1948, remaining claims, 
i. e. some RM 48.800,__ were converted according to mutual agreements between 
parties in the ratio of 1:1. 

40. The main portion of trade claims (some 96.5%) has been converted in the 
ratio 10:1. 

A claim of some RM 12.500,_. against a Chamber of Commerce, whose funds 
in old currency have been wiped out, has been cancelled. 

41. Funds available in coins at the critical date of the currency reform 
(some RM 900,__) as well as funds kept with Postal Checking Account Berlin 
(some RM 61.700,__) have been converted to one tenth of its nominal value 
according to existing legal regulations, i. e. some DM 6.200,_-. 
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On the other hand STEG had succeeded to convert banking deposits owing 
to third parties, in the amount of some RM,1.9 million arising out of the 
realization of dispersal goods, in the ratio of 10 : 0, 65, i. e. some DM 127.100,__ 
even prior to the promulgation of the ordinance on funds deposited by third 
parties. All other banking funds amounting to some RM 402 million were 
wiped out, as already mentioned above. 

42. A separate item of the conversion account is being represented by the 
so-called business amounts placed at the disposal of STEG in the course of the 
currency reform, in the amount of DM 521.470,__. Of the latter an amount 
of DM 473.480,._. was paid out to STEG in the course of the 2d half of 
1948. The equivalent of these business amounts was at first added to pro- 
visions for contingencies appearing in the opening balance sheet in DM; it is 
planned to transfer the remainder of this item, after cancellation of an amount 
of DM 47.990,__ which was never paid, to surplus realized on programs. 

43. Out of the other claims, some RM 57.800,_. have been taken over into 
the opening balance sheet in DM at their full nominal value in RM. They 
are concerned, besides with lesser claims for damages, with prepayments on 
wages and salaries which fell due subsequent to June 20, 1948. Amounts 
converted in the ratio of 10 : 1 to the extent of RM 3.355,000,__ are con- 
cerned for some RM 2,9 million with claims arising out of tobacco excises. 
The claim of RM 3.034,.__ which was converted in the ratio of 10: 0,65 is based 
on guarantees and overpayments. 

44. Out of total claims, which were wiped out according to standing regula- 
tions, in the amount of RM 524.800,__, a partial sum of RM 500.000,__ relates 
to funds aavilable on blocked account, which had been opened by a Bavarian 
Official Body inadvertently in favour of U. S. Military Goverfiment. Because 
this amount related to proceeds realized on the sale of dispersal goods, STEG by 
its taking over the whole dispersal goods program possessed a right of pre- 
emption. However, conversion claims in the ratio of 10:0,65 which would in 
principle have been feasible by virtue of § 1 of the ordinance on deposited funds, 
were turned down by U. S. Military Government because STEG could not indi- 
cate the very owners who, although authorized to indemnification, were still 
unknown to it. 

Instead STEG did assert claims for release of banking deposits in RM in favour 
of third parties in adequate amounts, all of which have been capitalized on the 
balance sheet. 

The remainder of the amount, i. e. RM 24.835,._, represents payments ac- 
cepted by mistake by local authorities in favour of STEG. Because funds in old 
currency held by these official bodies became void, according to the terms of the 
currency reform, claims of STEG under this heading were also wiped out. 

45. Prepaid expenses which have been taken over into the DM accounts in the 
conversion ratio 1:1 (i. @ some RM 162.000,._) relate almost exclusively 
to motor car taxes matured and prepaid for prior to June 20, 1948. The re- 
spective transitional item amounting to some RM 115.000,._. which has been 
carried over after the conversion in the ratio 10:1, as well as the amount of 
some RM 11.000, carried over as per agreement, are mainly relating to pre- 
paid insurance premiums. 

46. Out of total claims arising out of the sales prior to the foundation of 
STEG and outside of STEG (the so-called “old proceeds’’) as well as the counter- 
part in the shape of trust liabilities of even amount, i. e. some RM 64,1 million, 
nearly RM 51 million had been paid in at local bodies at the time of the cur- 
rency reform. Because relative funds deposited in old currency have become 
void undet the terms of the currency reform, all claims of STEG in this respect 
have been wiped out, too. In fact, these official bodies belong to the group III 
of MG law No. 63. 

47. Out of claims converted in the ratio of 10:1 amounting to some RM 9 
million, some RM 8 million relate to private debtors. The remaining claims 
existing against Public Bodies amounting to some RM 6 million, have been‘con- 
verted. In fact, the Ministry of Economics of the Federal Republic of Western 
Germany is urging the collection of these funds (some RM 5,1 million), while, 
on the other hand, it is likely that STEG did consider it necessary doing so with 
a view to probably existing dollar charges (some RM 0.9 million). 

48. An amount deposited by a private debtor amounting to some RM 
217.300,_... has been converted in the ratio 10:0.65. Claims against Official 
Offices of the Berlln Municipality in the amount of some RM. 3,7 million have 
been transferred by mutual accord to the DM accounts with RM/DM West 
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Finally a claim of about RM 245.000,___._ worth of goods given in consignation 
has been taken over into the DM opening balance sheet with its nominal value 
in RM. 

49. Of provisions for contingencies in respect of damages and eventual claims 
on refund an amount of RM 945.000,_.___, which arose in connection with lia- 
bilities for the recovery of the original condition, has been taken up in the opening 
accounts in Deutsche Mark after conversion in the ratio 1:1. This amount 
deals to the extent of RM 864.000,._.__ with provisions for blasting damages to 
forests and buildings. A further RM 81.000,-_.__ are destined to cover risks 
arising out of ordinary trade transactions (claims out of underdeliveries, rights 
to property put forth belatedly, restitutions and the like). 

Claims for damages arising out of overpayments in the amount of RM 
26.000,____ have been converted in the ratio 10:1 while the final decision lies 
with the courts. 

The provisions set aside for covering eventual claims for refunds amounting 
to some RM 21 million, which were converted in the ratio 10: 0,65 are destined 
to cover eventual claims for the restitution of the proceeds realized by the 
sale of privately owned goods as well as of property of the former Reich and the 
national socialist party, which are remarked for being covered in the main from 
proceeds of so-called old sales of CEM which have been collected by STEG (see 
text 167 of our report on the examination of the RM accounts F 171 dated 
November 1, 1949). 

50. Provisions for other contingencies of some RM 1.738.000,__.__ which have 
been taken over into the DM accounts, relate to liabilities which became only 
known subsequent to the critical date of the currency reform, or to those which 
matured within the DM-era, although they concern economic transactions 
which have arisen in the RM-era. Under this caption must be classified 
amongst other items reversions to accrued lay-off allowances, proportional 
chirstmas boni 1948, legal, litigation, testing, auditing and advisory fees, ete. 

Amounts converted in the ratio of 10:1, to the extent of some RM 3.089.000,__, 
are based on indebtedness whose exact amount could not be figured up to date 
of the currency reform. The various items being chiefly concerned with liabili- 
ties on account of lease contracts and taxes (sales tax, motor-vehicle taxes, and 
tax on aggregate wages). 

51. Valuation reserves applied in reduction of various items of the group 
current assets were outstanding in the RM-closing balance sheet in the amount of 
some 1,3 million on account of trade claims, while RM 180.000,_. were concerned 
with long-term claims and RM 19.800,__ with other claims. All valuation re- 
serves have been converted in the same ratio as their counterparts of doubtful 
claims, i.e. 10:1 which have been cleared against the respective claims in the 
opening accounts in DM. 

52. Prepayments collected amounting to some RM 5.940.000,_.—70% of about 
RM 8.455.000,._ have, for their major portion, been converted in the ratio 1:1. 
These deposits have been effected in respect of purchase contracts concluded 
prior to June 20, 1948, but performed subsequent to that date. While conver- 
sions with Branch Offices Bremen, Hesse and Wuerttemberg-Baden, effected in 
the ratio 1:1, amounted only to some RM 267.400,._ and while the Main Office 
was compelled to fully taking over into the DM opening balance sheet a pre- 
payment of about RM 1,1 million in connection with a purchase agreement for 
a telephone network concluded prior to June 20, 1948, prepayments deposited 
with Branch Office Bavaria in the amount of some RM 5,2 million, deposits to 
the extent of RM 4,5 million i.e. nearly 87%, have been converted in the ratio 1:1. 

53. The rather high rate of conversions in the ratio 1:1 with Branch Office 
Bavaria are being explained in the main by the heavy allocations of STEG sur- 
plus goods on the part of various Bavarian Economic Offices by virtue of releases 
and accompanying applications for payment which came to hand shortly before 
currency reform, as well as by numerous payings-in on the part of holders of 
dispersal goods either voluntarily or upon summons. 

Inasmuch as in most cases the exact date of the conclusion of the pur- 
chase contracts cannot be univocally ascertained—there exist no written docu- 
ments—while, on the other hand, the date of delivery too is in most cases rather 
dubious. Branch Office Bavaria did proceed in such a way as to presume the 
dates of the release and/or delivery dates as the very date of the purchase 
agreements. However, whether Branch Office Bavaria more or less hit the cor- 
rect date when handling in the above-mentioned manner, cannot be ascertained 
with certainty. For the time being, the internal audit and checking department 
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of STEG is actually engaged in the verification of these transactions, especially 
of those relating to the sale of scrap. 

54. On the other hand, it is rather difficult to ascertain with any degree of 
certainty whether underlying payments have been effected upon request or on 
the purchasers’ own free will, facts which are of primary importance for judg- 
ing of the legal status of prepayments. When accounting for the so-called dis- 
persal goods, Branch Office Bavaria took the position to accept merely those pre- 
payments which had been effected in RM, upon the express request up to the 
amount billed in DM, in the ratio 1:1, it being understood that, as a rule, pay- 
ments effected up to April 20, 1948, on invoices sent out during the DM era were 
considered as having been made upon request and were accordingly converted 
in the ration 1:1. Insofar as unrequested prepayments in RM, could possibly be 
accepted as down payments on DM transactions of later date, conversion took 
place in the ratio 10:1, which, in our opinion, must be considered as over- 
stated. Merely those prepayments which could not be squared against the 
delivery of goods in the DM era, have been dealt with as funds of third parties. 
They were accordingly converted in the ratio 10: 0.65 with simultaneous capital- 
ization of claims upon the release of banking deposits in RM. 

55. Out of a total of some RM 2.179.000, converted in the ratio of 10:la 
partial amount of some RM 1,3 million, is being cleared against claims on ac- 
count of the delivery of goods converted in the same ratio 10:1; the remain- 
ing amount of about RM 0,9 million is concerned in the main with unrequested 
prepayments which were squared against DM-transactions concluded with 
Branch Office Bavaria. 

Prepayments received without clearing possibility have been treated as funds 
of third parties all of which were subjected to a conversion in the ratio 10: 0,65 
(about RM 335.000,__ including those customers’ deposits which remained 
unsquared with Branch Office Bavaria). 

56. Liabilities on account of the delivery of goods and services were converted 
for their major portion (i. e., some RM 2.109.000,.. out of a total of about 
RM 2.461.000,__) in the ratio of 10:1. 

The liabilities converted in the ratio 1:1 in the amount of some RM 331.000,__ 
were governed by the special regulations of § 18 sect. 1 figure 1 of the conversion 
law. Liabilities amounting to about RM 21.100,.. were converted in the ratio 
10: 0,65 as mutually agreed upon. 

57. Liabilities against a banking institution in the amount of RM 1.582,89 re- 
sulting from a short-term overdraft, were carried over to new account with 
DM 158,29. 

58. Out of a total amount of RM 4.618.000,__ of deposits of third parties some 
RM 4.092.000,_. were converted in the ratio 10: 0,65. 

Creditors of the amounts converted as per mutual agreements on the extent 
of RM 455.000,_. (= DM 1388.000,__) enjoyed a better treatment than creditors 
granted the legal conversion ratio of 10: 0,65, because STEG had neglected to 
fulfill its sales contracts in a due and orderly manner. ‘The conversion differ- 
eltial resulting from this neglect amounts to RM/DM 108.200,__. 

The owners of accounts kept in respect of funds belonging to third parties 
(some RM 21.000,__) were mainly Public Bodies, whose deposits in old currency 
were wiped out under the terms of the currency reform. 

59. Other liabilities too were mainly converted in the ratio 10:1 (i. e., 
RM 7.609.000,._ out of a total of RM 8.391.000,._). Included therein was an 
amount of RM 5,6 million in respect of owed tobacco excise, 

Indebtedness converted in the ratio-of 1:1 in the amount of RM 680.000,__ 
referred mainly to wages and salaries matured subsequent to the currency 
reform. 

Items converted in the ratio of 10:0,65 of some RM 94.000, had, in the 
main, the character of funds belonging to third parties; another portion relates 
to small balances of accounts whose squaring was not objected to by the creditors 
in question. 

A liability amounting to RM 9.000,._. which had appeared twice in the RM 
accounts, was eancelled. 

60. Out of accrued liabilities some RM 935.000,__ relate mainly to salaries and 

yages due for the month of June 1%8, which were to be met fully in DM. 
Amounts to the extent of some RM 292.000,_. which were converted in the ratio 
10:1 were based on a large variety of cases all of which dated from before the 
currency reform. On account of agreements by mutual consent some RM 
11.000,__ were converted into some DM 4.500,__. 
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61. Taking into consideration that the proceeds in old currency which resulted 
from the realization of the trust property and were held by STEG were wiped 
out under the terms of the currency reform, the surplus liable to remittance 
eg within the RM-era was tied into the DM opening balance sheet as 

ollows: 
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62. Surplus resulting from regional programs amounted to some RM 4,8 million 
net which were collected on the part of STEG in respect of so-called dispersal 
goods realized during the RM era. They have been administered as funds belong- 
ing to third parties of unknown identity and were therefore converted in the 
ratio of 10: 0,65. 

On formal grounds the surplus resulting from the affairs of the Property 
Control were dealt with in the conversion accounts as funds belonging to third 
parties. In the amount of their counterpart in DM, claims for release have been 
capitalized in the opening balance sheet in DM. Insofar as these amounts will 
not be released by Bavarian Supreme Accounting Office, which appears probable 
under actual conditions, these items will be cleared in the later annual accounts 
against corresponding liabilities. 

All these converted amounts have been orderly shown in the opening balance 
sheet in Deutsche Mark under the caption of liabilities on account of the admin- 
istration of funds of third parties. 


8. The revaluation 
63. Revaluation brought about the following changes: 
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64. As regards valuation of the various individual items on the balance sheet, 
the following comments are being offered: 

Fized assets are carried in the opening balance sheet in Deutsche Mark like- 
wise with their nominal values, inasmuch as any revaluation would not have 
answered the purpose given the method of accounting which is prescribed for 
STEG. In fact, any valuations at a higher level would have required total writ- 
ings off on the first balance sheet, in order to compensate for any book profits 
which would have resulted from the revaluation, because no proceeds at all 
did arise. 

65. Raw materials, supplies, and processing goods as well as trade goods 
(additional materials) were shown on the opening balance sheet in DM with 
unchanged values, because valuation practised on the RM closing balance sheet 
is in consonance with the regulation of the opening balance sheet in DM. 

66. The amount offset from claims on account of the delivery of goods and 
services (i. e., some DM 22.900,__) concerns almost exclusively claims against 
the municipality of Berlin, which owing to the splitting of that city are prob- 
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ably uncollectible. On the other hand, however, valuation reserves in the 
amount of DM 11.600,__ which had originally been set aside in respect of other 
claims on account of the delivery of goods have been released. 

Other claims have been reduced by some DM 44.000,_. on account of to- 
bacco excises charged to customers which have been cancelled by an Official 
remission of these taxes on the part of the Higher Finance President of Bremen. 

67. Taking into consideration the sales experiences during the DM era, the 
valuation of the trust property goods was equalized accordingly by a lump-sum 
correction of the values carried in the stores bookkeeping to sales proceeds 
realized in the meantime and likely to be realized. The amount of RM 124 
million enables to give an approximate idea about the size of the proceeds to be 
expected from the eventual realization of those trust goods not yet sold at the 
date of June 21, 1948. 

68. From provisions recently set aside on the DM opening balance sheet, the 
two chief items were represented by an allocation for covering claims for dam- 
ages put forth by Kali Chemie Heilbronn (DM 375.000,-_) and for auditing 
and advising fees (DM 100.000,__). 

69. Profits resulting from revaluation in the amount of DM 326.100,__ 
earried in the caption “other liabilities” relate to the waiver by fiscal and cus- 
toms offices of collected tobacco and lighting matter excises which got lost in 
connection with the cancellation of STEG’s funds in old currency under the 
currency reform, amounting to some DM 309.600,_. and some DM 16.500,__ 
respectively. Remaining profits resulting from revaluation (i. e., some DM 
4.900,..) are mainly due to liabilities in respect of the obligations for the 
reimbursement of funds belonging to third parties and of repayments effected. 

70. The valuations applied to all other items on the assets and liabilities side 
are not calling for special comments. They are carried in the opening balance 
sheet in DM with amounts which are in consonance with the principles of an 
orderly accounting. 

Claims which have been of doubtful character either from a point of view 
of its financial soundness or its very existence have been amply covered by valu- 
ation reserves. Such valuation reserves against outstanding claims carried on 
the opening balance sheet in DM amount to some DM 130.400, in respect 
of claims arising out of trade transactions, while those set aside against long- 
term claims amount to DM 18.000,._ and those against other claims to DM 
1.980,__. Contingent liabilities and risks are covered by prudently measured 
provisions. Liabilities have been ascertained with adequate care. 


4. Composition of the individual items of the opening balance sheet in DM 


The individual items of the opening balance sheet appearing on schedules I 
and II—the latter shows the break-down by programs—are being commented 
upon as follows: 


ASSETS 


71. Acquisition respectively estimated values of fived assets carried with 
nominal values (DM 25,__) on the DM opening balance sheet amount grosso 
modo to RM/DM 3,8 mill. Out of this total amount, some DM 1,78 million 
relate to tools, factory equipment and furniture and fixtures and DM 1,59 
million to vehicles, the remainder concerning sheds, machinery and equipment 
as well as livestock. Fixed assets are being determined by card-index system 
kept in an orderly manner. Inventory sheets drawn up at the occasion of the 
currency reform have been adjusted within the course of additional corrections 
in RM. Still existing small differences between the inventory sheet and book- 
keeping records are scheduled for adjustment as of December 31, 1949. 

72. The participation in Fishing Vessels Trust Company GmbH, Bremerhaven, 
relates to a nominell value of RM 34.000,._ stock, being 34% of the total 
capitalization. 

73. Inventories of supplies and other materials (some DM 325.300,__) com- 
prise in the main fuel and combustibles, as well as material destined to be 
used in the technical programs. Trade goods of some DM 59.600,._ relate in 
the main to those items which have been bought back from wholesale dealers 
and repair shops. 

74, The economic counterpart of the loan granted to Fishing Vessels Trust 
Company GmbH, Bremerhaven, which has been converted in the ratio 10:1 
(DM 1.179.948,97) is being formed by investments in fishing vessels undertaken 
by the above-mentioned company; during the period of the then impending cur- 
rency reform the actual value was in excess of the balance sheet value. Whether 
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this fact will bring about a later improvement of the conversion ratio, can as 
yet not be judged. In our report on the examination of the annual accounts of 
STEG as of December 31, 1948, we shall deal with the risks inherent in the 
continued lending during the DM-era more fully. 

75. Long-term liabilities (DM 12.000,-_) are concerned with advanced costs 
to Wintershall AG, Kassel, in connection with the rehabilitation of the mine 
Herfa, where ammunition and explosives, had been stored. 

76. Payments made (some DM10.900,_) relate mainly to prepaid rentals 
on behalf of the lease of worke Aschau and Allendorf to Montanindustrie 
GmbH for the purposes of the delaboration of ammunition. 

77. Inasmuch as the ascertainments made on behalf of the 2nd half of 1948 
and also partially on behalf of the RM-era on the movements which have taken 
place in trust goods prove to a certain extent that sales occurring during the 
RM-era are nearly completely covered, while on the other hand a far-reaching 
adjustment of the customers ledger accounts has been carried through, there is 
every chance that the claims on account of trade transactions (DM 1.134.399,50) 
earried on the opening balance sheet in DM represent a complete and accurate 
showing at the date of the currency reform. Outstanding amounts have been 
paid for or have been squared for their major portion in the meantime. 

7s. Liquid assets shown on the DM opening balance sheet relate to coins and 
the like at the critical date of the balance sheet, as well as to funds kept on 
deposit with Postal checking account Berlin of together DM 6.259,35, the re- 
mainder being constituted by banking deposits arising out of funds belonging 
to third parties (DM 127.149,63) as well as so-called business amounts (DM 
521.470,__) allowed to STEG in connection with the currency reform. 

79. Other claims including prepaid expenses totalling DM 524.275,94 all of 
which have been paid for or have been squared in the meantime comprise as their 
most essential item a claim in respect of tobacco excises (some DM 248.900,__) 
originating in the sale of cigarettes. The remainder refers mainly to prepaid 
motor vehicles taxes, wages and insurance premiums. 

80. The item claims on releases of RM funds deposited in banks in favour of 
third parties (DM 2.016.526,95) to which STEG is entitled in accordance with 
standing regulations of the currency reform legislation, is scheduled to satisfy 
eventual claims on the refund of proceeds of private goods, erroneously sold as 
CEM (some DM 1,37 million) as per text 49 covered by ample provisions) as 
well as other liabilities on account of the deposits of funds belonging to third 
parties (some DM 648.700,__; see text 58). 

Since it may be assumed that eventual liabilities arising under this heading 
will not arise to the full extent of the capitalized amount, STEG did provisionally 
estimate at some DM 1,3 million claims on the release of funds for which an 
application has been made to the Supreme Accounting Office of Bavaria. The 
winding up of the various individual claims to the debit of this fund created, 
which were notified in the meantime, did just start at this moment. 

S81. The guarantee that the trust property still awaiting realization and its 
proper classification under the various programs which were still dubious at the 
date of the inventory taking as of June 20, 1948, has in the main been given on 
account of the ascertainments of the movements of goods within the RM-era 
which were under way ever since, as well as by the ascertainment of existing 
inventories arrived at by re-counting to June 20, 1948, which were grosso modo 
accurate and reliable measured against the statements of utilization and exist- 
ence drawn up on behalf of the movements during the 2nd half of 1948. 

82. Claims out of sales prior to the foundation of STEG and outside of STEG 
(so-called “old proceeds”) DM 1,293,701.2 exist in the amount of DM 595,400_- 
against Bavarian State Offices. Notwithstanding the fact that the old currency 
funds of these official bodies are wiped out, the claims in question have been ear- 
ried forward as of June 21, 1948, because the Ministry of Economies of the Fed- 
eral Republic insists on the payment of these proceeds. Further claims of rather 
great importance exist against the Bavarian Truck Company (some DM 
380.800,...) a8 well as against the Municipality of the City of Berlin (some DM 
148.600,__). These amounts have partially been paid for in the meantime or 
will be partially squared against own claims at some later date. 


Liabilities 


83, Out of provisions amounting to DM 5.392.864.04 some DM 2,35 million relate 
to liabilities on account of claims for damages and eventual obligations of refund, 
while some DM 3,04 million are concerned with contingencies. 


‘ 















8c oe Se higdh pe 































































































































FEDERAL SUPPLY MANAGEMENT 1083 


To the extent of some DM 1,87 million the provision is destined to cover 
eventual liabilities for refund resulting from the erroneous sale of privately 
owned goods. However, it is still impracticable to estimate the actual amount of 
these obligations. From experiences gained until now it appears that probable 
claims for refund against STEG will not be up to the amount set aside. 

An amount of DM 116.500,__ has been set aside for covering eventual further 
obligations of refund arising out of trade transactions as well as in connection 
with sales contracts not fulfilled at all or only for one portion. The provision 
against claims for damages which was prudently figured at DM 864.000,__ origi- 
nates from blasting damages to woodlands and buildings. Up to now, however, 
STEG successfully refused any responsibility in connection with these damages. 

84. From the item provisions for contingencies the vested rights of employees 
to lay-off boni of people who left their job under the ammunition program 
unvoluntarily the item of DM 995.800, represents the major one. The counter- 
part shown for the time being under the caption of these provisions which has 
been set up against the business amounts granted to STEG under the regulations 
of the then impending currency reform (DM 521.470,__) will be wound up at a 
later date in favour of the various programs. Provisions of about DM 516.000,__ 
have been set up against legal fees, as well as against audit fees and costs of 
expert advice, while some DM 502.400,__ are destined to coved rentals and some 
DM 167.100,__ claims in respect of sales taxes. The remaining provisions of about 
DM 3839.200,__ are based on several other risks. 

85. Prepayments collected amounting to DM 6.207.052,28, which have been 
cleared for their major portion, related mainly to purchase transactions of 
Branch Office Bavaria. 

Liabilities arising out of deliveries of goods and services to the extent of 
DM 548.415,31 relate mainly to the settlement of services rendered by contractual 
firms which have been carried through in the meantime for at least their major 
portion. 

The rather insignificant debt against banks (DM 158,29) dates from a short- 
term banking overdraft. 

86. Liabilities on account of deposited outside funds in the amount of 
DM 860.763,98 result to the extent of DM 470.800,__ from the sale of dispersal 
goods. According to experience got until now, it may not be expected that it 
will be practicable to determine the authentic holders of claims hitherto unknown, 
at least to a considerable extent. 

On the other hand, some DM 182.600,__ resulting from the winding up of public 
property—belonging to the former Reich—have been carried on formal rights; 
although legally recognized, they are not liable to conversion because creditors 
in question belong to that group of persons whose funds of old currency have 
been wiped out. The remaining funds of outside parties (some DM 207.300,--_) 
have flowed to STEG under various headings. 

87. Out of other liabilities including accrued liabilities of together DM 2.089.- 
065,58, some DM 1,5 million alone relate to wages and salaries due for the month of 
June 1948 and matured after currency reform which have been segregated accord- 
ingly. Besides that some DM 248.900,__ of liabilities on account of tobacco 
excises are carried, the remainder being represented by insurance premiuus still 
due, sales taxes, social-security contributions, and the like. 

Subject to the clearing of the trust obligation against Me results of the con- 
version account and the revaluation, we are of the opinion that the trust obliga- 
tions shown on the liabilities side correspond to the capitalized but as yet 
unrealized trust property. 

Liabilities on account of claims arising out of sales prior to the foundation of 
STEG and outside of STEG form the counterpart of the respective claims 
appearing on the assets side of the balance sheet. 


IV. THE DEFINITE REDETERMINATION OF THE CAPITALIZATION 


89. The management of STEG proposes to definitely fixing anew the nominal 
capital of RM 20,000,_. in the same amount i. e. DM 20,000,_... There are no 
other own capital funds of the corporation, such as for instance surplus. 
Inasmuch as STEG does not carry on transactions on its own account but acts 
only by order and for the account of its givers of orders (mandators), assets and 
liabilities shown on the balance sheet, with the exception of the small own capital 
and its counterparts, represent only assets and liabilities out of trust operations. 
Although there is no direct tie between the nominal capital and an item on the 
assets side as counterpart of such nominal capital, it may be concluded from the 


94756—52——-70 
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very character of the transactions carried through by STEG in its capacity as 
trustee, that the direct influences of the currency reform did only affect the 
trust property, as well as the claims and obligations arising in connection with 
the carrying through of trust orders confined to it; consequently direct and in- 
direct influences of the currency reform did not at all affect in any way the 
nominal capital of STEG. It may be taken for granted that the own capital 
funds of STEG are being invested in trade goods. The proposition to definitely 
fixing the nominal capital to DM 20,000,__ is, in our opinion, in accordance with 
the peculiar conditions existing with STEG. 


Vv. COMMENTS ON THE REPORT OF THE MANAGEMENT 


90. In an explanatory report commenting on the DM opening balance sheet, the 
management of STEG did submit information as to the definite results of the 
conversion and revaluation accounts, while at the same time the segregation of 
the loss sustained of about RM/DM 9.2 million by underlying programs too has 
been shown. 

The report deals grosso modo with the valuation of the various individual 
items, while the proposition of the management as to the definite fixation of the 
new capitalization too has been outlined in detail. Mention is being made of the 
reasons why eventual obligations resulting from the equalization of charges re- 
sulting from the war and the after effects of the war have not been capitalized. 
In fact, STEG was not called upon to contribute to the payment of direct aid, 
at least for the time being. Because it does not dispose of any capital of its own 
besides its nominal capital of RM 20.000,__, but administers only trust property, 
it is, in our opinion, unlikely that it will be requested to furnish any contribution 
to this fund. 

The explanatory report contains the more essential determinations in connec- 
tion with the opening balance sheet in DM as well as with the fixation of the new 
capitalization and covers thus to an appropriate extent all facts required for 
judging of the opening balance sheet in DM. 


VI. SUMMARY OF THE MOST ESSENTIAL RESULTS OF OUR EXAMINATION 


91. The DM opening balance sheet audited by us which is being attached to 
this report as Exhibit No. I presents the fairly peculiar conditions existing with 
STEG as well as the situation of business transactions carried through by it in 
its capacity as trustee, while deficiencies and gaps which emerged at the occasion 
of the examination of the RM closing balance sheet had been offset on an ex- 
tensive scale through additional adjustments to the RM accounts. 

92. Readjustments carried through in this conenction required on the one 
side a flow of postings involving some RM 83 million wherein, of course, can- 
cellations, retransfers, consolidation of accounts and the like are comprised to 
a considerable extent, as well as other transactions not influencing the results. 
There are, however, rather substantial factual changes involving increases in 
actual proceeds in the tune of DM 5,8 million, reductions in proceeds to the 
extent of DM 0,9 million, as well as increasing expenditures of DM 1,1 million, 
and decreasing expenditures of some DM 0,6 million. These corrections did ulti- 
mately result in an increase of the surplus liable to remittance of about DM 
4,4 million. 

These improvements of results show the following breakdown: 


Approvimately RM 

















RAR RES OE ee cee Oe RE ert a ee Te ee EN ee 297. 000, 
uk) Deb e o a. PEPE AZ PRE SERA GT SRP A CONS SEMEN SSS OM? bs SE ONS We Ree Re 168, 000,__ 
Cantina) -traniiere..5 oe ee ah Br Sh ee ae 1, 233. 000,_- 
PR: Bentcceaeies ate Ree nls OREN ME AE OTE TERT Teneo 
Aggregate of all U. S. surplus programs a 1, 698. 000,_- 
Zonal programs__-----~- 7 pe 2. 511. 000,_- 
Property ‘control. oo - 1.3861. 000,_- 
_ (ELE SE es a8 mee 5. 570. 000,_- 
less regional programs lowering outcome by-_-------------------. 1. 178. 000,_- 
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93. Thanks to the corrections applied to the RM closing balance sheet a 
sufficiently save basis for drawing up the opening balance sheet in Deutsche Mark 
(briefly referred to as DMEB) has been available. This balance sheet has been 
decisively influenced by the currency reform and the impending conversion, while 
the possibilities of revaluating inherent in the laws regulating the DM opening 
balance sheet, which were of decisive influence with other economic undertakings, 
did affect only moderately conditions existing with STEG. 

The effects were rsulting in: 





Approximately RM/DM 

COGIC ce ne et ee 426. 907. 000, __ 
COON ere I A ert cocci en rena ee ae ne 415, 931. 000, _- 
10. 976. 000, __ 


Taking into account the capitalization of claims for release of 


bank deposits in RM in favour of third parties______________ 2. 017. 000, __ 





1G: Ob eer i 8 ee ee 8. 959. 000, _- 
resulted, while the revaluation of assets 

and liabilities involved losses of approxi- 

pip Lh) OARS RA Gel ES EI GER al ae tek ch ae ay ce Se RM/DM 575. 000, _- 

Ri Spee aN RR RM/DM 342. 000, —- 


representing an aggregate loss on conversion of______________ 233. 000, __ 





Leaving losses on the conversion and revaluation 
po 2 aati et eee ttle “ek Pl sel ais i pst al i ee Pe aE 9, 192. 000, __ 


94. Inasmuch as all transactions are being conducted by STEG in its capacity 
as trustee and for the account of third parties and while all assets and liabili- 
ties except the small own capital of RM 20.000,_. are resulting from trust 
operations it appears clear that the losses sustained by STG in connection 
with the currency reform and the ensuing accounting in DM fully affect its 
mandator and/or programs. 

Broken down by programs losses and profits are being segregated as 
follows: 


























Results of con- Results of Aggregate 
Program version accounts revaluations results 

Reischmark/ Reischmark/ 

United States programs: deutschmark Deutschmark deuischmark 
Re eS Ge ea Caine en ci —318. 440, 65 +17. 295, 59 —301. 145, 06 
ON girs Coangadin dumndene ene — 504. 339, 70 +16. 418, 10 — 487. 921, 60 
EO Rape pe aie esq Ne —1. 980. 334, 06 —300. 111, 47 —2. 280. 445, 53 
Aggregate United States programs---_-_-.-- —2. 803. 114, 41 — 266. 397, 78 —3. 069. 512, 19 
Ty a a ele nie —98. 554, 10 +265. 596, 79 -+-167. 042, 69 
TA ES ih ocvgienSekionccsenses 7 —6. 019. 766, 41 — 233. 313, —6. 253. 080, 37 
Regional programs “+12. 100, @ {[.......- = +12. 190, 40 
SPORE ili cts sin a a knee eanecueanas — 50. 084, 78 +1. 090, .- —48. 994 78 
—8. 959. 329, 30 | —9. 192. 354, 25 


OE RRR EE Re a, Ps —233. 024, 95 | 
| | 





Owing to the wiping out of its bank deposits in accordance with § 9 of Military 
Government Law No. 63 in their capacity as old money funds of group III or 
according to § 1 of Military Government Law No. 63, STEG suffered the total 
loss of its surplus liable to remittance which appeared on the liabilities side of 
its balance sheet. It could only cover the above-stated losses by a reduction 
of the not yet realized trust property. The latter item appears in the opening 
balanee sheet in DM in an amount which does not coincide with the caption “as 
yet unrealized trust property goods.” As a matter of fact, it must be stated 
that eventual conversion losses can only be covered by proceeds realized witbin 
the DM-era. 

Valuation of assets and liabilities in the opening balance sheet in DM is in 
concordance with the principles of an orderly accounting and with legal regula- 
tions. Eventual risks involving further losses under the various claims, have 
been duly considered by creating sufficient valuation reserves which have been 
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. 

offset from relating assets. Provisions too have been prudently created. By far 
the most important item on the side of the DM opening balance sheet, the trust 
property of approximately DM 124 million, which still awaits realization, has 
been valued on the basis of sales experiences gained during the DM-era so that 
the amount with which this item is being carried on the balance sheet zives an 
approximate idea as to the size of proceeds which may be looked forward to from 
a realization of the inventories of goods. 

In our opinion, there is no objection to the definite fixation of the new nominal 
eapital in the amount of LM 20,000,__ i. e., in the ratio 1:1, as it is proposed 
by the management. Our opinion is based upon the consideration that all trans- 
actions of STEG are being conducted by it only in its capacity as trustee and 
on behalf of third parties, so that all losses incurred by it in connection with 
conversion and revaluation, as well as profits resulting from these operations 
can only concern the trust property and liabilities arising out of the development 
of trust transactions, 

The explanatory report of the management contains the more essential de- 
terminations and comments on the DM opening balance sheet and on the re- 
capitalization. 

98. A liability certificate in writing emanating from the management confirms 
us that in their opinion all assets and liabilities which are liable to accounting and 
which originate in transactions in trust and in orders carried out by STEG are 
properly disclosed in the DM opening balance sheet. They certified furthermore 
that, in their opinion, the actual amount of eventually undisclosed property items 
and liabilities resulting from the trust property can only be of relatively insigniti- 
cant importance, so that the ultimate result on total conditions will not be influ- 
enced to a substantial degree. Weare also told that there are no other guarantees 
and contingencies which remained undisclosed on the balance sheet, save those 
which have been mentioned in the explanatory report (contingencies eventually 
arising under the equalization of charges resulting from the war and the after 
effects of the war). 

99. In consequence the DM opening balance sheet of STEG has received the 
following certificate: 

“We report to the stockholders of German Public Corporation for the Collection 
of War Surplus Material briefly referred to as “STEG” that we have examined 
the above Balance Sheet with the books of the company and have obtained all the 
informations and explanations we have required, including a copy of the explana- 
tory report of the management. We are of opinion that the opening balance 
sheet in Deutschemark as well as the propositions of the management for defin- 
itely fixing the capitalization of the corporation are in consonance with existing 
legal regulations.” 

Frankfurt /Main March 20, 1951 

DEUTSCHE REVISIONS- UND TREUHAND-AKTIENGESELLSCHAFT, 
ppa. 

WISSEL, Wirtschaftspriifer. 

Dr. PECKOLT, Wirtschaftspriifer. 


Excerpt I 


DM opening balance sheet as of June 21, 1948, showing assets and liabilities 
arising out of the transaction in trust, including own nominal capital and its 
counterparts 


{In deutschemarks] 


ASSETS 
I. Fixed assets: 

RN sc S oe ac ate cae aaae na coe ebenneses 5, 00 
eee ies On ee ee ah ee 
3. Tools, factory, and office furniture and fixtures. ...--......-- 8, 00 
Sere Sa eer ee 8, 00 
G. Rae Gera Cees oes). wa cnn ene 1,00 

-_— 25, 00 
er eC ee Cane Meta, ae Seer S Oe Ce ae ae 3. 060, 00 











Sibligse 
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ExcerPt I—Continued 


ASSETS—continued 


. Current assets: 

. Supplies 

Purchased trade goods (additional material) 
Claims against Fishing Vessels Trust Co 
Long-term claims 

Prepayments effected 

Claims on account of deliveries of goods and services 
. Cash in hand and at apc checking accounts 
. Other banking depos 

Deposits in cake bal nna Be to third parties 
Business amounts 

. Other claims 


Picks ene habe 


a 


———————-_ 3. 724. 632, 78 
III. Claims for the release of RM banking deposits in favor of third parties : 2. 016. 526, 95 
IV. Prepaid expenses 176. 720, 50 
V. Trust property goods still awaiting realization: 
1. United States surplus programs: 
(a) SIM 21. 824. 624, 21 
(>) Bulk deal 42. 577. 444, 51 
(c) United States casual transfers 19. 255. 754, 33 
—————— 83. 657. 823, 05 
2. Y A7 program é 4. 004. 823, 44 
3. Zonal program: 
(a) Captured enemy material (CEM) 19. 744. -, S 
(6) Aluminum 
(c) Taking to pieces of engines 
(d) Taking to pieces of signal and optical ma- 


(e) Scrap and removal of scrap programs 
(f) Demilitarization material 
(g) Restricted material 
(h) Restitutional material 
36. 389. 632, 38 
4. Regional programs 165. 951, 79 
5. Property control d 
124. 356. 557, 56 
JI. Claims arising out of sales prior to the foundation of STEG and outside 
STEG (so-called old proceeds): 
1. Captured enemy material (CEM) 310. 678, 23 
2. United States surplus casual transfers j 
me 1. 293. 701, 26 


131. 571. 224, 05 


LIABILITIES 
. Nominal capital 
. Provisions for contingencies: 
1. For claims for damages and eventual obligations for refunds...... 2.350. 846, 
2. For other contingencies 3. 142. 017, 
——__———_ 5.392. 864, 04 
. Liabilities: 
1. On account of prepayments received = 6. 207. 052, 
2. On account of the delivery of goods and services 543. 415, ¢ 
3. Against banks --_- 158, : 
4. Resulting from the ‘administration of funds “belonging ‘to third 
parties 
5. Other liabilities 1. 120. 197, 


’. Accrued liabilities 
. Trust obligations arising out of trust property still awaiting re¢ alization 
(including results arising out of the conversion accounts and revalua- 
tion): 
1. United States surplus programs 
2,YA7 program TEAS OB ee ise Sih rtp wie ch de sees a icancsaha aha A ite Sc eich 


4. Regional programs 
5. Property control 2 
115. 164. 203, 31 
. ot on account of claims arising out of sales prior to the foundation 
TEG and outside STEG (so-called old proceeds) : 
“ Captured enemy material (CEM) 
2. United States surplus program, casual transfers + eae 
. =e , 


131. 571. 224,05 
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FEDERAL SUPPLY 


EXCERPT 


III 


MANAGEMENT 


RM Closing Balance Sheet as of June 20, 1948, DM Transition Balance Sheet 
as of June 21, 1948, and DM Opening Balance Sheet as of June 21, 1948 


AS SETS 





RM closing 
BSH as of 
June 20, 1948, 
without read- 


RM closing 
BSH as of 
June 20, 1948, 
including read- 


DM transition 
BSH as of 
June 2], 1948 


DM opening 
BSH as of 
June 21, 1948 











justment justment 
I. Fixed assets: 
1, Office building ---.-...-.--- as Ba. ae Rix 
2. Plant and equipment--_-- ee ea Tyas a 
3. Tools, factory and office 
furniture and fixtures. -- a. 2 Siz Bins 
4. Vehicles Mee Se 8, 8, 8, a. 
5. Live animals (watch 
SE. RUS eye VENER: Re AS Rowe 
6. Participation__.........-- 34. 000, -- 34. 000, _- 3. 060, _- 3. 060, 
Il, Current assets: 
Raw materials and sup- 
Ea Fe 285. 722, 51 325. 320, 62 325. 320, 62 325.320, 62 
2. Purchased trade goods 
(additional materials). - 61. 556, 05 59. 637, 64 59. 637, 64 59. 637, 64 
3. Claims against Fishing 
Vessels Trust Co__-..-.-| 11. 799. 489,88 | 11.799. 489, 88 1.179. 948, 97 1.179. 948, 97 
4. Long-term claims : : ; ; 300. 000, 12. 000, 12. 000, 
5. Prepayments effected 120. 916, 32 108. 916, 32 10. 891, 63 10. 891, 63 
6. Claims on account of 
deliveries of goods and 
services ee al 7. 217. 976, 84 9. 500. 453, 19 1. 145. 697, 57 1. 134. 399, 50 
7. Cash in hand and at 
postal checking  ac- 
counts ca leek — 76. 449. 022, 11 76. 449. 272, 11 6. 259, 35 6. 259, 35 
8. Other banking deposits____| 194. 623. 604, 21 | 194. 623. 604, 21 70, 98 70, 98 
6. Bank deposits arising 
out of funds belonging 
to third parties___....-- 1. 955. 056, 32 1. 955. 056, 32 127. 078, 65 127. 078, 65 
10. Business amounts---------}_-- ey, be : 521. 470, 521. 470, 
11. Other claims 4. 218. 626, _- 3. 940. 807, 18 391. 586, 58 347. 555, 44 
III. Claimsupon RM Bank Deposits 
in favor of third parties _...-.---}...-- Se ee es 2. 016. 526, 95 2. 016. 526, 95 
IV. Prepaid expenses- --- 287. 474. 94 287. 474, 94 176. 720, 50 176. 720, 50 
V. Advance payment on surplus 
liable to remittance: 
1. Bank of German Laender-}| 130.800. 715, 46 | 130.800. 715, 46 |_......-.._-.---]--.-.---_---..-- 
2. The Ministry of Finance 
Wuerttemberg-Baden 271. 891, 06 271. 891, 06 StOe Saas = 
3. State Exchequer  Heil- 
bronn____. : 45. 000, - Ae Rae fo) ener eee ee 
VI. Results from conversion accounts 
RL ERA, [oe a Bp Sener st Ree” Arye 7 8. 959. 329, 30 9. 192. 354, 25 
428. 171.075, 70 | 430. 501. 663, 93 14. 935. 623, 74 15. 113. 31 


VII. Trust property goods still await- 
ing realization needa tina 
VIII. Claims out of sales prior to the 
foundation of STEG and out- 
side of STEG (so-called ‘‘old- 
proceeds”’) 





9, 48 





128. 566. 969, 09 


50. 387. 555, 74 


| 
| 
| 


124. 356. 557, 56 


64. 156. 227, 09 


124. 356. 557, 56 


1. 306. 384, 96 


124. 356, 557, 56 


1. 293. 701, 26 








178. 954. 524, 83 | 


188. 512. 784, 65 





125. 662. 942, 52 





125. 650. 258, 82 
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RM Closing Balance Sheet as of June 20, 1948, DM Transition Balance Sheet 
as of June 21, 1948, and DM Opening Balance Sheet as of June 21, 1948—Con. 


LIABILITIES 








. Nominal capital. ______- aa 


. Provisions for contingencies: 


RM closing 
BSH as of 

| June 20, 1948, 

without read- 
justment 


20. 


1. For claims for damages | 


and eventual refunds... 
2. For other contingencies 
. Valuation reserves to items of 
current assets_............ 
. Liabilities: 
1. On 
ments received _- 


account 


2. On account of deliveries of | 


goods and services 
3. Against banking institu- 
eee eon x 
4. From the conversion of 


. 034. 


. 762. 


. 877. 


of prepay- | 


funds belonging to third | 


parties_ a 
5. Other liabilities_ 
. Accrued liabilities 
. Surplus liable to remittance: 
1. Resulting out of United 
States surplus programs 
2. Out of zonal programs.- 
3. Out of regional programs 
4. Property control__- 


7. 505. 77 


000, -- 
900, 
276, 


901, 92 


. 234, 13 


58. 002, 68 | 


212, 48 
9, 82 


5. 311. 64: 


912. 25 


| 428.171. 


. Trust obligations out of not yet | 


realized trust property goods 
. Liablities out of sales prior to 


| 128. 566. 


the foundation of STEG and | 


outside of STEG 
“old-proceeds”’) __ 


(so-called 


| 178. 954. £ 


| 


| 
| 


04 | 





430. 501. 663, 


| 


! 


RM closing 
BSH as of 
June 20, 1948, 
including read- 
justment 


20. 000, -. | 


22. 013. 505, 88 


4. 827. 798, 29 | 


1, 504. 067, 69 | 


8, 454. 635, 15 | 
2. 461. 171, 80 | 


1. 582, 89 | 


4. 618. 448, 70 | 
8.391. 411, 53 | 
1. 238. 777, 94 | 


119, 546. 618, 05 | 
250. 016. 738, 04 | 
5. 133. 800, 12 | 
2. 273. 107, 85 | 


| 124. 356. 557, 56 


64. 156. 227, 09 


188. 512. 784, 65 


93 | 


DM transition| DM opening 
BSH as of BSH as of 
June 21, 1948 June 21, 1948 


20. 000, 


20. 000, -- 


2. 315. 369, 88 | 
2. 568. 809, 82 | 


. 350. 846, 10 
3. 042. 017, 94 


6. 208. 201, : 
543. 415, 
158, 

864. 516, 22 | 


1. 446. 284, 80 
968. 868, 10 | 


860. 763. 
- 120. 197, 
968. 868, 


5. 113. 319. 


124. 356. 557, 56 24. 356. 557, 


1. 306. 384, 96 1. 293. 701, 26 


125. 662. 942, 52 125. 650. 258, 82 
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FEDERAL 


SUPPLY MANAGEMENT 


EXcerpt V 


Summary of profits and losses arising out of revaluation broken down by 


programs 
[+ Profits; 
ASSETS 


— Losses] 





I. Fixed assets: 
1. Office building _. 
2. Plant and equipment. _- 
3. Tools, factory 
furniture and fixtures 
4. Vehicles 


5. Live animals (watch dogs) 


6. Participation 
II. Current assets: 
Raw 
plies ~ 
2. Trade goods purchased 
3. Claims against ee 
Vessels Trust Co 5 
4. Long-term claims 
5. Prepayments effected 
6. 
liveries of goods 
services... 
. Cash in hand and at pos- 
tal checking accounts... 
8. Other banking deposits _- - 
9. Banking deposits arising 
out of funds belonging 
to third parties__......_- 
10. Business amounts.--_- 
11. Other claims 


III. Claims for release of RM bank de- | 


posits in favor of third parties 
IV. Accrued liabilities 


I, Trust property goods. - 


and office | 


‘aims on account of de- | 


and | 


United | 
States sur- | 
plus pro- | 
grams, total | 


Casual 
transfers 


YA-7 pro- 
gram 








materials and sup- | 





031, 14 | 


23. 496, 67 | 


Il. Claims arising out of sales prior to | 


the foundation of STEG and | 
outside of - EG (so-called “old | 
proceeds” se 


—12. 683, 70 | 








4. 032 











gees | 
| —12. 683, 70 | -- 


Zonal pro- 
grams 








a 
~ 
a 
ea) 
ie) 
= 
Z, 
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Bonn, GERMANY—EXxHIBIrT 4 
PRIORITY 


ORIG DTG: 20 Oct 50/7PM ACTION: FIS 

RECD: 21 Oct 50/0540Z INFO: a 

FROM: DEPARTMENT E 
PM 
OES 
A 


Reference your * * *, October 02, Department * 
Telecon October 18. 

Authorization granted to reacquire from or through STEG materials and 
equipment required by EUCOM with appropriate adjustment US claim under 
Surplus Property Agreement. Desirable handle this manner instead of re- 
quisition procedure, to avoid possible dollar ingredient and occupation cost 
complications. 

Determination reached here that deposit to miscellaneous receipts not re- 
quired. 

Request EUCOM excess property account be used to effect proper adjust- 
ment affer reacquisition rather than OFLC Bulk Sale Account. 

Army forwarding parallel instructions to EUCOM. 


BONN/HAYS 
BONN 


BERLIN 
H’BERG 
REC 
FILE 


*, October 9 and 


mone 


m— RO 


e ewe wwrn 


ACHESON 


Bonn, GERMANY—EXHIsIT 5 


{Excerpt Copy from the Minutes of the STEG Advisory Council and/or Committee Meeting 
Held on June 5, 1951) 


“In cases of third party claims, where title had passed, the Council concluded 
it was appropriate that these claims (claims arising from parties who had 
acquired stock from STEG and to whom title of such properties had passed 
but who were prevented from obtaining these stocks due to the freeze order), 
should be settled by direct negotiations between the third parties involved 
and the Department of the Army and that the committee should not enter 
into these negotiations or make any recommendations since they were out- 
side the scope of the Council. 

“At this meeting, STEG requested guidance from the Council as to the policy 
they should adopt in its negotiation with Trucks and Spares since the major 
portion of the items reacquired by the army were under contract to Trucks 
and Spares although title to these items had not passed at the time of the 
freeze. It was agreed that these third party claims will be presented to STEG 
who would negotiate with each and present the claim to the committee with 
their recommendations and then finally be passed to Washington for settle- 
ment.” 


Bonn, GERMANY—EXHIBIT 6 
Report OF INVESTIGATION OF THE HANDLING OF SURPLUS PROPERTY IN GERMANY 


INTRODUCTION 


During November 1951, Messrs. R. F. Cartwright and Lee G. Seymour, of the 
Office of Investigations of the General Accounting Office, accompanied the mem- 
bers and staff of the Subcommittee on Intergovernmental Relations, of the House 
Committee on Expenditures, on a European trip to investigate, among other 
things, the handling of surplus property in Germany by the STEG corporation, 
a German Government surplus property agency, which had received from the 
Office of Foreign Liquidition Commission large stocks of military surplus from 
the United States Government at the end of World War II. 

In addition to our continuing broad inquiry into the handling of this property 
and into the accuracy of the STEG money accounts with this Government, a 
number of special aspects of the situation are of interest. 





vc cha a 


‘ 
a 
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The following report covers personal interviews with various individuals who 
have been significantly mentioned during the hearings conducted by the Bonner 
subeommittee, such as George Dawson, the English surplus dealer; his attorney, 
Dr. Paul Hagenbach; and others. 


Dr. Paul Hagenbach 


Dr. Paul Hagenbach has been attorney and representative for George Dawson, 
the English dealer in surplus property, for some time, and his name has come 
up in various connections as associated with Dawson. On numerous occasions 
he has been described as being a partner in Dawson’s many enterprises. 

Dr. Hagenbach was interviewed on November 26, 1951, in his offices at 32 Bahn- 
hofstrasse, Zurich, Switzerland, by Congressmen Charles Brownson and Thomas 
Curtis, and by R. F. Cartwright, Assistant Chief of Investigations, General 
Accounting Office, acting as a subcommittee staff member. 

Dr. Hagenbach would volunteer no information and was most guarded in his 
answers to questions. Prior to the interview, Swiss espionage legislation was 
examined, and it was found that the law limits the possibilities of interviews, 
since merely asking questions about the business operations of a Swiss citizen 
can constitute a violation. 

Background data on Hagenbach is as follows: Paul Armin Hagenbach was born 
June 25, 1905, in Aarburg, Switzerland. His family moved to Berne, where he 
grew up and attended Berne University, from which he was graduated in law. 
Hagenbach was licensed as a lawyer in Zurich in 1932 and has practiced there 
since. He is generally regarded as a capable and reliable lawyer by his Zurich 
colleagues. His credit rating is favorable. Income tax reports, apparently for 
the year 1950, reflected an income of 28,800 francs (approximately $7,200). 
Similar reports indicate ownership of realty valued at approximately 80,000 
francs ($20,000) in Kusnacht, Switzerland. 

Hagenbach is associated in the practice of law with Robert Blass, honorary 
Danish consul general; Hans Hurlimann, and Heinz Blass. All of the above 
have offices at 832 Bahnhofstrasse, Zurich, and have identical telephone listings 
there. There is some indication that Hagenbach’s specialty, if he has one, is 
tax law. 

When interviewed, Hagenbach admitted that he represented a number of firms 
in which Dawson was interested, including Trucks and Spares, for the acquisi- 
tion of surplus property in Germany and elsewhere. He would not furnish 
information as to the ownership of the various firms or participation of others 
in the firms. He indicated that his own capacity was as an attorney and that 
he did not have financial interest personally in the ventures. Hagenbach would 
not indicate that others were involved at all but, in response to a question as 
to whether there was American capital interested, he said, in a very guarded 
manner, “As far as I can see, there is not.” 

At the time of the interview, Dawson’s whereabouts in Europe were not specifi- 
cally known, and Hagenbach agreed to attempt to get in touch with him at his 
home in Cannes, or at one of his other points of contact in France, and arrange 
for representatives of the committee to meet him while they were in Europe. 
Hagenbach did cooperate to this extent and furnished, through the American 
consulate in Switzerland, information to the effect that Dawson was living in 
the Ritz Hotel in Paris and would see representatives of the committee. 


George Dawson 


Dawson was interviewed on November 28, 1951, at the Crillon Hotel in Paris, 
by Messrs. Cartwright and Seymour, of the subcommittee staff. He voluntarily 
came to the hotel and agreed to answer any questions he could, consistent with 
time limitations, since he was leaving the same day for Cannes. 

Dawson said that he was the sole owner of the firm, Trucks and Spares, through 
the Continental Motor Trust, Liechtenstein, a corporation which he owns out- 
right. He stated that Dr. Paul Hagenbach is his attorney and agent and has no 
financial interest in any of the companies through which Dawson presently op- 
erates or through which he has operated in the past. He stated that the Trucks 
and Spares outfit, which purchased large amounts of property from the STEG 
corporation, presently has an $8 million claim against the corporation in com- 
pensation for loss to his business, Trucks and Spares) by reason of the freeze 
orders which stopped the transfer of a large amount of STEG property to 
Trucks and Spares for resale. He informed that shortly after obtaining the 
contract with STEG in January 1950, he hired three employees of the STHG 
corporation: Rudy Bubenberger, Joseph Knobel, and Edgar Hess. 
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Dawson stated that in addition to Trucks and Spares he owns and controls 
outright the Gefo Trust, of which Dr. Hagenbach is a trustee. This is a finance 
company to facilitate Dawson’s other operations. Among various companies 
he has operated in the past, he said, are the London Oxford Steel Co., in which 
he was in partnership with one James Massie, since deceased, through which 
he purchased British surplus; Ernest Reed Co., in which he was in partnership 
with Christopher Allingham, through which he purchased British surplus; 
James and Partners, in which he was associated with Roy Payne, since deceased, 
through which he purchased Norwegian surplus; Transamerica Traders, through 
which he attempted to purchase American surplus without a great deal of 
success. Transamerica Traders was represented in the United States by George 
Chadwick, a Washington attorney, who has continued to represent Dawson's 
interest in a suit against John Maragon for the recovery of $8,000. The suit 
was based on a transaction in which Maragon was supposed to have received 
1,700,000 frances in 5,000-franc notes from Dawson, in Paris in January 1948, 
for the purpose of cashing them at the bank. On the date this transfer of francs 
was supposed to have occurred, the French Government called in all 5,000-franc 
notes in an effort to counteract black-market operations. 

According to Dawson, Transamerica Traders was afterward sold to Amer- 
ican interests, and he has no present connection with the company. Regarding 
the suit against Maragon, Dawson indicated a somewhat sublime disinterest 
in the matter, stating he would not have pressed the matter except for Chad- 
wick’s insistence that he carry through with it. Chadwick persuaded Dawson 
that if he did not continue the suit Maragon would take measures to give Dawson 
trouble. 

Dawson also stated that he had operated the firm of Monroe Trackett, at 
27 Park Lane, London, in concert with one George Monkland, of Lloyd's of 
London. He stated that the French Government owes this firm 300 million 
francs. Dawson said he also owned and operated the Channel Islands Iron & 
Steel Co. on the Island of Jersey, and that this firm had dealt in American 
surplus goods and presently had a claim against STEG for a substantial amount 
of money. 

Information furnished by Mike Stern, free-lance writer 

Mike Stern, a free-lance writer for True magazine, who had previously had 
eontact with the subcommittee in the United States, met Messrs. Cartwright 
and Seymour in Rome. He evidenced great interest in the surplus property 
subject, particularly in its Dawson aspects, and indicated that he had written 
an exposé for True magazine. He said that his story of the Dawson surplus 
operations would be published in the January 1952 issue of True. Stern stated 
that some months before, he had visited Dawson at his home in Cannes, France, 
and had spent a full day with him; that Dawson had furnished complete infor- 
mation about his activities and, among other things, had informed him that he, 
Dawson, had paid off four different individuals in the American Army and in 
the STEG corporation to effect his contract with STEG. 

Dawson was questioned about this matter, and he stated that Stern had 
visited him in Cannes but that he had spent only an hour there, at lunch. He 
denied furnishing any such information to Stern, and specifically denied paying 
off anyone in the Army or STEG or anywhere else in connection with his contract 
for American surplus goods. Dawson spoke in somewhat derogatory terms of 
Stern, and voluntarily offered toe furnish a signed statement denying the allega- 
tion that he had paid off anyone. Dawson did furnish the statement, in his own 
handwriting, a copy of which is attached hereto as an exhibit. The original 
is available in the files of the General Accounting Office, if the committee desires 
it. The text of the statement is as follows: 

“NOVEMBER 28, 1951. 

“I, George Dawson, Villa La Saujette, Cannes, make this my affidavit and 
swear as follows: Never at any time did I pay any fee, gifts, or gratuities to 
any Official or employee of the STEG Corp., or of the United States Army, or 
any other office of the United States Government in connection with the purchase 
by me of surplus property of America or any other surplus property. 

“G. Dawson.” 

The following background information concerning Dawson was obtained: 


George John Dawson was born in London, England, April 9, 1909, and is a 
British subject. As of November 14, 1950, he resided at Villa La Saujette, Avenue 
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Fiesel, Cannes, France; from 1940 to 1948 he resided at the Villa Edelweiss, 
Cannes; from 1946 to 1949 he lived at 26 Lowndes Street, Sloan Square, London, 
SWI, England; from 1934 to 1944, 98 Kings Avenue, Stratham, London, England. 

From 1928 to 1948 Dawson was a scrap dealer and operated the firm of 
Dawson & Dawson of Clapham, Ltd., Clapham Road, Clapham, London. In 
November 1950 he furnished information to an official of the United States 
Government that he was the sole owner of the following surplus-property firms: 
Channel Islands Iron & Steel Co., Ltd., St. Hellyer, Jersey, which he organized 
in 1946 (the London representative of the firm was Mr. Whitway, of the law 
firm of Philip, Conway & Thomas, 20 Bolton Street, London) ; Gefo Trust, S. A. 
Dodge, and Sonda Trust, all of 32 Hahnofstrasse, Zurich, and all represented 
by Dr. Paul Hagenbach ; as well as Trucks and Spares, Kraftfahrseug, G. M. B. H., 
Felbergstrasse 28-30, Frankfort-on-the-Main, Germany. 

Information furnished by Dawson in November 1950 was to the effect that his 
wife Olga, nee Miranoff, formerly Mallett, had been born at Hamilton, Devon, 
England, on September 17, 1920. Dawson stated that he had been issued American 
visa 8674 in London on December 24, 1947. When applying for a visa in 1950, 
Dawson indicated that he wished to proceed to the United States to conduct 
business negotiations with Gen. Harry Vaughan and a General Renfrew of the 
War Department. At the time of application for visa, he was accompanied by 
John Van Alland, who exhibited a number of letters addressed to him by Members 
of Congress attesting to his character, etc. The visa was denied. 

Reliable sources of information indicated that Dawson has in the past traveled 
to Tangiers, Casablanca, and Morocco, At all of these places he was apparently 
interested in the purchase or sale of surplus property. It was known that he had 
considered opening an office in Morocco in 1947. According to Dawson, he was 
in the British Army in early 1948 and was on active duty 1 day. On that day 
he was in a serious accident which caused his hospitalization for a year and a half. 
Dawson was discharged from the British Army in July 1944. He furnished 
information to an official of the United States Government to the effect that in 
1936 he received a sentence of 18 months in Old Bailey, London, for “conspiracy” 
but that his sentence was later commuted and he was released after serving 814 
months in Wormwood Scrubs, London. At the time of his visa application, in- 
formation was received that there was a warrant for his arrest outstanding in 
Frankfort, Germany, and that civil and criminal charges were outstanding against 
him in Switzerland. A check of police records on December 20, 1950, however, 
indicated that no charges existed against Dawson in Zurich or the surrounding 
area, but did show that he was a claimant against an unnamed Swiss defendant 
for misuse of funds. 

In connection with various individuals about whom information has been re- 
ceived in the past as to association with Dawson, he gave the following 
information : 

He stated that Charles Poletti, former Lieutenant Governor of New York State, 
is presently practicing law in Europe and has headquarters in Geneva, Switzer- 
land. He stated that Poletti had some limited association with him in the 
past and was evidently of a mind to feel that his work for Dawson had been of 
substantial value which, according to Dawson, it was not. Poletti had ap- 
proached Dawson and asked him for $25,000 in compensation for his services. 
Dawson stated this was absurd; that he had paid no money to Poletti because 
he had not accomplished anything. In this connection, Dr. Kurtz, sales manager 
of the STEG corporation in Germany, was interviewed by Messrs. Cartwright 
and Seymour, and he indicated that Poletti had approached him also to obtain a 
very substantial amount for alleged services. Dr. Kurtz stated that he had paid 
Poletti nothing because he had done nothing for STEG and, as a matter of fact, 
he had ordered Poletti out of his office on their last meeting. 

Edgar Sutton, who has been identified as an associate of Dawson’s, was, accord- 
ing to Dawson, his agent in France when Dawson was in England. It is under- 
stood from other sources, including William Davis, a former Dawson associate, 
that Sutton is presently an agent for the French Government in the acquisition 
of surplus property and would be a good source of information. Efforts to locate 
Sutton in Paris were unavailing. 

Dawson stated that William E. Ryan, formerly employed by OFLC at Bermuda, 
and who worked for Dawson after his purchase of Bermuda residual surplus in 
1948, remained with him for about a year but that he has lost track of him since. 

Dawson said that he vaguely recalled a Joseph Major as being associated with 
War Assets Administration in Washington when he made some purchases from 
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that agency in 1948. Suggestions had been received previously that Major had 
received a fee from Dawson for steering him into desired surplus. Dawson indi 
cated that he had made no payments to Major and only vaguely recalled him 
as being “some kind of an official” of WAA at the time. 

Dawson stated that Allan Braithwaite, the son of a member of the House of 
Lords of the British Parliament, who was formerly associated with him, was no 
longer with him and he did not know of his whereabouts. (Another source in- 
formed that Braithwaite was living in Paris but had apparently lost control of 
himself and was doing a great deal of drinking. This source stated that Braith 
waite might be a good source of information about these matters, but efforts to 
locate him were unsuccessful. ) 

Dawson, during the interview, was particularly critical of W. Fred Johnson, 
district attorney for the fourth judicial district, under the High Commissioner's 
Office for Germany in Frankfort. He informed that Johnson had been suspended 
from office approximately 3 months prior to November 1951 on a suspicion of 
bribery. It was impossible to get Dawson to be specific about the matter, but 
he implied that Johnson was crooked and had had illicit dealings with George 
Monkland, an Englishman, apparently previously allied with Dawson in the 
firm of Monroe Thackett, and that Johnson had given Monkland a very expensive 
brief case at one time. This, Dawson apparently meant to indicate, was proof 
of improper association between Johnson and Monkland. 

No details could be developed from Dawson beyond these mentioned. In this 
connection, Dawson has a hostile attitude toward Johnson because he (Dawson) 

yas the target of a suit by one George DeRandich. There is set out herein the 
text of the letter written March 6, 1951, by Johnson to the vice consul of the 
American consulate at Frankfort, Germany, which may bear upon this matter. 


HICOG, 
OFFICE OF THE District ATTORNEY, 
FourtH Jupicr1aL District, FRANKFORT, 
March 6, 1951. 
Re 211, Dawson, George John. 
Mr. JAMES P. PARKER, 
Vice Consul, American Consulate, Frankfort, Germany. 

Sik: Answering your letter of February 27, 1951, with reference to the above 
subject, I can only say that this is a long and involved affair: but I will try to 
give you briefly enough information to satisfy the Embassy in Paris. 

Our investigation shows that George Dawson is and has been a huge-scale 
dealer in surplus war materials. He has seldom, however, dealt in his own name 
but has always had his business dealings through a front man. In late 1949 
Dawson and several other alleged complainants came to this office seeking an 
arrest warrant for embezzlement and breach of trust against George DeRandich 
who, they alleged, had taken a contract in his own name at their instructions 
and with their money and had subsequently failed to carry out his agreement to 
renegotiate the contracts with a person specified by them, but had instead as 
signed the contracts to a connection of his own. The French Army turned out 
to be one of the innocent purchasers for value received, and there was quite 2 
group of assignees of both DeRandich and Dawson all clamoring for the surplus 
war materials, which involved a large amount of money and probably several! 
hundred percent profit on the turn-over. Dawson brought in a British brigadier. 
retired, Chatterton, who signed the affidavit which resulted in the isuance of 
the warrant for the arrest of G. DeRandich. I understand that at or about 
the same period of time this group also filed several civil suits against DeRandich. 
not only in Germiuny but elsewhere, resulting in attachments against his bank 
accounts in France and Switzerland. DeRandich surrendered himself to this 
warrant, waived immediate hearing, and deposited bail subject to appearance 
at a subsequent hearing to be agreed upon by the district attorney and his consul. 
Meanwhile further investigation of the case produced continuous allegations and 
counterailegations by all parties against each other. 

I had been informed by several people in connection with this affair that 
Dawson applies unusual methods of pressure in these business deals. Finally 
Chatterton, who had filed the criminal complaint at Dawson’s request, as head 
of the dummy corporation flew in from England and had a conference with me 
He stated that he had come to realize that he had been misled and could ne! 
consequently have his name on an affidavit swearing to the truth of the allega 
tions made by Dawson. At this time, after visits from several lawyers 0! 
both sides, I determined that the whole criminal prosecution was a pressure 
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measure which had little merit from a criminal standpoint and was an attempt 
to use this office as a collection agency. I therefore dismissed the case against 
DeRandich on February 20, 1950. : 

Subsequent thereto I received a visit from some members of a French corpo- 
ration who claimed they had been defrauded by Dawson of a large sum of money 
in connection with the DeRandich case. They also Claimed that Dawson had 
made false statements to us in an attempt to get DeRandich arrested. I there- 
upon advised them to get a civilian lawyer, which they did. He investigated 
the case and came in here to make a criminal complaint. I told this law yer 
that I thought all parties to this transaction were extremely shady in their deal- 
ings and that they had been using this office as a collection agency. 

I told the lawyer that if he could draw a legally sufficient criminal complaint 
and was willing to place his own name on the affidavit form we would submit it 
to a judge and see what happened. This was done, and two warrants have been 
issued in late 1950 and early 1951 for George Dawson. I have had visits from 
no less than four or five lawyers, who have been attempting to get this warrant 
quashed, but at no time has any of them surrendered Dawson to the jurisdic- 
tion. This is the present status of the case. We still have the warrants for the 
arrest of Dawson. Any further information we can furnish is of course gladly 
offered. 

Very truly yours, 
W. FreEp JOHNSON, District Attorney. 


Noa additional information could be obtained in view of the time pressures in 
Kurope, but the various matters will be pursued further in the immediate future. 

Dawson said, during the interview, that he had never knowingly negotiated 
with any interests which represented iron-curtain countries. He admitted that 
a small number of trucks purchased by him for resale had been shipped into the 
Russian zone shortly after his contract with STEG was initiated, but that this 
action was not anticipated by him at the time. He stated that the individuals 
in the surplus field were, on the average, very low-grade people and would make 
sules wherever it was for their benefit, regardless of the buyer. With this 
situation, it was impossible for any surplus dealer to completely control the 
destination of materials sold by him. 

At the conclusion of the interview, Dawson informed that he would willingly 
come to the United States at any time, at his own expense, and would testify 
before a congressional committee, furnishing all information in his possession 
about matters of interest to the committee. As has been noted above, Dawson’s 
application for visa was turned down by the American consulate in 1950, but he 
still would like to come to the United States for his own purposes. 

Dawson was specifically questioned about his association with Gen. Harry 
Vaughan and General Renfrew. He stated that in company with John Maragon 
on his visit to the United States in 1947, he had been introduced to Vaughan by 
Maragon, in Vaughan’s office at the White House. He believed it was the occa- 
sion on which Maragon had obtained a letter of introduction from Vaughan. 
He stated it was a brief visit ; that no matters of any consequence were discussed; 
according to his recollection; and that he never dined with Vaughan or spent 
any time with him otherwise. He stated that he did not know General Renfrew 
and had no recollection of saying that he specifically wanted to visit him in the 
United States in connection with his visa application. He suggested that Van 
Alland, who accompanieid him at the time of his application, may have inde- 
pendently made these statements in an effort to facilitate his obtaining a visa. 
He stated that if he came to this country he would have no partienlar reason for 
contacting General Vaughan, and he did not know what value General Renfrew 
would be to him as a contact. 

Vorris Klein and William Davis 

Klein and Davis were interviewed on November 29, 1951, at the George VI 
Hotel in Paris. Davis is presently associated with Klein in surplus operations. 
They apparently are very active, since on the day of the interview they had just 
returned from Brussels, and on the following day were going to Frankfort, in 
connection with surplus matters. Both Davis and Klein were cooperative, but 
Klein was extremely hectic in his manner and its was very difficult to keep him 
on one subject. Klein informed that he had just successfully concluded a suit 
against Dawson for the recovery of $8,000 in the Paris courts. He stated that 
that was the principal reason for his current visit to Europe, which was his 
fourteenth visit during 1951. He indicated that he had such complete hostility 
toward Dawson that he had vowed he would collect the $8,000, no matter what it 
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cost him, and that he had ultimately been successful. Klein said that Dawson 
would never have had the STEG contract were it not for the fact that he (Klein) 
had decided not to take up his options on the STEG property, at which point Daw- 
son had gone in and taken over. Klein said that his wife had died suddenly at 
that time and, as a result, he had lost interest in business for a brief period and 
had given up his options, whereupon Dawson, under Trucks and Spares, got the 
property. 

Kiein stated he had never had any interest in Trucks and Spares, and that he 
had never been allied with Dawson in any venture. At the time of interview he 
evidenced complete contempt and dislike for Dawson. This feeling was appar- 
ently mutual, since Dawson indicated much the same attitude about Klein. 

(Enclosures 1—5 follow :) 

[Enclosure 1] 
PARIS, FRANCE, November 28, 1951. 

I, George Dawson, Villa La Sougett, Paris, make this my affidavit and swear 
as follows: Never at any time did I pay any fee, gift, or gratuity to any 
official or employee of the STEG Corporation or of the United States Army or 
any other officer of the United States Government in connection with the pur- 
chase by me of surplus property of America or any other surplus property. 

G. DAWSON. 

Witnessed by: 

Rosert F, CARTWRIGHT, 
LEE G, SEYMOUR, 
Staff Members of the Subcommittee on Inter-Governmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 


NOVEMBER 25, 1951. 
{Enclosure 2] 
COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, December 10, 1951. 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations 
of the House Expenditures Committee, House of Representatives. 

My Dear Mr. BonnER: Subsequent to your subcommittee’s departure from 
Paris and while Messrs. Cartwright and Seymour were still in Europe, they 
learned of the maintenance in the Neuaubing STEG Depot in Munich, Germany, 
of substantial amounts of electronic equipment which was part of the property 
turned over to the STEG CORP. by the Office of Foreign Liquidation under the 
terms of the bulk sales agreement which has been the subject of interest to your 
subcommittee. . 

Mr. Seymour returned to Germany and interviewed Dr. Joseph Wollinick, 
director general of STEG Corp., in company with Mr. Fulner, of HICOG and 
Liutenant Colonel Omar, Headquarters, Munich Military Post. He also arranged 
for photographs to be taken of the various items in storage in warehouses at 
the depot. The photographs will be made available by the Army authorities in 
the near future. 

During review of the material, Mr. Seymour noted the equipment included 
telephone switchboards, many types of new copper wire and cable, radar and 
radio tubes, radio communication sets, portable airfield lights, field telephone 
equipment and spare parts for radio and electronic equipment which had been 
segregated by style and type. Much of this equipment was noted to be new 
or in extremely good condition and there was an abundant supply of all of it. 

In view of the fact that this material appeared to be of such a nature as to 
be of current value and need to our military forces and since it was apparently 
not recaptured by the freeze order by the Secretary of the Army on March 15, 
1951, I felt it necessary to take immediate steps to acquaint the Secretary of 
the Army with this condition so that he. could move toward recapture of the 
material, if it is, as it appeared to be, of significant current value. 

Accordingly, I have informed the Secretary of the Army of the situation and 
have asked to be advised as to action taken. A copy of my letter to him is 
enclosed for your information. This matter shall be followed and advice ob- 
tained will be made available to you without delay. 

Sincerely yours, 
(Signed) Linpsay C. WARREN, 
Comptroller General of the United States. 


Enclosure 
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{Enclosure 3] 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, December 10, 1951. 
The honorable the SECRETARY OF THE ARMY, 

My Dear Mr. Secrerany: Reference is made to the STEG freeze order issued 
by your office on March 15, 1951, aimed at holding in abeyance the disposition 
of surplus property in possession of the STHG Corp. in Germany, until military 
rescreening could be accomplished and usable and necessary items could be re- 
captured for use by our forces. 

Recently, representatives of this Office visited Germany with the Bonner sub- 
committee of the House Committee on Expenditures which has been examining 
into surplus property disposal matters. Our representatives noted that the 
Neuaubing STEG Depot at Munich had a great abundance of electronic equip- 
ment including telephone switchboards, new copper wire and cable, radar and 
radio tubes, radio communications sets, portable airfield lights, field telephone 
equipment, spare parts for radio and electronic equipment which had been 
segregated by style and type and great quantities of other Signal Corps equip- 
ment. Much of this equipment was noted to be in new or extremely good condi- 
tion and that was attested to by technicians of the STEG Corp. who were present. 

Information was obtained by our representatives that under terms of a contract 
executed November 14, 1951, much of this equipment was to be sold to the Aero 
Sales Co., Inc., Chicago 8, Ill. Our representatives felt after viewing this ma- 
terial that the material would be of immediate value and utility to the armed 
services and accordingly this matter is being brought to your attention for what- 
ever action is deemed appropriate. 

I shall appreciate your advice as to action taken in this connection. 

Sincerely yours, 
(Signed) Linpsay C. WARREN, 
Comptroller General of the United States. 


{Enclosure 4] 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington 25, D. C., February 8, 1982. 
The honorable the COMPTROLLER GENERAL OF THE UNITED STATES. 

DeaR Mr. COMPTROLLER GENERAL: You will recall that in my previous letter 
to you of December 27, 1951, I gave you an interim report of the steps taken to 
that date by the Department of the Army with respect to the electronic equipment 
located at Neuaubing STEG Depot at Munich and referred to in your letter of 
December 10, 1951. In accordance with my intention to keep you and Congress- 
man Bonner fully informed of all action taken by the Army in this matter, I 
should like to give you the following additional information. 

As you are aware from my December 27, 1951, letter, the European Command 
was requested to inspect this equipment at the Neuaubing Depot and to advise 
the Department of the Army as soon as possible as to its type and condition with 
recommendations and comments as to whether any of it should be recaptured. 
Pursuant to this direction, both Army and Air Force representatives from HUCOM 
inspected this property and submitted their report to the Department of the 
Army. Their report, among other things, included specifically all of the property 
covered by the photographs taken by the Bonner committee. Attached hereto as 
exhibit A is a schedule which describes by print number each of these photo- 
graphs and the equipment covered thereby. Also attached is a schedule (exhibit 
B) of additional property located at this Neuaubing Depot which was not covered 
by these photographs but which EUCOM felt should be reported. It is our 
understanding that these two schedules do not include all the property located 
at this depot but, rather, include only that part photographed by the Bonner 
committee and such additional equipment as the EUCOM inspectors felt might 
be usable to meet world-wide military requirements including MDAP. The 
property so reported by EUCOM was then analyzed here by representatives of 
the Army, Navy, and Air Force to determine what items could be used by the 
Armed Forces. As a result of these screenings, the Department of the Army 
advised EUCOM to recapture the property described on exhibit C hereto. Based 
on original acquisition costs to the Army, the value of the property directed to 
be so recaptured for the Army amounts to $175,077.73, for the Navy $151,566.80, 
and for the Air Force $50,209. Some of this property has since been found to 
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be committed to friendly governments and, in accordance with the practice fol- 
lowed in the April 1951 freeze, such items are being released for delivery to 
such countries. In addition, other items may on closer inspection be found to 
be unserviceable. If so, they likewise will not be recaptured. 

While your letter of December 10, 1951, and Congressman Bonner’s letter of 
December 14, 1951, referred only to the electronic equipment located at the 
Neuaubing STEG Depot at Munich, it was felt that some of the property pres- 
ently located at the other STEG depots might also be usable by the Army. Accord- 
ingly, EUCOM was also directed to inspect the property located at the other 
STEG depots and to report thereon to the Department. Based on these reports 
and on analysis of them hereby the Department, EUSOM was directed to re- 
capture the additional property described in schedule D attached hereto. The 
value of this property based on original acquisition costs, totals $559,454.84. A 
considerable number of the vehicles and other items listed in schedule D had in 
fact been rehabilitated by STEG and were being used by STHG in its day-to-day 
operations of the depots. With the incipient closing of these depots, these items 
could now be recaptured. 

As was true in the past, the actual recapture is a matter handled by the Depart- 
ment of State with the German Republic. In taking its action, the Army has 
kept the State Department fully advised and the State Department has, in turn, 
advised HICOG that this recent recapture should be handled on the same basis 
as the previous reacquisition program in April 1951. 

Because of his interest in the matter, I am sending a copy of this letter to 
Congressman Bonner. Also, I am sending to you herewith a copy of a recent 
letter sent to the counsel of the House Committee on Expenditures in the Execu- 
tive Department which summarizes the dollar value of the property reacquired 
from STEG in the two previous freezes. 

I shall continue to keep you and Congressman Bonner advised as any significant 
developments occur. I would like again to express my appreciation to you and 
Congressman Bonner for your interest in this matter. 

Sincerely yours, 
FRANK PACce, Jr., 
Secretary of the Army. 
2 inclosures: 
1. Schedules of Property (A, B, C, D), at STEG Depot. 
2. Copy of letter to counsel of House committee as stated. 


{Enclosure 5] 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, March 4, 1952. 
The ADMINISTRATOR, 
General Services Administration. 
(Attention: Mr. A. J. Walsh, Commissioner Emergency Procurement 
Service.) 

My Dear Mr. ADMINISTRATOR: In view of your interest and responsibilities 
under the Strategic and Critical Materials Stock Piling Act and the Federal 
Property and Administrative Services Act of 1949, the following information 
concerning a potential source of strategic and critical materials, which was de- 
veloped as an incident to an investigation on another topic, is furnished for your 
consideration : 

On January 23, 1948, an agreement known as the bulk sales agreement was 
entered into between the Office of the Foreign Liquidation Commissioner for the 
United States and the Bizonal Economic Council for Germany. This contract 
established in general principles the transfer to the German economy of surplus 
United States Army materials at 21 percent of their acquisition cost to the United 
States. Payment was to be made in dollars from future proceeds of German 
exports with provisions for partial or total payment in deutschemarks if desired 
by the United States. A German public corporation had been established in the 
summer of 1946 by the United States Zone Laenderrat (Council of States), under 
the guidance of the Regional Government Coordinating Office (RGCO) and the 
Office of Military Government for Germany (United States) (OMGUS), for 
handling United States Army excess property in the rehabilitation of the 
German economy. 

The corporation, formerly known as Gesellschaft zur Erfassung von Ruestungs- 
gut m. l. H. (GER), is now known as Staatliche Erfassungsgesellschaft fur 
oeffentlichs Gut m. 1. H. (STEG). 
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Among other things, STEG was delegated the responsibility of carrying out this 
agreement and was required to sell the surplus goods into the Germany economy 
or for export and after deduction of operating expenses, to deposit the net 
deutschemark proceeds in the Bank Deutscher Laender as a public collateral 
fund against the deferred charge. 

The United States Army originally established a total of 33 depots from which 
bulk transfers would be made. These depots included 13 Ordnance, 5 Quarter- 
master, 3 Signal, 5 Engineer, 1 Chemical, 3 Air Force, 2 Transportation Corps, and 
1 Medical. The Army’s estimate of total tonnages at the initial stage was ap- 
proximately 800,000, and the estimated acquisition cost to this Government as 
contained in the bulk sales agreement was $875,000,000, of which $183,750,000 
represented 21 percent of this cost and should have been reflected in the account. 
This amount has now been reduced to approximately $66,000,000. 

During the early part of 1951 information was furnished to the Subcommittee 
on Intergovernmental Relations, Committee on Expenditures in the Executive 
Departments, House of Representatives, that much of this material was being 
purchased by American surplus dealers and was being imported into the United 
States for resale to the United States Government agencies. 

Consequently, beginning on March 5 and continuing on various dates through 
August 16, 1951, the subcommittee held extensive hearings on the STEG deals. 
At the insistence of the subcommittee the Secretary of the Army by telecon 
dated March 14, 1951, requested the High Commissioner for Germany to freeze 
all property of United States origin in custody of STEG. This was confirmed by 
telegram dated March 15, 1951, from CINCEUR, Heidelberg, Germany, to the 
United States High Commissioner for Germany. 

On March 21, 1951, the Secretary of the Army forwarded a memorandum to 
the Secretary of the Navy; the Secretary of the Air Force; the Administrator. 
Economic Cooperation Administration, and the Administrator, General Services 
Administration, advising these officials that: 

“1. There is now located in Germany certain Army equipment which was 
turned over to the Germans as surplus in 1947 and 1948. This property has 
been frozen until such time as Army personnel in Europe, supplemented by teams 
from the technical services of the Army, can survey it to determine whether 
any of it should be reacquired to meet present or future needs of the Army. 
Such teams will proceed to Germany for this purpose during this week. 

“2. I am informing you of this proposed action in order that you may express 
any needs of your agencies or departments which may be met from these stocks 
in Germany. The best information available here indicates that the equipment 
consists primarily of motor vehicles and spare equipment, and small quantities 
of engineer and quartermaster equipment. It is recommended that if you have 
any need for any such equipment, you contact Col. C. O. Frake, Office of the 
Assistant Chief of Staff, G-4, Department of Army, whose telephone extension 
is 54041. Your needs will be transmitted to the screening teams, and such 
property as is available will be acquired for your use. You may, of course, send 
over your own representatives to inspect the surplus if that is a more satisfactory 
course of action from your standpoint. 

“3. It is my purpose to make this property available directly to Government 
agencies in order to avoid the chance that it may be purchased by individual 
dealers in Germany and later sold to the Government at exorbitant profits.” 

During the latter part of March and early April 1951, representatives of the 
Army, Navy, and Air Force screened the material in question and reacquired 
that property determined to have a military use. The freeze was lifted on the 
property immediately following the screenings, and STEG was again permitted 
to dispose of property not specifically earmarked for reacquisition. 

In November and December 1951, the House subcommittee visited Germany 
and, with two representatives of this Office assigned as staff members, made a 
rather extensive check on the property still remaining in the STEG depots. 
Inspections of the depots revealed much property still in the possession of 
STEG, notwithstanding the freeze orders and screening. I furnished this in- 
formation to the Secretary of the Army by letter dated December 10, 1951. Im- 
mediate steps were again taken by the Army to freeze the property in several 
of STEG’s depots for rescreening and possible reacquisition. 

The Secretary of the Army advised the Comptroller General of the action taken 
and furnished a list of items reacquired. He advised that the last freeze was 
lifted after January 6, 1952. Further advice was given that much of the prop- 
erty now remaining in the STEG depots had no military value due to obsolescence 
and wear. 
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be committed to friendly governments and, in accordance with the practice fol- 
lowed in the April 1951 freeze, such items are being released for delivery to 
such countries. In addition, other items may on closer inspection be found to 
be unserviceable. If so, they likewise will not be recaptured. 

While your letter of December 10, 1951, and Congressman Bonner’s letter of 
December 14, 1951, referred only to the electronic equipment located at the 
Neuaubing STEG Depot at Munich, it was felt that some of the property pres- 
ently located at the other STEG depots might also be usable by the Army. Accord- 
ingly, EUCOM was also directed to inspect the property located at the other 
STEG depots and to report thereon to the Department. Based on these reports 
and on analysis of them hereby the Department, EUSOM was directed to re- 
eapture the additional property described in schedule D attached hereto. The 
value of this property based on original acquisition costs, totals $559,454.84. A 
considerable number of the vehicles and other items listed in schedule D had in 
fact been rehabilitated by STEG and were being used by STEG in its day-to-day 
operations of the depots. With the incipient closing of these depots, these items 
could now be recaptured. 

As was true in the past, the actual recapture is a matter handled by the Depart- 
ment of State with the German Republic. In taking its action, the Army has 
kept the State Department fully advised and the State Department has, in turn, 
advised HICOG that this recent recapture should be handled on the same basis 
as the previous reacquisition program in April 1951. 

Because of his interest in the matter, I am sending a copy of this letter to 
Congressman Bonner. Also, I am sending to you herewith a copy of a recent 
letter sent to the counsel of the House Committee on Expenditures in the Execu- 
tive Department which summarizes the dollar value of the property reacquired 
from STEG in the two previous freezes. 

I shall continue to keep you and Congressman Bonner advised as any significant 
developments occur. I would like again to express my appreciation to you and 
Congressman Bonner for your interest in this matter. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 
2 inclosures : 
1. Schedules of Property (A, B,C, D), at STEG Depot. 
2. Copy of letter to counsel of House committee as stated. 


{Enclosure 5] 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, March 4, 1952. 
The ADMINISTRATOR, 
General Services Administration. 
(Attention: Mr. A. J. Walsh, Commissioner Emergency Procurement 
Service.) 

My Dear Mr. ADMINISTRATOR: In view of your interest and responsibilities 
under the Strategic and Critical Materials Stock Piling Act and the Federal 
Property and Administrative Services Act of 1949, the following information 
concerning a potential source of strategic and critical materials, which was de- 
veloped as an incident to an investigation on another topic, is furnished for your 
consideration : 

On January 23, 1948, an agreement known as the bulk sales agreement was 
entered into between the Office of the Foreign Liquidation Commissioner for the 
United States and the Bizonal Economie Council for Germany. This contract 
established in general principles the transfer to the German economy of surplus 
United States Army materials at 21 percent of their acquisition cost to the United 
States. Payment was to be made in dollars from future proceeds of German 
exports with provisions for partial or total payment in deutschemarks if desired 
by the United States. A German public corporation had been established in the 
summer of 1946 by the United States Zone Laenderrat (Council of States), under 
the guidance of the Regional Government Coordinating Office (RGCO) and the 
Office of Military Government for Germany (United States) (OMGUS), for 
handling United States Army excess property in the rehabilitation of the 
German econemy. 

The corporation, formerly known as Gesellschaft zur Erfassung von Ruestungs- 
gut m. l. H. (GER), is now known as Staatliche Erfassungsgesellschaft fur 
oeffentlichs Gut m. 1. H. (STEG). 
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Among other things, STEG was delegated the responsibility of carrying out this 
agreement and was required to sell the surplus goods into the Germany economy 
or for export and after deduction of operating expenses, to deposit the net 
deutschemark proceeds in the Bank Deutscher Laender as a public collateral 
fund against the deferred charge. 

The United States Army originally established a total of 33 depots from which 
bulk transfers would be made. These depots included 13 Ordnance, 5 Quarter- 
master, 3 Signal, 5 Engineer, 1 Chemical, 3 Air Force, 2 Transportation Corps, and 
1 Medical. The Army’s estimate of total tonnages at the initial stage was ap- 
proximately 800.000, and the estimated acquisition cost to this Government as 
contained in the bulk sales agreement was $875,000,000, of which $183,750,000 
represented 21 percent of this cost and should have been reflected in the account. 
This amount has now been reduced to approximately $66,000,000. 

During the early part of 1951 information was furnished to the Subcommittee 
on Intergovernmental Relations, Committee on Expenditures in the Executive 
Departments, House of Representatives, that much of this material was being 
purchased by American surplus dealers and was being imported into the United 
States for resale to the United States Government agencies. 

Consequently, beginning on March 5 and continuing on various dates through 
August 16, 1951, the subcommittee held extensive hearings on the STEG deals. 
At the insistence of the subcommittee the Secretary of the Army by telecon 
dated March 14, 1951, requested the High Commissioner for Germany to freeze 
all property of United States origin in custody of STEG. This was confirmed by 
telegram dated March 15, 1951, from CINCEUR, Heidelberg, Germany, to the 
United States High Commissioner for Germany. 

On March 21, 1951, the Secretary of the Army forwarded a memorandum to 
the Secretary of the Navy; the Secretary of the Air Force; the Administrator. 
Economic Cooperation Administration, and the Administrator, General Services 
Administration, advising these officials that: 

“1. There is now located in Germany certain Army equipment which was 
turned over to the Germans as surplus in 1947 and 1948. This property has 
been frozen until such time as Army personnel in Europe, supplemented by teams 
from the technical services of the Army, can survey it to determine whether 
any of it should be reacquired to meet present or future needs of the Army. 
Such teams will proceed to Germany for this purpose during this week. 

“2. Tam informing you of this proposed action in order that you may express 
any needs of your agencies or departments which may be met from these stocks 
in Germany. The best information available here indicates that the equipment 
consists primarily of motor vehicles and spare equipment, and small quantities 
of engineer and quartermaster equipment. It is recommended that if you have 
any need for any such equipment, you contact Col. C. O. Frake, Office of the 
Assistant Chief of Staff, G-4, Department of Army, whose telephone extension 
is 54041. Your needs will be transmitted to the screening teams, and such 
property as is available will be acquired for your use. You may, of course, send 
over your own representatives to inspect the surplus if that is a more satisfactory 
course of action from your standpoint. 

“3. It is my purpose to make this property available directly to Government 
agencies in order to avoid the chance that it may be purchased by individual 
dealers in Germany and later sold to the Government at exorbitant profits.” 

During the latter part of March and early April 1951, representatives of the 
Army, Navy, and Air Force screened the material in question and reacquired 
that property determined to have a military use. The freeze was lifted on the 
property immediately following the screenings, and STEG was again permitted 
to dispose of property not specifically earmarked for reacquisition. 

In November and December 1951, the House subcommittee visited Germany 
and, with two representatives of this Office assigned as staff members, made a 
rather extensive check on the property still remaining in the STEG depots. 
Inspections of the depots revealed much property still in the possession of 
STEG, notwithstanding the freeze orders and screening. I furnished this in- 
formation to the Secretary of the Army by letter dated December 10, 1951. Im- 
mediate steps were again taken by the Army to freeze the property in several 
of STEG’s depots for rescreening and possible reacquisition. 

The Secretary of the Army advised the Comptroller General of the action taken 
and furnished a list of items reacquired. He advised that the last freeze was 
lifted after January 6, 1952. Further advice was given that much of the prop- 
erty now remaining in the STEG depots had no military value due to obsolescence 
and wear. 
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There are huge stocks of strategic and critical materials still remaining in 
several of STEG’s depots. These materials contain aluminum, platinum, tung- 
sten, chromium, selenium, nickel, brass, copper, iron and steel scrap, magnesium, 
lead, tin, bakelite, zinc, and other metals. 

The Strategic and Critical Materials Stockpiling Act (60 Stat. 596) required 
many of these critical materials to be stockpiled; however, under date of De- 
cember 7, 1951, the Secretary of Commerce issued a proclamation setting forth 
that secondary and scrap aluminum, copper, lead, and zinc, and their base alloys 
are needed to make up a deficiency in the supply of these items for the current 
requirements of industry, and that any such materials may, therefore, not be 
transferred by the owning agency to the stockpiles established under the 
Strategic and Critical Materials Stockpiling Act, but are to be made available 
for distribution to industry. 

Information has been received by this Office that the Mutual Security Agency 
may be making available to European countries, dollars for purchasing critical 
materials to produce military items under United States Government contracts. 
One such case (this has not been confirmed) is copper. It is understood that 
dollars sent to the European countries have caused the world market on copper 
to rise. Some of these countries are understood to be paying 62 cents per pound, 
which places them in a position of competing with American industries in the 
obtaining of needed critical materials for production. 

The suggestion is put forward for your consideration that a plan be put into 
effect whereby your agency could contract with STEG to discontinue sales of 
property in their possession and to salvage and scrap all of the items for gather- 
ing the needed critical materials. 

The critical materials obtained would be available in Germany for purchase 
by European industries in local currency, thereby eliminating the need of dollars 
for such purchases. This, presumably, would, to some extent at least, obviate 
competition with American industry. 

STEG’s payments to the United States for the surplus property could be re- 
duced by a corresponding credit to the surplus-property accounts, if a percentage 
of the critical materials salvaged were turned over to the United States. 

Many other factors are no doubt present in connection with the suggested 
reacquisition of the property as outlined, but I felt that you would like to have 
the idea for serious consideration and consultation with the other interested 
departments and agencies. 

There is additional information in this Office which will be made available to 
you upon request. 

It will be appreciated if you will advise me of your reaction to this suggestion 
and as to any action taken by you. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 





Bonn, GERMANY—EXHIBIT 7 


Secrion I. OrtaiIn AND BACKGROUND oF STEG 


In 1945 the War’s end found Germany with a collapsed economy and tre- 
mendous war damage. The American Army, with huge stocks of materials now 
surplus, plus great quantities of captured enemy equipment, decided, in con- 
junction with the Military Government to release for use in Germany all ma- 
terials not needed for the United States Army of Occupation. This material 
and equipment was to assist in rehabilitating the German economy and to help 
provide for the German people a more democratic life. 

Early in 1945, various quantities of these materials were released in local 
areas to prevent disease and unrest and to help get some industries back into 
operation. Experience in the early distributions demonstrated that the American 
Army was not equipped to handle the huge disposals due to its policy of re- 
duction of its occupation forces. 

An agreement was reached in the summer of 1946 between the Office, Military 
Government for Germany (United States) (OMGUS) and Headquarters, United 
States Forces, European Theater (NSFET) (predecessor to European Command, 
(EUCOM)), releasing to OMGUS for use in the German economy all ex-German 
war materials and equipment not needed by the Occupation Forces or for dis- 
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placed persons. It was further agreed to release excess United States Army 
material, for use in the Germany economy, on the basis of fair value, as a charge 
against the proceeds of future German exports. These releases were restricted 
to programs approved for relief of disease and unrest in the American Zane 
of Germany. 

To accomplish these releases and effect proper accountability, it was agreed 
that a German public corporation would be created. An organization was es- 
tablished in the summer of 1946 by the United States Zone Laenderrat (Council 
of States) under the guidance of the Regional Government Coordinating Office 
(RGCO) and OMGUS. This German public corporation, first known as Gesell- 
schaft zur Erfaassung von Ruestungsgut m. b. H. (GER) is now known as 
Staatliche Erfassungsgeselischaft fuer oeffentliches Gut m. b. H. (STEG). 

The organization was incorporated under the laws of Bavaria with head- 
quarters in Munich, having as shareholders the states of Bavaria, Wuerttem- 
berg-Baden and Greater Hesse (now Hesse). Branch offices of STEG were 
created in Munich, Stuttgart, and Wiesbaden. In early 1947, branch offices 
were created in Bremen and the American Sector of Berlin. These offices were 
under the observation, review and advice of Military Government state offices, 
while the general office was under the review of the Regional Government Co- 
ordinating Office, with OMGUS observing all of STEG’s functions. 

Policies and decisions affecting the interests of the Military Government 
and the Occupation Powers were determined by OMGUS, with the maximum 
responsibility for all phases of operations being invested in STEG. 

STHG’s functions and responsibilities were to inventory, segregate, classify, 
demilitarize, restore, convert and secure all ex-German war armament and 
United States Army surpluses released to it by the Military Government and 
to dispose of captured enemy material (CEM) in the German economy as 
directed by the United States Zone Laenderrat, and the Landeswirtschaftsaemter 
(state economic offices) concerned. Upon creation of the bizonal organization 
pursuant to the fusion agreement January 1, 1947, the determination of the 
disposal directives for United States surplus goods to be released thereafter 
became the responsibility of the bizonal Verwaltung fuer Wirtschaft, or De- 
partment for Economies (VfW). 

Sales under the agreements were to be paid for in Reichsmarks (subse- 
quently replaced by Deutschemarks) at German legal or appraised prices. 

Authorization was given STEG to deduct its operating expenses from the 
gross revenue obtained from sale of ex-German war armament materials. 
STEG was required to deposit the net proceeds in frozen accounts, pending 
disposition instructions by OMGUS. STEG was further required to transfer 
90 percent of the gross revenue obtained from sale of United States Army 
surpluses to the Aussenhandelskasse (Foreign Trade Bank), and was to be 
reimbursed for any expenses incurred in these operations above 10 per- 
cent. 

STEG did not handle food, fertilizer, seed, petroleum, oil lubricants, etc., 
but has handled all other types of movable materials and equipment. 

As indicated above, after the bizonal fusion, United States Army surpluses 
have been disposed of by STEG on a bizonal basis, following disposition instrue- 
tions given VFW. For this purpose, STEG established branch offices in the 
northern states, under the observation, review, and advice of the regional ecom- 
merce offices. The STEG office in the United States Sector of Berlin was ex- 
tended to serve the British Sector of Berlin. 

In the summer of 1947, OMGUS by agreement with Joint Export-Import 
Agency (JEIA): Bizonal Executive Committee, Minden; and Verwaltungsam 
fuer Wirtschaft (WaW) (Administrative Office for Economy), entered into a 
contract with the Department of the Army for the shipment to Bremen of 
40,000 tons of surplus quartermaster and medical corps supplies from the United 
States, These goods were obtained on a deferred charge basis at fair prices 
with JEIA establishing a trust fund out of category B receipts for the payment 
of all packing, crating, handling, and shipping charges from the United States 
to Bremen. These supplies were distributed by STEG in the Bizonal Area in 
accordance with the disposition instructions of the VfW in the same manner 
as other United States surpluses from within the theater. 

On January 21, 1948, a contract known as the Bulk Transfer Agreement was 
entered into between the office of Foreign Liquidation Commission (OFLC) 
and the Bizonal Economie Administration for the release into the German 
economy of all unsold United States surplus goods then in possession of OFLC 
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in the German theater and to be declared surplus by EUCOM to OFLC from that 
date through September 30, 1948. This contract was based on “as is, where 
is,” condition of materials and provided for payment of 21 percent of the acquisi- 
tion cost to the United States Government. The cost value was to be entered 
on the books of OFLC as a deferred charge against the proceeds of future German 
exports. 

A second agreement dated January 21, 1948, dependent upon the “Bulk Trans- 
fer Agreement” was entered into between EUCOM and the Bizonal Economic 
Administration, specifying that all United States surplus goods released to the 
German economy from the beginning of the occupation through January 21, 1948, 
would be revaluated as a deferred charge at 21 percent United States acquisition 
cost With the exception of Scrap and waste which remained at fair value. 

It was estimated that the acquisition cost of materials and equipment of 
United States origin turned over to STEG would approximate $1,000,000,000 and 
that ex-German goods would amount to approximately RM1,500,000,000. 

The following major programs are involved: 

1. Demilitarization of all ex-German ammunition, bombs, explosives, etc., as 
well as any United States surpluses of these materials. 

2. Demilitarization of all other armament materials and equipment. 

3. Salvage and reclamation of all aluminum, particularly aircraft scrap of 
both German and United States origin. 

4. Segregation and declaration of all materials and equipment found among 
the ex-German war materials released, that are subject to restitutions. 

5. Salvage and reclamation of all strategic and critical materials, including 
nonferrous metals other than aluminum for theater stockpile to support the con- 
tinued maintenance of the American Occupation Forces. 

6. Acquisition and disposal into the German economy of all other ex-German 
war materials and equipment. 

7. Acquisition and disposal into the German economy of all United States Army 
surpluses released, including the demilitarization and dyeing of certain types 
of United States Army clothing. 

8. Demilitarization and disposal of ex-German navy inland vessels and coastal 
boats with financing of the conversion of the applicable vessels for use in the 
fishing fleet. 


Secrion II.—BULK TRANSFER OF UNITED STATES ARMY SURPLUS 


The Army-Navy Liquidation Commission was established on December 28, 1944 
by the War and Navy Departments’ to dispose of United States surplus war ma- 


terials existing outside the continental limits of the United States. This Com- 
mission started its operations in Paris on July 2, 1945. On September 27, 1945, 
by Executive Order No. 9630, the Commission was abolished and its functions 
transferred to the State Department under the Office of Foreign Liquidation 
Commission, with branches in the Far East, Canada, and South America, for 
disposal of United States Army surplus muierials located in those areas. 

OFLC in Paris had jurisdiction over Europe proper, the British Isles and 
North Africa, and maintained branch offices in Cairo, Rome, Casablanca, London, 
Bern, Brussels, Oslo, Stockholm, and Copenhagen. During this period sales by 
OFLC were made only from surplus materials outside Germany, the greater part 
of which was left by the evacuating Army in France, Great Britain, Italy, Bel- 
gium and Norway. Surplus materials in Germany were not involved in OFLC 
disposals until June 1946. 

As of June 1946 the Army made available certain tonnages of surplus materials 
which were located in the United States depots in the American Zone of Germany 
and some small quantities of items located in Austria. 

OFLC-Paris then established a branch office in Frankfurt, Germany, which 
later had its headquarters in Bad Orb, moving later to Heidelberg and finally 
to Marburg, Germany. 

Technical and sales staffs were installed in some 30 depots in Germany, and the 
sale of surplus materials in Germany was well under way by September 1946. 
Sales were first effected through sealed bids and later by fixed catalogue prices 
published twice monthly. 


1 War Department Memo, No. 850—45, dated January 27, 1945, and letter of the Secretary 
of the Navy, dated February 1, 1945. 
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This procedure continued until the signing of the Bulk Saies Agreement on 
January 23, 1948, between OFLC and the German Bizonal Economic Council. 
This agreement established the basic principles under which surplus United States 
Army materials were transferred to the German economy at 21 percent of 
acquisition cost. Payment was to be made in dollars from future proceeds of 
German exports, with provision for partial or total payment in Deutschemarks 
if desired by the Government. After sales of goods into the German econoniy or 
for export, and after deduction of operating expenses, Steg was required to 
deposit the net Deutschemark proceeds in the Bank Deutscher Laender as pub- 
lic collateral against the deferred charge. 

The Bulk Transfer Agreement was between the Government of the United 
States and the Bizonal Economic Council, acting under authority of Regulation 
88 of the United Kingdom Military Government for Germany and of Proclama- 
tion 5 of the United States Military Government for Germany. The agreement 
concluded that the United States would sell to the Bizonal Economic Council, 
as is and where is, all property in Germany declared by the Army to OFLO 
for disposal as surplus, on or before September 30, 1948. The following speci- 
fied materials were excluded from transfer by the agreement : 

(a) Property which the Army determined to be nondemilitarized combat 
material, including ammunition, or flyable aircraft, or components and spares 
suitable for use with respect to flyable aircraft ; 

(6) Air navigation, communication, weather, and other special technical 
facilities of air navigation, communication, and weather-control units ; 

(c) Serap, salvage, and waste materials. For the purposes of the agree- 
ment, scrap included property determined by the Army to be of value 
primarily for its scrap content and may include items which have some 
residual value for use in their present form ; 

(ad) Property of lend-lease origin ; 

(e) Property not specifically listed above but which was not permitted to 
be owned, manufactured, imported, exported, transported, or stored, pur- 
suant to decisions of the Allied Control Council for Germany ; 

(f) Property which, on or before the effective date of the agreement, had 
been sold or committed for sale to others or which, in the judgment of the 
Central Field Commissioner for Europe, acting for the United States, was on 
the effective date thereof the subject of negotiations from which he could not 
fairly withdraw ; and 

(g) Such other property declared surplus as the United States might, in 
exceptional cases, Withdraw from surplus before transfer to the Bizonal Eco- 
nomie Council. 

To carry out the provisons of the Bulk Sales Agreement and future Army 
directives pertinent thereto, OMGSTEG Branch,, Commerce and Industry Group 
of the Bipartite Control Office, was designated as the organization to act as 
liaison between Army, STEG and OFLC and to furnish counsel and advice to the 
German economy. 

The Army established a total of 33 depots from which bulk transfers were to 
be made and also calculated its original estimates of tonnages for each. The 
35 depots included 13 Ordnance, 5 Quartermaster, 3 Signal, 5 Engineer, 1 Chemi- 
cal, 3 Air Force, 2 Transportation Corps, and 1 Medical. The Army estimated 
the total tonnages at approximately 800,000 in the initial stage. 

The detailed procedure, by EUCOM directive, for transfer of the stocks of a 
depot follows: Notification was to be forwarded by EUCOM to OMSTEG giving 
the location of the depot, the estimated tonnage available to STEG, the general 
classification of the items, and whether STEG would be assigned all or part of 
the installation for disposal. In some cases stocks were made available which 
were moved from the declaring depot and consolidated with similar stocks in a 
depot where STEG had received part of the real estate. OMSTEG, upon receipt 
of notification, advised STEG, which named a Reconnaissance Party from its 
organization. This party consisted of executives and German technicians who 
were specialists in the type of items available at the location. This group was 
actually a planning party to establish the size and type of permanent organiza- 
tion that would be required to check, inventory, administer, furnish security, 
and coordinate the sales effort on the items. Following the inspection by the 
Reconnaissance Party, STEG named an Advance Party to enter the depot for a 
two-week period. This Party, by directive, had the primary function of checking 
the Army stock records at the location. The system of testing the accuracy of 
inventory records was to select a number of typical items listed on the bulk 
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transfer documents, not to exceed 2 percent, and verify the physical presence of 
the items against the Army stock record quantity. 

After a depot’s stock had been checked to STHG’s satisfaction, two Transfer 
Agents were named by STEG who, on a designated day, met with the Army 
Custodian and by their signatures to the transfer documents took over custody 
and monetary responsibility for the stocks. 

By EUCOM directive, all of these operations for all depots had to be completed 
by September 380, 1948, together with a total of approximately 40 special releases 
of miscellaneous items in quantities from 50 to 5,000 tons at additional locations. 

Changing conditions subsequent to the signing of the Bulk Transfer Agree- 
ment in January 1948 necessitated a reduction in the EUCOM estimate of total 
tonnages. Theater requirements changed, planning changed, excess stock bal- 
ances varied, and other Bizonal projects created need for reapportionment. In 
addition, there were presented lists of specific items which were withdrawn from 
both excess and surplus for return to the Army, so that the final tonnage involved 
in the Bulk Transfer Agreement to the German economy was different from 
the Army’s original estimate. 

After receipt of the stocks, STEG carried out its sales program for disposal 
through auctions, negotiated sales and catalogue listings, together with 65 direct 
retail outlets to consumers. 

The range of items transferred to STEG comprised large quantities of cloth- 
ing of all types, including men’s and women’s underwear, shoes, hats and caps, 
cloves, overshoes and arctics, and socks; axes, canteens, cans, canvas cots, forks, 
knives, spoons, picks, shovels, rope and tents; toilet articles, including tooth 
brushes, powders, combs, shaving brushes, hand mirrors, creams, lotions; also 
soda, salt tablets, baking powder, and vitamin tablets. From the Engineers STEG 
received road machinery, such as scrapers, bulldozers, angledozers, steel plates 
and shapes, tractors, cranes, generator sets, water purification units; hand tools 
of all kinds, from saws, chisels, and screwdrivers to shovels, augers, bits, shears, 
and wrenches; as well as tapes, concrete mixers, bolts, nuts and washers, sanitary 
supplies, sinks and pipe. The Transportation corps turned over many tons of 
springs and journal boxes for railway cars, wire rope, barges, floating cranes, 
lens for marine and railway signal lights, blocks and tackle, slings, ete. 

The Chemical Service transferred decontaminating units in considerable quan- 
tities, together with various oils. These units are adaptable to control of farm 
and orchard pets, as disease-preventive sprays, and for road oiling. 

The Signal Corps contributed more than 8,000 different items which included 
small electrical washers and screws, many types of wires, insulators, crossarms 
and brackets, radio tubes, sockets, condensers, resisters, and many types and 
models of electrical switches, panels, and fuse boxes, 

Ordnance turned over thousands of tires and tubes in addition to practically 
all types of vehicles used by the American Army, from quarter-ton two-wheel 
trailers to 30- and 40-ton tank-retrievers, jeeps, °4-ton trucks, 214-ton 6 x 6 and 
on up, through heavy wreckers and specialized equipment. Many items were 
included, which had been demilitarized, after which there was a use for them 
in the civilian economy. In addition to the vehicles, Ordnance included thou- 
sands of tens of components and spare parts for maintenance and repair of 
transportation items. 

The total tonnages transferred by the Army under the Bulk Transfer Agree- 
ment at 21 percent of the Army’s acquisition cost was originally estimated to be 
worth approximately $875,000,000. ‘This figure did not include freight, handling, 
and shipping charges. 


Secrion III—UNttep STates ARMY Supplies RELEASED TO THE GERMAN ECONOMY 
ON QUANTITATIVE Recerpr BAstis 


Following VE-Day, May 8, 1945, the United. States Army and Military Govern- 
ment were confronted with Germany's serious need for many types of Army 
supplies and equipment to assist in the economic rehabilitation and in preventing 
disease and unrest. The needs of the Displaced Persons Program and of the 
detention centers were also to be filled from supplies furnished by the Civil 
Affairs Division of Military Government. The United States Forces, European 
Theater, set about to determine surpluses within the United States Zone of 
Occupation and to make these surpluses known to the Military Government. 
Lists of materials were submitted to the Laenderrat (Council of States, now 
superseded by Bizonal Council) for the American Zone at Stuttgart for review 
and selection of required items. Some materials, not surplus, were requested 
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from the United States Army. In requesting these materials, certification was 
given both as to need and to the acceptance of their cost at fair values as a 
dollar charge against the proceeds of future exports from Germany. The Army 
then released the materials through the Military Government for use in the 
German economy. 

In the beginning, surplus Army goods was handled by a special section in 
each of the Landeswirtschaftsaemter (land economic offices) in the American 
Zone. A representative of this office signed the quantitative receipts in addition 
te a member of Military Government. The net proceeds accruing from the 
sales were placed in special bank accounts. Significant in the earliest releases 
was approximately 2,000 tons of medical corps items badly needed by the German 
physicians and hospitals and that large quantities of food, clothing, etc., were 
released for the care and maintenance of displaced persons. 

Following the establishment of STEG, it was assigned the responsibility of 
control and distribution of these surplus materials. STEG’s functions consisted 
of warehousing, custody, and sales of United States surplus goods. It took 
over the material, signed the quantitative receipts, completed inventories and 
condition analyses and established preliminary prices in coordination with Ger- 
man price-control authorities. Until January 1, 1947, the Laenderrat directed 
STEG in the distribution to be made of the materials taken over and confirmed 
the prices to be charged. Subsequent to January 1, 1947, this responsibility 
became bizonal and the price and distribution instructions came froin the VFW 
(Verwaltung fuer Wirtschaft) (Department for Economy) to STEG. Also 
subsequent to January 1, 1947, all United States surplus materials were dis- 
tributed on a bizonal basis and STEG then established accounting offices for 
this purpose in the laender of the British Zone. 

At times, release of the materials was not in accordance with established 
procedure and passed through channels other than STEHG. STEG, however, was 
responsible for retroactive accountability for all the United States surplus 
releases except for displaced persons and detention centers. Thus, considerable 
quantities of United States materials were released to the Reichsbahn when the 
transportation corps (later the transport division of Military Government) was 
initially involved in the Reichsbahn operations. Similarly, Signal Corps equip- 
ment was released to the Reichspost, engineer equipment and materials was 
released to the Reichsautobahn and engineer equipment and transportation 
corps equipment was released to the German inland water transport. [urther. 
there were such things as Operation SPUD, in which the Army furnished their 
trucking companies to assist in the harvest and distribution of potatoes in the 
late fall of 1946. The POMAS Action released approximately 12,000 United States 
surplus vehicles through the German Motor Traffie Office which was utilizing 
rebuilding facilities of the Bavarian and Hessian Trucking Companies and of a 
group of smaller shops in Wuerttemberg-Baden. 

All of these releases, regular and irregular, created many a headache for 
STEG. Hospitals did not wish to pay retroactively, contending that the mate- 
rials were given to them without charge, and they would not have accepted them. 
had they known there were to be paid for later. Government organizations 
objected to paying on the basis that STEG was also a governmental agency; that 
the deferred charge covered the payment and they should not be required to pay 
out of their public funds. Many instances occurred where the validity of the 
quantitative receipt was denied on the basis that it had been signed without the 
recipient’s approval; or that the signature had been copied from a United States 
Army stock record card and that the recipient had never received the quantities 
listed or that the materials received were not new or slightly used as stated but 
badly worn and virtually scrap and waste. However, STEG-was reasonably 
successful in effecting retroactive accountability and payment against most of 
the releases of the surplus materials under this program. STEG, of course, could 
not collect for releases made to the Displaced Persons program or to the deten- 
tion centers. 

STEG is reported to have effected retroactive collections on the old proceeds 
accounts of United States surplus materials released hetween the date of oceupa- 
tion through September 1, 1946, in the amount of RM. 42,191,000 at an expense 
of RM. 1,705,000 or approximately 4 percent of the gross values. From the begin- 
ning of STEG, September 1, 1946, through currency reform, June 21, 1948, STEG 
is reported to have collected RM. 67,272,310 at an expense of RM. 6,829,000 or 
10.2 percent of gross sales. STEG deposited these net proceeds in the amount 
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of RM. 100,929,320 in the Bank Deutsches Laender, and these funds were com- 
pletely liquidated by the currency reform laws. From currency reform, June 21, 
1948, through the end of November 1948, STEG sold DM. 14,904,951 of United 
States surplus materials taken on the quantitative receipt basis at an expense of 
DM. 3,188,049, or 20.9 percent of gross sales. The over-all expense in handling 
all United States surplus materials transferred on quantitative receipt from the 
date of occupation through November 30, 1948, is 9.7 percent of gross sales, 
totaling RM./DM. 124,368,261. 

The variety of goods released under this program is extremely interesting. 
The German economy needed all types of bags and sacks, not only for handling 
foodstuffs, but for coal for Berlin. All types of surplus bags and sacks were 
released to the German economy through STEG on quantitative-receipt basis. 
For example, 398,417 duffle bags were furnished the Berlin coal airlift, 54,000 
coffee bags were released to the German public utilities for flood-water protec- 
tion of rivers, and approximately 4,000,000 bags and sacks of grain, flour, and 
vegetables were released to the German food and agriculture officials. 

All scrap rubber from United States Army depots went through STEG into 
the German plants producing tires, tubes, and other rubber products, thus reduc- 
ing the amount of scrap rubber required to be imported by JEIA (Joint Export- 
Import Agency).2. Among the finished rubber products was a single release of 
1,690,000 soles and 1,868,000 heels requiring over 100 rail cars to move. Over 
400,000 gallons of used engine and contaminated oils, greases, and gasoline were 
sold by STEG to German refining or reclaiming firms; those materials were 
critically needed in the German economy. All kitchen and mess-hall waste, 
including spoiled food stocks, were released through STEG to the German 
farmers. 

Most of the textiles for the miners second incentive program in December 
1947 were forwarded by the Quartermaster through STEG on quantitative 
receipts. This included approximately 335,000 pairs of socks and like quantities 
of mackinaws, underwear, and sweaters. The Reichsbahn, in December 1947, 
got in a single release through STEG, 115,800 pairs of shoes, 100,000 fieid jackets, 
200,000 pairs of heavy work gloves, and smaller quantities of other items, in 
answer to its urgent request. 

All of the stocks in the Weinheim Medical Depot, including valuable narcotics, 
were released to STEG on quantitative Receipts: The transfer included large 
quantities of drugs, chemicals, surgical dressings, surgical instruments, labora- 
tory, dental, hospital, and X-ray equipment and supplies, plus field equipment 
and supplies. The original cost of these items is reported as $2,732,416. Fur- 
ther, there was released to the Reichsbahn all United States Army rail cars 
totaling 25,255 units, including 11,097 gondolas, 8,679 box cars, 3,464 flat cars, 
847 cabooses, 583 tank cars, and 585 refrigerator cars. The original cost to the 
Army for these cars is reported to be $45,539,800 and at the time of transfer 
value was appraised at $23,733,960. 

Part of the bulldozers, trucks, trailers, cranes, etc., required on the Repara- 
tions Program were furnished on quantitative receipts, the equipment to be 
returned to STEG for sale elsewhere when the reparation job was finished. 
Further, all of the trucks, detonators, etc., required by STEG on its Ammunition 
Program were furnished on Quantitative Receipts and paid for to the Bank 
Deutsches Laender from CEM (Captured Enemy Materials) funds. Games 
and sporting equipment, tents, cots, blankets, and similar items were furnished 
the GY (German Youth) Program which included the students housing project. 

In January 1948 a Bulk Deal Contract was signed between the OFLC and the 
Bizonal Economic Council and at the same time, contingent upon this contract, 
an agreement was entered into between HQ EUCOM and the Bizonal Economic 
Council. The latter agreemert was to reevaluate the deferred charges for all 
United States surplus materials transferred to the German economy in the past 
at 21 percent of its original acquisition cost. Since most of these materials 
transferred, especially for the Dispiaced Persons program, were new or ready 
for issue, their fair value averaged about 81 percent, making a reduction in 
deferred charge of about 61 percent, excluding the rail car transfer. Another 
item furnished, an incentive measure known as “noon meals,” was canceled 
outright. 





2As of December 31, 1948, this amounted to 23,091,066 pounds consisting mostly of 
unserviceable tires and tubes which were charged at approximately 3 cents a pound. 
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The magnitude of the QR program and the effect of the reevaluation agree- 
ment may be gaged by the deferred charges by technical services shown in the 
following tabulation, corrected to July 1, 1950. 





| Deferred charge at 21 per- 
¢ cent of cost value ! 
Technical Service 





German | Displaced 
economy persons 





Special Services 37, 706 27, 114 
Chemical Corps__-- 382 | 
Transportation Corps... 
Ordnance_____.._. deka 10, 164, 444 | 

Ordnance Ammunition. - ar P 13, 921 | 
PERE OP. dn aad uc ca Coe See nasadaetes | 1, 173, 078 

Air Force 1, 800, 309 |_...-- 
SEATED Sa eg es Rey ead Cee hn ena Sr ONG ee PLe Ps See 868, 354 |. ‘ 
Engineers ‘eteses 764, 472 888 
Quartermaster ie 31, 454, 541 17, 944, 830 





Subtotal. 56, 610, 923 | 18, 117, 255 


74,728,178 | 2355, 848, 470 





1 All scrap and waste at fair value. 
3 Cost value. 


The deferred charge based on the original agreement at fair value would 
have been about $234,596,764 plus noon meals of $2,500,703 and rail cars at 
$23,733,960, or a total of $260,831,427. The reduction of the deferred charges 
for all materials transferred under the Quantitative Receipts program is, there- 
fore approximately $186,103,248. 

The dollar deferred charge converted on a 30-cent DM. basis is about DM. 
249,093,930, and of this amount STEG could not have collected anything against 
the Displaced Persons account, amounting to approximately RM. 60,390,853, 
leaving a balance for which STEG is held accountable of RM./DM. 188,703,077. 
Up to currency reform, June 21, 1948, STEG had collected RM. 126,877,468 and 
expenses of RM. 14,955,707 leaving a balance of 111,921,761 of which RM. 100,929,- 
310 had been deposited in the Bank Deutsches Laender. All of these RM. 
holdings of STEG were liquidated by the currency reform. Since currency reform 
and up to July 1, 1950, STEG did deposit DM. 48,756,376 in the Bank Deutscher 
Laender and was holding back certain amounts for liquidation reserve, custom 
taxes, etc. The balance for which STEG is responsible to collect or reconcile is 
reported to be approximately DM. 28,024,940. 

This appears to be an academic figure since currency reform not only liqui- 
dated all STEG finance including deposits in the Bank Deutscher Laender but 
reduced all outstanding accounts, receivable and payable, to 10 percent of their 
value. It is to be noted that all the Quantitative Receipts materials except the 
continued scrap, waste and small releases were transferred before currency re- 
form and if STEG had sold them promptly and collected the money the total 
Reichsmarks received would have been lost by currency reform. Only the fact 
that there were delays in selling the gocds and collecting the money makes 
possible any significant Deutschemark revenue to create a public collateral fund 
against the dollar deferred charges. The revaluation agreement states that 
with the consent of the appropriate occupation authorities, the United States 
Government may require the accelerated payment of any part of the unpaid 
purchase prices in local currency for use by the United Sfates Government ; 
credit against the purchase price shall be given of the agreed dollar value of 
such acceleration. 

Thus, STEG’s obligation as the agent of the Bizonal Economie Council and 
later the Federal Government was to sell at best prices or at least at equiva- 
lent deferred charge prices, plus its own expenses and to deposit the maximum 
revenue in the Bank Deutscher Laender account consistent with the social pro- 
grams and economic policies of the Department of Economics of the Bizonal 
KEeonomiec Council and the Federal Government. However, since STEG did not 
fix or control prices, or establish distribution and selling policies, its obligation 
was reduced to selling Quantitative Receipts materials as quickly as possible 
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and with least expense. No more United States Army materials were released 
on quantitative receipts as a deferred charge after April 1, 1949. 

The final accounting of this program will probably show some reduction in the 
deferred charges since downward changes are known to have been made, such 
as recent transfer back to the Army of 2 number of rail cars. The final revenue 
to STEG should also improve, bringing this large program into monetary balance 
so far as STEG is concerned. 


Section IV—Arrcrart ALUMINUM RECOVERY PROGRAM 


At the close of the war, the American military forces in the American Zone 
of Germany were in possession of all types of aluminum aircraft scrap, repre- 
senting a part of the destroyed Luftwaffe at German airfields and depots, and 
had legal title to quantities of other aluminum captured in the closing days of 
the war. As the American forces settled down to occupation tasks, a consider- 
able surplus of all types of American aircraft developed which, in general, it 
was not feasible to return to the United States. They were generally in poor 
state of maintenance, battered and worn. Many were obsolete or nonstandard 
and were of no use to an ever-modernizing air force. 

In 1946 there was a serious shortage of aluminum in the United States and 
much consideration was given to reclamation of aluminum contained in aircraft 
and other equipment in possession of the United States occupation forces in 
Germany. Further, a quadripartite decision forbade the manufacture of either 
alumina or aluminum in Germany and thus established that the aluminum re- 
quirements of Germany would be imported. Germany badly needed this metal 
to satisfy many peacetime requirements, but, in addition to the world-wide 
shortage of aluminum there was the shortage of dollars with which to procure 
it for Germany. 

After several months of discussion and exchange of cables and letters on the 
subject between HQ. USFET (United States Forces, European Theater (prede- 
cessor to EUCOM)), OMGUS (Office Military Government for Germany (US)), 
and the War Department, a solution was found in August 1946 to the scrap- 
aluminum problem in Germany. An agreement was made to reduce to ingot 
form all aluminum scrap in the American Zone of Germany—both captured 
enemy material and that of United States origin. Half of the aluminum was 
to be returned to the United States for sale through OFLC, and the other half 
to remain in German economy to compensate for the cost of collecting, segregating, 
and resmelting the aluminum, including the power and fuel requirements. 
OMGUS was made responsible for the execution of the program and, in turn, 
transferred responsibility to the German Public Corporation, STEG. STEG, 
then known as GER, reserved to itself such control and supervision as was 
considered necessary. The program, conducted entirely by STEG without cost 
to the Unietd States Government, was expected to be financially self-liquidating 
but would require initial capital in its early operation. Deficit financing was 
authorized, as necessary, to be paid from the net proceeds of the sale of CEM 
(Captured Enemy Material). 

As the war had progressed, the Germany ministry for Armament and War 
Production was forced more and more into a program of reclaration and salvage 
of its own and allied crashed aircraft for maximum recovery of aluminum and 
usable parts or materials. Reciamation and salvage areas and collecting points 
were established by the Germans, and smelting plants were organized to receive 
and reduce to ingot or pig form the scrap aluminum fed to them from these 
installations. Although this organization covered all of Germany, STEG 
organized its program along similar lines, restricted to the American Zone. 
lt was necessary. for STEG to employ promptly adequate technically skilled 
personnel, and to subcontract with the smelting plants, and other organiza- 
tions, for the segregation and cutting up of the aircraft as well as transportation 
to smelting plans and reduction of scrap aluminum to ingot form. 

The program was inaugurated on October 1, 1946. At that time all of the 
aluminum aircraft scrap of either German or United States origin, or both, was 
released to STEG from 23 United States Air Force depots or airfields in Bavaria, 
7 in Land Hesse, 2 in Bremen, and 1 each in Wuerttemberg-Baden and Berlin, 
plus United States Army installations. The estimated aluminum scrap in long 
tons at these installations was approximately 14,500 tons of United States origin 
and 8,000 tons CEM. In addition, there were a considerable number of German 
airfields or landing strips containing crashed or scattered aircraft. The exact 
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tonnage of aluminum scrap is not known, but was originally estimated at 35,000 
tons from United States airplanes, containing an unknown amount of non- 
aluminum parts or subassemblies, leaving perhaps a net of probably 25,000 tons. 

In all, 15 smelting plants were engaged in this program. Each smelting plant 
was assigned aluminum scrap from airfields and installations in its vicinity to 
shorten the transportation haul. In addition to fixed smelting plants, two smelt- 
ing furnaces were installed on airfields in Bavaria at Holzkirchen and Pensing 
for resmelting directly on the fields. A smelting furnace was set up by the firm, 
Oetinger, Weissenborn at the former Lorenz plant in Berlin-Tempelhof for the 
resmelting of all aluminum scrap from the Tempelhof airfield and elsewhere in 
the United States Sector of Berlin. Smelting plants at Ludenscheid and Dort- 
mund in the British Zone resmelted all aluminum scrap generated in Land 
Bremen. In October 1946 STEG began subcontracting with private German 
salvage firms for dismantling, segregating, and cutting up the aircraft into 
aluminum scrap at the various airfields and installations. With but a few excep- 
tions, these clearance operations were conducted through private firms. However, 
at some installations, STEG operated its own crews. 

The aluminum aircraft scrap was segregated into three general groups for 
separate melting into ingot form. Approximately 60 percent of aircraft scrap 
falls into group 1, called “reworkable aluminum alloy.” This alloy will have an 
analysis that would be an average of the German specification numbers 111, 112, 
113, and 121. Approximately 20 percent of the aircraft will fall in group 2, called 
“casting alloy aluminum,” and will have an average analysis of the German speci- 
fication numbers 131, 132, 211, 212, 221, 223, 231, 232, and 311. The remaining 20 
percent will fall in group 3, “production aluminum alloy,” and will have an analy- 
sis that would be an average of the German specification numbers 411, 412, 415, 
and 414, 

All the above groups are alloys of copper, silicon, manganese, magnesium, etce., 
with a probable minimum of 85 percent to a maximum of 95 percent pure alumi- 
num. Group 1, reworkable alloy aluminum, may be reproduced in sheets, strips, 
profiles, ete., for general building and other uses with a minimum amount of 
purification or addition of pure aluminum. It cannot be used without complete 
refining for the manufacture of food or liquid containers due to the possible con- 
tamination from certain of the metal alloys. Group 2 may be used to produce cast- 
ings for the manufacture of all types of machine parts.’ Group 8 is classed as a 
reduction alloy aluminum and, in general, must be refined before it can be worked 
or put into practical use. 

The following are typical analyses taken from individual melts at random as 
reported by the smelting plants at the time of shipment of the ingots to the United 
States Army. The weight of each melt will vary from one to three metric tons due 
to melting or mould capacity of the plants: 

















' i | | 
Date | } } | 
Plant 1948 Cu Zn | Si | Fe | Mn; Mg! Pb 

Karl Schmidt, Vaihingen.__ _......-| Oct. 22 | 4.26 | 0.09 | 0.39! 0.39! 0.59 1.56! 0.00 
Alumettal & Schmelzverk, Nuernberg_ SARS Oct. 8] 3.24] 1.54) 1.23] .54 5612321 15 
Karl Oetinger, W eissenborn PTE e See Nov. 3| 4.09] .15| .56 .42 .54 1.58 .21 
Wilhelm Zimmer, Giessen_. canpstiient: be: TL eee fos Se Y toe tek. 
Burger Eisenw erke, Ehringhausen emdieeoue ie Aug. 5 | 4.00 if}. @y".8 sOn + B36 12..4.. 
VAW-Rottwerk, Pocking s-ceee-oe---------| July 10} 3.94] .15 | .68| .62 | .76) 2.97 | 30 
Te nn 0 eee nt ehh gp eA neahdind | July 28 | 3.74; .16] .47| .60! 1.72 bY CaS 
Siegfried Junghans, § Schorndorf......------._--_ cay Ol aa | seat eet ae 51 41 31 
Krahe & Co., Asperg PAE cesta gnteddcaeu. | Sept. 25/1 3.50] .90] .60! .60/ .60! .70 42 


No facilities existed in the American Zone of Germany for refining alloy 
aluminum to obtain higher degrees of purity and, of course, the percentage of 
alloys directly affects the end use of the aluminum in the German economy. It 
was agreed, therefore, that STEG could retain as a part of the 50 percent of 
the total aluminum for the German economy, all pure aluminum, all aluminum 
in finished or semifinished form, such as rounds, sheets, profiles, etc., and special 
alloys obtained from the aircraft engine parts. In general, the Army would 
receive, in its half, all of the aluminum produced in groups 2 and 3 above. At 
that time, the price of secondary aluminum ingots in he United States varied from 
15 cents per pound for grade 1 of 9744 percent pure aluminum to 12 cents per 
pound for grade 4, down to a minimum of 85 percent pure aluminum. These 
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prices were increased by 2 cents per pound for ingots that were standard and 
uniform in size and stamped with grade samples. 

Under the terms of the agreement the 50 percent of the aluminum to the Army 
was to be delivered in pig or ingot form weighing not less than 20 pounds each. 
An analysis was made by each smelter for each melt poured into ingots or pigs. 
Each of the ingots or pigs was stamped with an abbreviation for the name of the 
smelting firm and a code number for the analysis. Copies of each analysis were 
furnished to HQ EUCOM at the time the shipments were being made to the 
Army. In the beginning, shipments were made to Rothenbach Ordnance col- 
lection point in Bavaria, until the aluminum stockpile appeared sufficient to 
meet the Army’s needs for maintenance and manufacturing purposes through 
1952. Later all aluminum ingots or pigs were shipped to the Luebberstedt 
Ordnance depot in Bremen for reshipment to the United States. In addition to 
half of the aluminum, STEG received all of the nonaluminum materials, parts 
and subassemblies from the aircraft. This included oil remaining in crank 
cases; hydraulic systems, rubber tires, ball bearings, crankshatts, ete. 

Initially it was planned to have all smelting plants in the American Zone of 
Germany working on this program. The monthly melting capacity of the six 
plants in Wuerttemberg-Baden was 1,084 metric tons; of the six plants in 
Bavaria, 1,750 tons; and three plants in Land Hesse with a capacity of 1,300 
metric tons; or a total of 4,185 metric tons per month. This production was de- 
pendent upon continuous melting which actually was never achieved, Produc- 
tion never exceeded 1,000 tons in any month. 

Initially each plant had difficulty in obtaining fuel, power, labor, transporta- 
tion, and a sufficient stockpile of prepared aluminum scrap to keep furnaces 
running continuously for any length of time. The production rate of cutting, 
segregating, etc., the planes into prepared scrap at the many locations varied 
considerably due to inclement weather, lack of cutting torches, acetylene tools, 
proper clothing, transportation facilities, and unavailability of a warm noon 
meal for the employees. Efforts to overcome these difficulties were not suc- 
cessful, since nearly all other work of equal or greater importance was faced 
with the same handicaps, each industry competing to obtain the limited facilities 
and benefits. 

All engines were removed from aircraft wherever found in depots or fields 
and were shipped to STEG disassembly centers—three in Bavaria, three in 
Land Hesse, and one in Wuerttemberg-Baden. As of December 21, 1948, there 
were approximately 23,351 engines, of which approximately half were of United 
States and German origin. United States engines included models R1820, R2600, 
R2800, V1650, and V1710. The German types included models BMW 132, BMW 
801, Daimler-Benz types 603 and 605, Junker motors JUMO 211 and 213, Hirsch 
and miscellaneous TURBO models. As of January 31, 1949, 14,854 engines had 
been disassembled, of which 7,804 were United States and 7,550 were German 
make. None of the United States engines or spare parts were permitted to be 
exported, and it was established that they were not wanted by HQ USAFE or 
for return to the United States. The German engines and spare parts, except for 
ball and roller bearings, were permitted to be exported to allied or other approved 
countries having German noncombat or commercial and training planes in 
operation and in need of spare engines or replacement parts. Since no aircraft 
engines were to be made in Germany in the foreseeable future, it was to their 
interest to acquire their needs from STEG. All of the aluminum parts from the 
engines, such as pistons, cylinders, cylinder heads, and engine blocks, ete., were 
channeled into the aluminum reduction program as part of Germany’s share. 

The Holzkirchen field in Bavaria contained from a few to several hundred each 
of nearly all of the types of United States aircraft used in the European theatre. 
from reconnaissance planes to bombers. Most of these planes were lined up in 
neat rows, wing-to-wing. Approximately 5,000 tons of Luftwaffe planes were 
located at Pocking, Bavaria. 

The aluminum program, excluding the disassembly of engines, is reported to 
have cost STIG KM.8,628,000 from the beginning through currency reform, and 
from currency reform through November 30, 1948, DM.3,659,000. For these 
same two periods, STEG sold aluminum and other materials in the amount of 
RM.2,136,000 and 1,448,000, respectively. This resulted in a deficit at the time 
of currency reform of RM.6,492,000—and as of November 30, 1948, of DM.2,191, 
000. The disassembly of aircraft engines cost STEG RM.2,334,000 and DM.1,- 
519,000, with revenue from sale of parts of RM.639,000 and DM.774,000, for the 
above respective periods. This resulted in a deficit to STEG of RM.1,695,000 
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and DM.745,000. The deficits are reported to have been paid, so far, from the 
proceeds of CEM sales and represent a total deficit for both programs (CEM 
Program and Aircraft Aluminum Recovery Program) of RM./DM.8,683,000 
through November 30, 1948. 

Both programs, however, were advanced to a point where they were not only 
self-supporting, but income from sales exceeded expenditures. It is reported 
this was due to the fact that for the first year nearly all of the aluminum 
obtained in pig form was shipped to the Army as part of its half, and much of 
the materials resulting from the disassembly were slow in selling due to lack 
of proper advertising and the finding of profitable uses in the industry for the 
parts generated. 

It was expected that the aluminum program would show a profit since 
December 1948 of DM.1,454,000 und the engine disassembly program a profit of 
DM.1,668,000. Some changes in the program were expected so that the total 
aluminum reduction and aircraft engine disassembly program would probably 
result in an appropriate loss of RM.8,000,000 and a break-even for the Deutsche- 
mark period. 

Through December 25, 1948, STEG had recovered 74,379 ball and roller bear- 
ings from United States aircraft engines and sold 14,751; further, STEG had 
reclaimed 39,763 ball and roller bearings from German aircraft engines and had 
sold 5,155. All sales were to German manufacturers and none were sold for 
export. Most of these bearings are believed to have been made to international 
standards and with the limited production of bearings in Germany at that time, 
the German economy found ready use for them. 

It is doubtful whether the exact quantity of German or United States aircraft 
aluminum scrap in the American Zone of Germany will ever be known. In the 
early days following the occupation and before STEG could get organized and 
bring under control the collection, segregating and resmelting of aircraft scrap, 
an unknown amount found its way into the German industry and was converted 
into infot stocks or finished articles. STEG was ynable to make retroactive 
accountability for this aluminum. Various Army units and other occupation 
organizations, including Military Government and UNRRA, desired many items 
to be made of aluminum, and the German plants frequently acquired aluminum 
from the crashed aircraft without going through channels or effecting accounta- 
bility. Further, aircraft on abandoned or unguarded airfields and crashed air- 
craft frequently disappeared in part or total as aluminum parts were stolen. 

From the start of the program, October 1, 1946, through January 25, 1949, 
STEG had cleared from 148 airfields and installations and moved to the smelting 
plants a total of 25,404 metric tons of aluminum aircraft scrap. Of this total 
19,770 metric tons were cleared from 90 airfields, depots, and other locations in 
Land Baravia alone; 1,786 tons from 32 locations in Land Wuerttemberg-Baden ; 
3,056 tons from 15 locations in Land Hesse; 393 tons from 4 locations in Land 
Bremen; and 449 tons from 2 locations in the United States Sector of Berlin. 
Approximately 496 tons remained to be cleared, making a total of 25,900 tons. 
During the same period, STEG had also removed a total of 4,901 metric tons 
of nonaluminum airplane scrap from these locations. 

Further, STEG removed 17,623 gross metric tons of airplane engines from 
the above locations and delivered them to the disassembly plants. Of this total, 
13,237 tons were from Bavaria; 879 tons from Wuerttemberg-Baden ; 3,110 tons 
from Hesse; 138 tons from Bremen; and 259 tons from Berlin. There remained 
about 500 tons of engines yet to be moved, making a total of approximately 18,100 
gross tons. The net weight of these engines is estimated at 13,200 tons, the 
difference being in crating, packing materials, mud, water, and nonaluminum 
assemblies attached to the engines. 

As of July 1, 1950, the aluminum program was essentially finished, with the 
exception of final bookkeeping. At that date, the total gross weight of removals 
of airplane scrap was 26,186 metric tons, and of airplane engines 19,475 tons, a 
total of 45,661 metric tons. The total production of alloyed aluminum ingots 
was 13,366 tons, of which the Army is reported to have received 10,065 metric 
tons. The difference on the STEG share was made up of aluminum pistons, 
rings, structural shapes, etc., sold into the economy for direct use by industrial 
firms. 

Section V—tTHR CEM (CAprureED ENEMY MATERIALS) PROGRAM 


“CEM” embraces any material intended for war, or which has been at any time 
in use by, or intended for use by, the German Armed Forces or paramilitary 
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organizations, or any members thereof, in connection with their operations. It 
includes the following: 
(a) Arms, ammunition, explosives, military stores and supplies, and other 
implements of war of ail kinds; 
(b) Naval vessels of all classes, both surface and submarine, naval craft, 
whether afloat, under repair or construction, built or building. 
(c) Aircraft of all kinds, aviation and antiaircraft equipment and devices. 

The above definition was established by command of General Eisenhower in 
AG letter, subject : “Control of enemy material in Germany and Austria,” dated 
October 22, 1945. 

Beginning with the occupation and pending development of final disposition 
instructions by the appropriate occupation authorities, much of the CEM was 
put to use and began to find its way into the German economy. This was par- 
ticularly true of items such as military stores and supplies which could be im- 
mediately utilized “as is” or with slight change, such as clothing items, shoes, 
hand tools, and other items in scarce supply but great demand. Outside the 
CEM in immediate Army custody, there was little effective means of control. 
No uniform procedure with fixed machinery existed to regulate uniformly the 
flow and custody of much CEM. 

A considerable quantity of CEM was acquired by German firms and individuals, 
at times illegally, and was sold and consumed in the German economy. Burger- 
meisters and other German governmental officers took possession of CEM and 
deposited at least a portion of the Reichsmarks received from the sales in local 
bank accounts. Property Control of Military Government acquired large stocks 
of CEM and the Army used considerable quantities in creating and maintaining 
‘amps for displaced persons and to serve as detention centers. An unknown 
quantity of CEM has been consumed by the Ariny for its own purposes, Thus, 
even the approximate amount of CEM in the United States Zone would be dif- 
ficult to determine. 

After a series of conferences between -OMGUS and HQ USFET (United States 
Forees, European Theatré—predecessor to EUCOM) together with an exchange 
of cables and letters with the War Department, agreement was reached on the 
disposition of these materials. By cable dated August 27, 1946, HQ USFET di- 
rected the release of all CEM, including scrap in the United States Occupied 
Zone of Germany, to the Office of Military Government for Germany (United 
States) as rapidly as OMGUS could accept the installations in accordance with 
specific instructions. These instructions provided for the return to the United 
States of certain items of equipment of CEM, and all quantities of a list of stra- 
tegic and critical materials. 

OMGUS was required to effect, through STEG, the segregation and accurate 
inventory of all material taken over and to deliver quantitative receipts in ac- 
eordance with the procedure set out in USFET Standard Operating Procedure 
7 J, dated January 9, 1946, as amended. Further, OMGUS was required to 
complete prior to July 1, 1947, demilitarization of enemy combat materials re- 
leased under this program. Security remained a responsibility of the major 
command concerned until the demilitarization was complete, and the chiefs of 
technical services furnished the necessary technical supervisory personnel for 
the demilitarization, i. e., to assure that all such material was rendered unfit 
for combat usage. HQ USFET reserved the privilege to withhold CEM, or re- 
capture any material released, to fulfill the needs and responsibilities of the 
Army, including the care and maintenance of displaced persons and civilian 
internees, who were accorded a priority over the Germans. 

At the time of the above decision, 41 CEM depots or installations in the United 
States Zone were released to OMGUS under this program. In addition, 45 eap- 
tured ammunition dumps also were released simultaneously under the Ammuni- 
tion Program and the CEM Program, since they contained materials other than 
ammunition. OMGUS elected to turn over the CEM program to the German 
Public Corporation GER (later STEG) through the Laenderrat, reserving to 
itself such control and supervision deemed necessary. At that time, a section in 
each of the Landesevirtschaftsaemter had been functioning in the take-over and 
accounting for CEM in their respective laender. These sections were removed 
from the Landesevirtschaftsaemter and formed into Jand branch offices under 
direct jurisdiction of the STEG general office in Munich. 

teleases under this program were without charge to the German economy. 
Each transfer was made on a quantitative receipt and STEG was required to make 
2 detailed inventory, to segregate, classify, price, and sell these goods and equip- 


“ 
. 
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ment into the Germany economy in accordance with distribution instructions of the 
Laenderrat of the United States Zone. It was responsible for complete demili- 
tarization, reporting of restitutable ietms, strategie and critical materials, and 
any items of a list desired by the Army for return to the United States. STEG 
was authorized to deduct legitimate operating expenses and was required to 
deposit the net proceeds from sales in special bank accounts established for that 
purpose in each of the laender. 

STEG was made retroactively accountable for all CEM in the United States 
Zone of Germany and was required to repossess a!l CEM physically or acquire the 
net proceeds of all prior sales of CEM, or to acquire satisfactory records account- 
ing for it. Obviously, STEG could do nothing about any CEM which had been 
used or retained by the Army for its own purposes, or in support of displaced 
persons and detention centers. Further, considerable amounts of CEM were in 
the hands of Governmental organizations such as the Reichsbahn, Reichspost, 
Inland Water Transport, and Reichsantobahn, acquired perbaps during the 
period of their active supervision by the technical services of the United States 
Army or divisions of Military Government. 

In order to offset what it could, STEG created an auditing section, prepared 
operating procedure, trained investigating personnel for the special task, con- 
tacted the involved laender ministries, caused the publication of suitable decrees 
and started practical auditing and collection of such proceeds. As of November 
30, 1948, this work on “old” CEM accounts resulted in 1,206 audits completed 
out of 1,394 total cases known to exist at Stadt, Landkreis, and other liquidating 
agencies and firms. Further, 2,733 were checked and a total of 4,916 receipts 
recorded for all “old” CEM as of November 30, 1948. As of the date of currency 
reform, June 21, 1948, STEG had collected RM. 277,400,000 from these old aec- 
counts, of Which RM. 59,600,000 was accounted for on the above receipts; RM. 1,- 
000,000 reported as Property Control Releases; and RM. 216,800,000 from sales 
outside either receipts of record or Property Control. An additional RM. 2,700,000 
was collected but had to be returned when private legal ownership of the material 
was proven. An additional 180 cases involving legal ownership were pending, 
amounting to RM. 1,700,000. From eurrenecy reform through November 30, 1948, 
STEG collected DM. 275,000 from these old accounts. Currency reform reduced 
the Deutschmark value of the remaining accounts receivable to 10 percent of 
their old Reichsmark value, making many small accounts uneconomical to con- 
sider further. The probable new cost value of these goods to the former German 
Government is believed to be in excess of RM. 1,000,000,000. 

As STEG progressed in absorbing the CEM turned over and in effecting retro- 
active accountability, the application of quadripartitie decisions and implement- 
ing United States Military Government regulations resulted in differences of 
opinion as to the definition of CEM. The United States Army was of the opinion 
that all materials and equipment possessed by any element of the German Armed 
Forces or agents acting in their behalf was CEM, considering that al! landed area 
in the United States Zone was occupied. Thus, no particular difficulties arose 
with respect to CEM released to STEG by the United States Army, either the 
so-called CEM installations or depots, or war materials released from United 
States Army occupied depots. Property Control of Military Government, how- 
ever, believed that CEM was subject to certain restrictions, and could be detined 
as only that material having been reduced to firm possession on or before the date 
of capitulation, May 8, 1945, by the United States Armed Forces or agents acting 
in their behalf. It would appear simple to decide that a German Tiger Tank 
found in a plant being overhauled for the Wehrmacht is no less CEM than an- 
other Tiger Tank destroyed in action and found in the field. Further distinctions 
were made for war materials considered Reich properties or belonging to firms 
producing for the Wehrmacht. All these differences were settled and all war 
materials as defined in ACA law No. 48 were to @e transferred to STEG under 
PC Circular 7 by April 1, 1949. All CEM holdings of Property Control as de- 
fined in P. C. Circular 4 were transferred to STEG as of July 15, 1948, and the 
sum of RM. 28,446,000 was also transferred as net proceeds from prior sales of 
CEM. 

Many firms who made equipment or supplies for the German Armed Forces 
claimed ownership of the materials on the basis that they were never paid for 
or were only loans. In the latter class are hundreds of automobiles confiscated 
or requisitioned by either the German Armed Forces or the United State Army 
with no payment made therefor. Considerable equpiment and materials found 
in transit to the German Armed Forces or legitimate firms, confiscated by the 
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United States Army and subsequently released to STEG as CEM. Proof of 
ownership preceded return of the property to owners. However, in cases where 
individuals were paid for their property, by either the German or United States 
Army, STEG assigned a “priority to buy” instead of returning it. 

As indicated, the transfer of jurisdiction over CEM released to STEG was 
accomplished by use of the quantitative receipt. In evaluating the number of 
quantitative receipts documenting transfers it must be appreciated that they 
vary in their listing from a small number of line items to thousands, and that 
the value of items transferred constitutes appraisal value as determined by 
STEG at the time of transfer. A comparison of STEG’s appraisals with the 
gross sales proceeds achieved as of June 30, 1950 shows that the appraisals 
were conservative as reflected in the following: 


Release of CEM to the German economy 


{Position as of June 30, 1950] 





| 
| Quantity 


| of QRs 


Total entcnitiial 
RM. value 


Total estimated 
DM. value 





Bavaria 
Hesse 
W.-B 
Bremen 
Berlin 


2, 439 





77, 891, 634. 33 
41, 231, 507. 34 
13, 748, 239. 34 
4, 852, 816. 53 
1, 316, 968. 69 


11, 674, 578. 89 
2, 614, 082. 93 
3, 074, 794. 21 
1, 820, 701. 91 

70, 276. 85 








3, 860 | 139, 041, 166. 23 19, 254, 434. 79 





The above estimated value totaling RM./DM. 158,295,601.02 probably repre- 
sents not more than 15 percent of acquisition cost of these materials to the 
former German Government, which would piace full value at approximately 
RM. 1,000,000,000. These quantitative receipts do not include CEM used by the 
Army for the Displaced Persons Program, but some idea of their value may be 
had from the settlement made of the residue of CEM in the displaced-persons 
‘amps at the time of the transfer from UNRRA or Army Control to the IRP 
(International Refugee Organization). The amount of this settlement was 
DM. 2,728,824. Further, these quantitative receipts do not include the value of 
CEM released to the German economy under the Aluminum, Ammunition, and 
Steel Scrap Programs. Moreover, the above tabulation does not include the 
so-called “old CEM,” which were not recorded on regular quantitative receipts. 
The cost value of all CEM, therefore, is believed to have been in excess of RM. 
2,000,000,000. 

STEG was soon busy taking custody of CEM and effecting necessary docu- 
mentation. “Turn it over to STEG” was increasingly resorted to by various 
agencies as STEG’s responsibilities became more widely known. As a result, 
CEM came to STEG from many sources released at various time, in many dif- 
ferent ways from complete occupation ranging from small to large holdings. 

Although STEG acquired all the CEM in depots in the American zone it did 
not take over all of the installations in which the property was found. When 
the installations were not taken over, STEG transferred the materials from 
those depots to other facilities under its control. 


Depots or installations where CEM was released to or processed by STEG 





ere a Still open 
Land Cumulative | Closed out July 1, 1949 





Bavaria__.- 


Wuerttemberg-Baden : 


Se 
Bremen 


273 
64 
65 


99 | 
on 


Berlin (United States Sector).........-.-.-----------------_ : 13 | 


a ee ee eT ete : g 437 | 





Installations varied from large depots, warehouses, or areas requiring hun- 
dreds of personnel to one-room storage facilities, manned by one person. Those 
remaining open continued: (@) to receive CEM collected from various sources, 
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or CEM constituting remaining stocks transferred from closed-out installations, 
(b) to inventory, organize and ready the materials for sale, and to effect neces- 
sary storage, warehouse and selling operations. The number of installations 
continued to shrink as the stocks were sold or exported. 

Since CEM came to STEG from many sources at different times, physical move- 
ment of the stocks was so often required, that STEG adopted the procedure of 
compiling an inventory list of the stocks involved in one transaction or in a 
series of transactions. 


Number of inventories listing CEM transferred to STEG 


Land 








Source of stocks Wuertt- | Berlin 
Bavaria Hesse | Bremen | (United 
Baden | States) 
| States 
| : 





United States installations 333 246 | 
Scattered _...._-- 262 10 | 
Ammunition depots_-............-.....---- 299 
pS ea ae i kt Ig itess be 178 19 | 





Oumulative 1, 072 306 | 
Processed 458 71 


614 235 

















The number of items on an inventory varied from a few to thousands. The 
open inventories became processed inventories only after all items listed had 
been sold. It follows that the open inventories may have been in varying stages 
of being processed from 1 percent to 99 percent. The great bulk of them, how- 
ever, were Well over 8O percent processed by March 15, 1949. 

The CEM turned over included many items of unusual interest, types and 
description. In Bremen the United States Navy released all the removable 
machinery from five German Navy vessels, a German Navy training school, 
mine sweepers and smaller craft, as well as 50 submarines in various stages of 
construction, including 38 submarine Diesel engines, and German naval stores 
and equipment. The submarines were cut up and shipped to the United States 
under a STEG steel scrap export contract. The engines were used for stationary 
power plants or sold under controlled conditions to other countries. 

Twenty former German naval craft on the Danube River in Bavaria were 
released to STEG. They were used as patrol and ferry boats and after demili- 
tarization STEG sold them for conversion to crane barges, shop boats, ete. 
Thirty-four former Hungarian military Danube craft, including pontoons, tugs, 
patrol boats, tankers, barges, and gunboats, were disposed of for conversion to 
commercial uses, however, the gunboats were scrapped. 

Several hundred thoroughbred horses, released to STEG in Laender Bremen, 
Hesse, and Bavaria found their way to the farms. Some were used for develop- 
ment of serum, and other were returned to former owners for racing. These 
horses had been sold to the Wehrmacht and S. S. troops. 159 tons of old military 
mark notes and & tons of Wehrmacht currency printing plates, released to 
STEG by the Foreign Exchange Depository, were shredded and pulped at a 
paper plant. The lead, tin, and antimony in the printing plates were used to 
produce new plates. Asbestos went to plants producing locomotive packings 
for the Reischbahn at a time when train schedules were hampered daily for 
lack of packing material. Significant stocks of narcotics and medical supplies 
were released. Certain narcotics prohibited by German law to be manufactured 
or sold were destroyed. 

The great volume of CEM items handled by STEG and the requirement for 
accomplishing certain related tasks led STEG to establish functional programs 
to effect necessary controls to complete its assignments and projects. The larger 
programs are described in the other parts of this report under the following 
headings: 

Ammunition Demilitarization, Reduction and Salvage. 
Aircraft Motor and Aircraft Disassembly. 
Aluminum Scrap Collection and Reduction. 
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In addition to the above, STEG organized the following projects which like 
the three above were executed in the direct interest of the appropriate occupation 
authorities: 

Army Communication Equipment, Disassembly, and Salvage 

Steel Scrap Export 

Segregation, Removal, and Reshipment of (a) all materials subject to 
restitution (b) all strategic and critical materials 

Financing reconversion to fishing boats of vessels allocated to OMGUS. 

Under the Communication Equipment Disassembly Program, all equipment 
was destroyed as required by ACA Law 43 and exempt equipment was converted 
or sold direct for peaceful uses. Considerable quantities of radio tubes were 
involved, of size and kind not made in the United States Zone, or, at least not 
produced in sufficient quantities to meet needs. Complete equipment for patrol 
cars was furnished by STEG to the German police. The Reichspost, Reichsbahn, 
DENA, and many others received scarce radio and signal supplies. 

Under the Steel Scrap Program, STEG completed its responsibility for de- 
militarization of war materials and cleaned up the quantities of battlefield 
scrap. During 1946, OMGUS, in the interest of revising German trade relations, 
reached an agreement with Czechoslovakia providing for shipment to the United 
States Zone of Czech caolin and coal, sorely needed by the zone’s ceramic industry. 
In Bavaria, particularly, this was geared to the chemical properties of Czech 
coal, and the shipment of steel scrap from the United States Zone at fixed prices. 
The steel scrap which OMGUS had in mind when entering into the agreement 
was that over which it exercised jurisdiction by virtue of the provisions of the 
CEM program. Consequently, since OMGUS passed on to STEG its interest in 
CEM, STEG was the agency for implementation. This agreement committed 
shipment of 50,000 metric tons of demilitarized initially grade A, heavy scrap at 
$18 per ton f.o.b. boarder. Subsequently, by arrangement between STEG and 
the buyers, the specifications were changed to include lighter grades of de- 
militarized steel scrap. It is reported that shipments under this contract were 
completed while Czechoslovakia was still a free republic. 

Other export contracts followed since most of the steel scrap generated in 
the carious STEG programs provided a better revenue than if sold internally. 
A contract with the Richard Nathan Corporation was signed on March 23, 1948, 
for 18,000 tons of heavy steel submarine scrap at $26 per ton, f. o. b. Bremen. 
This contract was completed by April 50, 1949, the scrap going to the United 
States. Another contract, with the Great Lakes Carbon Corporation, Western 
Steel Corporation, and Richard Nathan Corporation as combined buyers, required 
the shipment of 20,000 tons of bomb and shell scrap and 7,000 tons of heavy 
submarine scrap at $28.50 per ton f. 0. b. Bremen. This contract was completed. 
All the scrap went to the United States as required by the contract. This was 
necessary since much of the bomb and shell scrap bad to be melted in a furnace 
or broken up to fulfill the demilitarization requirements of ACA Law 438. In- 
spection for alloy, rejected about 7,000 tons of this scrap at Bremen and Duis- 
burg. STEG sold this rejected quantity as well as all remaining steel scrap to 
German scrap dealers and the Tradimax Corporation, Maline, Belgium. STEG 
also had an export contract signed May 10, 1948, with Tradiinax for 20,000 tons 
of heavy steel scrap at $29 per ton f. 0. b. boarder or Duisburg. Most of this 
came through dealers subcontracting for STEG. Whether it went to German 
scrap dealers or Tradimax, STEG followed up to require complete demilitariza- 
tion by receiving firms. 

STEG’s responsibilities were (a) reporting all materials of non-German 
origin for consideration of restitution claims, (b) reporting to the United States 
Army for shipping instructions all items other than aluminum or items 
desired by the Army for return to the United States: and (¢c) demilitarization 
of all war materials. Under restitutions were drugs, playing cards, oxygen bot- 
tles, artillery carts and wagons, artillery guns, vehicles, rifles, bayonets, tanks, 
oil drums, and steel billets. Some idea of the magnitude of the STEG restitutions 
program may be had from the fact that in Bavaria alone, materials of non- 
German orivin were found in 37 depots of appraised value DM. 2,103,706 suppos- 
edly belonging to 14 countries. Of this, material valued at DM. 1,872,468 had been 
delivered or claimed for delivery by 11 countries, and material valued at 
DM. 731,248 had been released as unwanted by claimant countries. The total 
value of such goods in all of STEG’s depots was reported to be less than 
DM. 5,000,000 but the carrying out of the program was a major task since the 
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material was found in small quantities of doubtful value seattered over many 
depots from countries the German Army occupied during the war. 

The strategie and critical materials program was based on War Assets Admin- 
istration Regulation 17, dated August 21, 1946. As far as can be ascertained, 
STEG reported all the CEM listed in the regulations regardless of the form 
of the end item containing the materials. Decisions were then made, under 
practical interpretations of the regulations, as to what items were to be shipped 
to the Roethenbach Ordnance Collecting Point. Upon conclusion of the pro- 
gram in September 1948, STEG had shipped 247 metric tons of brass, 40 of 
copper, 17 of zine, 1.4 of tombac, 2.2 of mixed alloy, 0.4 of tin, 0.8 of mercury, 
7.4 of lead, and 6.5 of bauxite. 

Demilitarization work involving the cutting or blowing up of artillery guns, 
tanks, and antiaircraft equipment, was largely taken care of by Army and 
the resulting steel scrap was applied to their contracts for return to the United 
States. STEG abandoned an estimated 20,000 tons of armament in the fields 
and woods to the Army and the German scrap dealers, since the weather for 
practical purposes had accomplished Cemilitarization. All types of ammunition, 
including small arms, were destroyed under the ammunition program except 
that .38 caliber pistol ammunition, was sold under the CEM program under 
controlled conditions to German police, including railway police. Generally, 
small arms were handled by the United States Army, which allowed many pistols 
and rifles to be returned to the United States as souvenirs. 

The only authorized expenditure of the proceeds of CEM, except for normal 
operating expenses, was the finaneing of a fishing fleet. The United States 
Navy was allocated a number of German naval vessels by the Tripartite Naval 
Committee and it was desired to convert as many of these as possible to fishing 
vessels within the limitation permitted German boats. STEG was authorized 
to join Land Bremen and Stadt Bremerhaven in forming a fishing boat com- 
pany, the Fischdampfer Treuhandgesellschaft and to lend all monies needed 
for the conversion work under a charter party agreement between OMGUS and 
Land Bremen. As of January 22, 1949, STEG had advanced approximately 
RM. 12,000,000, and DM. 6,000,000, respectively. The company was formed on 
September 12, 1947, with capital stocks of RM. 100,000 divided, 34 percent to 
STHG and 33 percent to the other two partners. Since OMGUS still held title 
to the boats, STEG paid all conversion costs and was repaired ten-elevenths of the 
sales receipts of the gross fish catch of all trawlers, with fixed minimum fees 
for all cutters and loggers. During the RM. period, 15 trawlers, 9 loggers, and 
37 cutters had been converted and put to fishing use. The gross catch was 
23,600 metrie tons of fish which sold for RM. 7,200,000, resulting in charter fees 
of RM. 966,300 against total conversion costs of RM. 11,810,027. 

From currency reform, June 21, 1948, through December 31, 1948, 6 more 
trawlers and 45 additional cutters were converted. The gross catch of the 
fleet during this period was 30.409 metric tons of fish which sold for DM. 9,200,000, 
resulting in charter fees of DM 760,000, against conversion costs of DM. 5,392,032. 
The STEG fleet brought in 72,424 metric tons of fish in 1949, which sold for 
DM. 18,113,463 averaging 25 Pfg. 1 kg. 

According to the report of the Fischdamper Treuhand of April 1, 1950, the 
following was the financial status of the fishing fleet. 


| 














} Reconversion costs | STEG revenue 
| Nees) eer ee, PM 
: | Deutsche- | p..; | Deutsche- 
| » arks sichsmarks 
Reichsmarks marks Reichsmark: marks 
yo Peat ara Cy ey ee Ses | 24 8,018, 315 | 4, 200, 455 737, 738 | 2, 313, 181 
Luegers.._._...- Pr S53uAz i] 281, 803 | 6, 460 j...... 70, 907 
ES ¢ 7) eee ieee ees | a) 3, 663, 943 4, 665, 050 228, 541 516, 026 
TOG. «inn nities wat camiaieer 129 | = 11, 964, 061 | 8, 871, 965 966, 279 2, 900, 114 








Since the RM. holdings were liquidated by currency reform and debts revalu- 
ated 10:1, the STEG holdings in the fishing fleet as of April 1, 1950, would be 
DM. 9,971,748 of which STEG had received DM. 2,900,114 leaving a balance of DM. 
7,071,629. STIEG also advanced as of April 1, 1950, a total of DM. 1,295,744 for 
expenses of and changes to 12 United States trawlers bought with GARIOA funds 
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to augment the German fishing fleet. As of this date, STEG had received back 
DM. 248,744 from charter fees. Until currency reform, CEM were distributed by 
order of the United States Zone laenderrat (Council of States) on a laender quota 
basis and to customer allocation by each Landeswirtschaftsaemter (state eco- 
nomical offices). STEG did not actually sell; it only administered the sales by 
allocation. This system was abolished during the currency reforms, and then 
each branch office of STEG started to sell as quickly as sales organization could 
be developed. Sales were made both locally from its depots and by the land 
central branch office of STEG. 

From the beginning of STIG through currency reform, STEG reported the fol- 
lowing financial results of the programs covered in this section in reichsmarks: 


CEM programs } Income Expense Net 


VN) A. ig nee pene eee Se. | =: 297, 923, 000 | 1, 149, 000 286, 774, 000 
Regular CEM........----- war ape Sire 40, 690, 000 12, 820, 000 | 28, 370, 000 
Disassem bled _-- --- Y b eisasepdas al siete Sabie 6 Shana eeiieten 
Communications panes oe con “198, 000 | 985, 000 | 787, 000 
Steel scrap program __- . cm c 528,000 | 700, 000 | 172, 000 
EMO? OMUNTOUNG: oo ilcce cc aka ed 3, 371, 000 } 1, 144,000 | 9, 227, 000 


oat eae 5; : | 332, 710, 000 | 16, 298, 000 | 316, 4 412, 00 


STEG had cash on hand and in banks totaling RM. 273,061,000, which was 
liquidated by the currency reform laws. The difference between the above net 
income and this loss of funds was made up of the deficits on the ammunition pro- 
gram, aluminum program, the aircraft disassembly program, and loans on its 
fishing boats. 

From currency reform through November 30, 1948, STEG reported the follow- 
ing financial results of the above programs in deutschemark : 


! 


CEM program Income } Expense | Net 


“Old CEM” ‘ : | 568, 000 | 104, 000 | 464, 000 


Regular CE M... + , 502 000 | 5, 007, 000 | 6, 495, 000 
Disassembly of communication equ ipment gritos Comes 351, 000 | 565, 000 | 214, 000 
Steel scrap program _ - boat : ae om ed fs , 193, 000 | 1. 910, 000 | 717, 000 
Other programs. __- wats Aol i ESET ERTS SEES, | 579, 000 | 439, 000 140, 000 


ee , 198, 000 | 8, 025, 000 | 6, 168, 000 


The exports of CEM by STEG are of interest. In 1947, STEG exported mate- 
rials to Czec hoslov akia value at $79,452; in 1948, to currency reform,’ materials 
valued at $713,925. Also, in the latter period, exports to the United States were 
yalued at $330,209 and to Belgium at $125,445. No exports were made in the 
latter half of 1948. During 1949, STEG exported CEM to the following countries, 
with a total value of $1,525,210. 
United Biktes.. oo es $851, 303 | Czechoslovakia $60, 178 
Belgium 479, 675 “na a 
Tee ~ ziechtenstein 
France 45, 000 Austria 
1, 838 | Sweden 
2, 839 | Switzerland 


The final net DM. resulting from the CEM programs has not yet been deter- 
mined. It is believed, however, when the fishing fleet is liquidated, and the re- 
maining explosives stocks from the Ammunition Program are sold and the 
books closed, STEG will realize a net profit on this large program of about 
DM. 15,000,000, which will go pro rata to its shareholders. 

The CEM program was a means of returning to Germany valuable equipment 
and materials which were significant in assisting its economic rehabilitation. 
Thousands of tons of steel girders and similar construction steel were returned 
through STEG for the rebuilding of Autobahn and railway bridges. Consider- 
able stocks of textiles, clothing, shoes, and kitchen and mess equipment were 


3 June 21, 1948. 
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returned to fill a great need. Thousands cf trucks and cars were sold to firms 
needing transportation. Sun hats made for the German Africa Corps and much 
personal clothing, including cloth for manufacture of uniforms and overcoats, 
went to the German police—802,000 meters of cloth, 275,000 large spools of 
thread, and 2,750,000 buttons went to the GMSO as part of the second miners’ 
incentive program. Ammunition carts became farm wagons and heavy boats 
and warm clothing went to forestry and lumber workers. Considerable quanti- 
ties of cable and communication went to the Reichspost and private industry. 
Artillery shells were cut up by firms who were able to salvage in this way useful 
building hardware. Steel helmets were converted to cooking pots. The Reichs- 
bahn got equipment and supplies adaptable to railroad use. Building construc- 
tion contractors got equipment and supplies. Power companies got power cable 
and miscellaneous equipment. In all, thousands of firms and individuals bene- 
fited from the CEM program during the time when imports were small and pro- 
duction too limited to meet demands. 


Part VII.—Disposition of Captured Enemy Ammunition by STEG 


From the beginning of occupation until July 23, 1946, when STEG assumed all 
responsibility for demilitarization of captured enemy ammunition, personnel of 
the United States Army, with the aid of prisoner-of-war labor units, had been 
destroying this ammunition. Advocacy of transfer to STEG was not primarily 
based on the profits to be realized but on the advice of the Laenderrat and Mili- 
tary Government personnel who understood the value of the component parts of 
this ammunition to the general peacetime economy. It was also to the interest 
of the occupation force to relieve itself of the dangerous nonproductive and 
expensive operation which could be more easily adapted to German industrial 
methods by personnel who were well acquainted with this ammunition. Ammuni- 
tion explosive compounds which could be recovered and their respective peace- 
time derivatives are listed as follows: 


ORIGINAL PRODUCT RECOVERED PROCESSED 


Powder lacquer base 


Nitrocellulose powder 
¥ Cellogen paste 


Diglycol powder and Dinitroglycol and 
Nitroglicerine powder Nitroglycerine for 


industrial explosives 


Trinitrotoluol (TNT) Industrial explosives 


Trialen 
Nitropenta 
Hexogen 
Ammonium nitrate Fertilizr 
Nitropenta Pentaerythrite 
(for lacquers) 
Napalm Gasoline and fatty acids 
Mustard Plasticizer 
Chloracetophenone Artificial resins 


The following quantities of material were expected to be recovered: 
Metric tons 


Steel scrap_______ A eg ORL Ie ARO ORE EN BELLE | tL TEASE Ce SOR ag alee 200, 000 
SeeEMIL CEL TRU PE es 8 ee os Pn Ce oe, Sete fee oe Se 55, OOO 
Te ae aan se ee ets Wes Se Seng i bl ae aah ERR TE By sda MRS 5d, 000 
ig i GRIP INRIA Saige ap S EES ccs Nelle ave 1S Vea et pore oe EERE 50, 000 
bec Roig eh ie ST See ela CER aa cea ee ARO 9S APOC. RC = at en RG Re 5, 000 
eh Bg gs gta acyl Gey ge MEL Oar CERES LS Le Se eR 30, 000 
Lumber, fibre and other chemicals__....-.___________-___-_-_ 100, 000 


Recovery of these materials, if the quantities of ammunition reported had 
actually existed, would have been a valuable contribution to the German econ- 
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omy. In addition, sales benefits had been estimated at 300 percent of the origina! 
cost value. 

Economics Memorandum No. 42, dated July 5, 1946, OMGUS, signed Draper, 
established a target demilitarization date of July 1, 1947. This date was sup- 
posedly based on the assistance to be rendered by Military Government in the 
procurement of coal, vehicles, and rail transportation which, however, did not 
materialize. In addition, the interpretation of the term “demilitarization” was 
apparently not clear as it did not differentiate between deactivation and destruc- 
tion. Thus, resort was made only to the term “deactivation” which merely 
required removal of fuses. At the same time, however, although not subject to 
any deadline, demilitarization had begun in the form of steaming out explosives 
from projectiles. Considerable difficulty, which had not been anticipated, was 
then encountered. This difficulty was generally a result of that period of time 
when occupation personnel were actively engaged destroying ammunition. 

A letter captioned “Disposition of Captured Enemy Ammunition,” from Head- 
quarters USFET, dated 23 July 1946, officially launched the transfer of ammuni- 
tion installations to the control of the German Government. However, the 
channels of command were not sufficiently coordinated to permit the transfer 
to take place without great difficulties, which seemed to beset the program from 
the start. Having received no official notification, local control officers in installa- 
tions prevented, for a considerable period, the inspection and transfer of these 
installations to STEG. Further confusion and additional delays in completing 
the transfer were caused by numerous reports of inspection of the same installa- 
tions by different personnel of the occupation forces. It was not until September 
15, 1947, that the first Quantitative Receipts were accomplished; and it was 
not until November 1947, that the transfer was completed. 

Only calibers of German ammunition considered serviceable, safe, and easy 
to handle were eliminated by mass-destruction methods. That which remained 
consisted of special calibers of German ammunition considered unsafe for han- 
dling primarily because of tremendous weight and bulk. Specific examples are 
the 2.4-ton Karl projectile, especially made for the siege of Sevastopol and 
Warsaw ; the Roechling or “Gibraltar” projectile, 3 m. in length; and the 1 ton, 
Dicke Berta, 42 em. caliber shells. Furthermore, ammunition originating in 
those countries which had come under the domination of the German forces, and 
about which little was known regarding types of fuses and powder mixtures, 
was also left behind. This situation, plus the mixture of dangerous types of 
ammunition, listed below which had been scattered about by successive bombings, 
resulted in deliberations which extended the close-out date to December 31, 1947. 
Another reason for extension was the decision that the term “demilitarization” 
meant removal of all explosive content before ammunition could be considered 
deactivated. 

Those categories of ammunition considered dangerous to handle, which made 
up a great portion of the remainder, were as follows: 

(a) Bombs and other plane-dropped ammunition equipment containing 
plugs that prevented disassembly since they acted as detonators when 
handled. 

(b) Shells or projectiles with damaged fuses that could not be safely 
removed. 

(c) Shells and bombs containing picric acid which could result in sensitive 
picrates. 

(d) Incendiary shells or bombs containing white phosphorus which cause 
immediate combustion upon disassembly. 

(e) Toxic ammunition with fuses or sensitive demolition charges such 
as toxic land mines. 

(f) Damaged or badly corroded fuses containing blasting caps. 

(7) SD 2 splinter or “butterfiy” bombs that activate fuses when handled. 

(h} Explosive ammunition with fuses, i. e., V em. ammunition. 

There were technical difficulties arising from the chemistry involved in re- 
ducing explosive mixtures of which there were in existence approximately 130 
types. It had been assumed that the shells and bombs generally consisted of a 
mixture made up of 50 percent TNT and 50 percent ammoninum nitrate. How- 
ever, in the case of German ammunition, a great portion contained types of 
fillers other than ammonium nitrate such as sodium chloride and sand. These 
fillers were used during the latter part of the war when ammoniuum nitrate be 
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came very searce. The separation of the explosives from the fillers is very diffi- 
cult and therefore could not be economically performed. This ammunition was 
set aside and later destroyed. 

Although three plants were finally set in operation and recovered at their 
height of activity an average of 4,714 tons of explosives per month, it was ob- 
vious that the target date of December 31, 1947, could not be met inasmuch as 
approximately 30,000 tons of ammunition remained to be deactivated. As dis- 
satisfaction with the lack of headway was expressed by the members of the 
Quadripartite Control Council, based on Control Council Law No. 48, published 
Deeember 31, 1946, it was decided that the remaining ammunition would be de- 
stroyed at site rather than sent to the three demilitarization installations. 
Instructions were received in September 1947 requiring explosion of all am- 
muntion which could not be lixiviated by December $1, 1947. After a period of 
approximately six months of extensive activity concerned with this phase of 
the operations, instructions were issued that the remaining ammunition, con- 
sidered safe for handling and transport, be shipped to Italy under the terms 
of a contract arranged by EUCOM with the firm of ULMER. As a result of this 
agreement, STEG was able to realize a considerable savings as they were re- 
sponsible only for the costs involved in loading at the installations making the 
shipments, 

Initially only one plant, that of Aschau, had been operated to salvage the ex- 
plosive components of these shells. However, the capacity of Aschau, which 
began operations in November 1946, proved to be inadequate, necessitating the 
activation of two additional installations, Amstetten in May 1947, and Allendorf 
in July 1947. Later, Aschau was able to increase its production from 265 tons 
per month to 1,521 tons per month. However, ideal conditions did not prevail 
throughout these operations due to the lack of coal and power, with the result 
that the maximum production rate could not be maintained. Furthermore, op- 
erations at Aschau were suspended in December 1947 as it had been committed 
as a Reparations plant, and disassembly operations were slated to begin. Ap- 
proximately 5,000 tons of deactivated ammunition, both bombs and projectiles, 
were destroyed at Aschau. However, both Amstetten and Allendorf continued 
their operations, with Amstetten completing its work in May 1948 and Allendorf 
in September 1948. It is to be noted that these two installations concentrated on 
original shipments of ammunition which were completed in the autumn of 
1947. No further shipments were made to these installations after receipt 
of instructions requiring destruetion of remaining foreign ammunition in the 
E-SteHen. The lower working period for Allendorf was due to the receipt of 6,700 
tons of United States aircraft bombs, of which 5,286 tons were lixiviated, the re- 
mainder being shipped to ULMER. This ammunition was given to STEG to 
reimburse them for handling costs of RM. 4,000,000 involved in its destruction 
and the loss of the ammunition originally destined for recovery of explosives. 
The total quantity of foreign types of high explosive ammunition which remained 
amounted to 60,000 tons, of which 40,000 tons were destroyed, leaving approxi- 
mately 20,000 tons to be shipped to Italy. 

In addition to high-explosive ammunition, considerable quantities of toxie 
ammunition remained to be demilitarized. In 1946 this ammunition, stored in 
various depots of the Zone, was ordered transported to St. Georgen, designated 
as the central collecting point for toxic ammunition. In addition to containing 
high explosive, this ammunition was filled with mustard, arsine, phosgene, di- 
phosgene, and chloracetophenone. Throughout the entire dimilitarization pro- 
gram, set up for the toxic ammunition, U. S. Army personnel were in complete 
control, The total quantity of toxic ammunition finally collected at St. Georgen 


«© 


amounted to some 45,923 tons. Disposition of this ammunition was as follows: 


Tons 
Neutralized by burning or destroying with explosives__....._-___-______ 6, 000 
SOWieacs ce Sle cat tae al Na as hi Sita tn ay 20, OS4 
RRR, RCRA gh Sep a i ee ae 11, 002 
Lixivated (of which only 1,504 tons were converted to useful chemicals, 
the: Pemainder DEING lestroyed.. «oo oo i ee ee 8, 837 


With the shipment of approximately 10,000 tons of nontoxic ammunition to 
Allied nations as part of restitutions, little remained other than scattered depot 
ummunition, which was not profitable to collect and ship, or ammunition having 
doubtful safety characteristics. This remaining scattered depot ammunition 
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was collected and destroyed at demolition sites located at the various E-Stellen. 
As a result of these operations approximately 5,000 tons of scattered depot 
ammunition were destroyed. In addition to this, STEG conducted extensive 
bomb-disposal activities outside of the E-Stellen, which accounted for approxi- 
mately 6,500 tons. However, it was estimated that there still remained approxi- 
mately 2,800 tons of active ammunition to be destroyed in the various E-Stellen 
on June 1, 1949. That which was scattered about the Zone was an unknown 
quantity and will require many years for completion, as it is well known that 
ammunition from World War I is still being found. It is interesting to note 
that during the month of October 1948, 983 units of bomb ammunition, having 
a total weight of 350 tons, were collected and destroyed, and that during the 
month of November 1948, 3,528 rounds having a total weight of 355 tons were 
destroyed or demilitarized. 

In the spring of 1949 it was realized that the program would require many 
years to complete if all ammunition, bombs, etec., in the fields, river beds, etc., 
were to be found. Thus, on June 1, 1949, STEG was relieved of further re- 
sponsibility for this program, except for disposition of 13,600 tons of explosives 
and explosive powders stored at Neuhof, Neuendettelsau, and Hohenbrunn. The 
responsibility for completion of the program was transferred to the individual 
laender governments at their expense. Thirteen installations were transferred, 
most of which required only a few months of work to be free of explosives which 
generally were buried under demolished bunkers. It was estimated that the 
total ammunition and explosives to be found in these installations would be 
2,602 metric tons. Thirty-four depots were declared inactive and free of ex- 
plosives by STEG. 

The financial status of the ammunition program on November 30, 1948, was 
as follows 





| 
Costs | Income | Difference 





j | 
RM. period Sept. 1, 1946, to June 20, 1948 36, 209, 080 6, 525, 000 — 29, 684, 000 
DM. period June 2i to Nov. 30, 1948... __ Seb iinw aaaoe 6, 678, 000 2,311,000 | —4, 367,000 
DM. period planned Dec. 1, 1948, to completion. 10, 076, 000 11, 462,000 | +1, 386, 000 


52, 963, 000 | 20, 208, 000 | —32, 865, 000 














The above tabulation indicated a reported cost to the German government of 
approximately RM. 34 milion and a profit of about DM. 1.4 million. The RM. loss 
was paid out of proceeds from the sale of other captured enemy materials, all of 
which were liquidated by the currency reform. 

On March 31, 1950, STEG had 830 tons of explosives and powders at Hohen- 
brunn, 2,470 tons at Neundettelsau, and 8,316 tons at Neuhof.* All powders and 
explosives believed to have no sales potential have been destroyed. Sales for 
domestic use continue on a small scale, as well as exports in small quantities 
to Belgium, France, Austria, and other Western European countries. As the 
NATO advances its defense program, it is hoped by STEG that the balance of 
these stocks can be sold. 

A summary of quantitative accomplishments is listed below: 

A. Total ammunition and associated materials received from Occupa- 
tion Forces: 
(a) Ammunition and materials transferred to STEG on Quan- Tons 
SR Te ai os chicks eee bh on et 2G i nee 231, 127 
(b) United States bombs received at Allendorf to reimburse 
STEG for expenses incurred destroying and shipping 
foreign ammunition 6, 705. 


237, 832. ! 


*On April 30, 1951, STEG still had 2,357 tons at Neuendettelsau and 5,268 tons at 
Neuhof. 
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B. Disposition of the above: Tons 
(a) Scrap materials generated (exclusive of explosives) —___-- 124, 852. 5 
Bird ame TCE), GCE OVOG en 41, 330.0 
PR En cE a ATS Dl SER Op pl, Co A A Se 20, 084. 0 
(@)) Been BO 40, 615. 0 

Shipped to: Tons 

Italy (ULMER) nontoxie______________- 21, 009 

Italy (ULMER) toxic__________-______-_ 11, 002 

Czechoslovakia (Restitution) .-.._-____ 6, 103 

Poland (Restitution) --_-_______-__-_____ 210 

OF pe RSI SE TEN Se re SO aaa Ee a 111 

3 yy ees Spies es Smale 2 7A eee 2,180 

40, 615 
(e) Small arms ammunition delivered to Occupation Forces__ 130. 0 
(f) Inert materials exchanged for tools and equipment______ 329. 0 


(9g) Toxics generated for production of chemicals (includes 
smoke shell filling not accounted for in St. Georgen 


2 RS Beni RRR A eka ge I SAE er ee 1, 765. 9 
(Jey PeeORIVeR POROTATCO — oe 11, 746. 4 
Che rie ICTR ni dencineten mane 7, 476.4 


248, 392. 2 


Comparison of Quantitative Receipts total and actual totals resulting from 
STEG operations will show a difference of 16,109 tons. This difference includes 
clearance and bomb disposal ammunition and overages in certain depots. 

C. Disposition of ammunition as based on types of operations completed. 
(Note.—Same materials may have required two or more operations for disposal, 
making total figures (a) through (h) meaningless.) 





Tons Tons 
(a) Deactivated_____-_-.-_-- 72, 790 | (f) Scuttled___-.._.-_-_____- 20, 084 
(b) Demilitarized__--_______~ 155, 216 | (9g) Shipped____-________--__ 40, 615 
(c¢) Disassembled__..-------_ 21,994! (h) Bomb disposal activities 
(@) Lixiviated.........._---- 29, 944 Cpevarin). 6, 504 
(e) Destroyed and burned_.-. 41,330 


Inspection of records indicates an all time high of approximately 5,000 workers 
under employ of STEG on the Ammunition Program during 1947. The dangerous 
nature of this program is reflected in the figures of STEG employees injured and 
killed in disposing of this ammunition. Of 1,687 cases recorded, 38 persons were 
fatally injured, 126 seriously injured, and 994 slightly injured by explosion or 
burning of nontoxic ammunition. In addition, 529 persons were hospitalized 
from the effects of toxic fumes and liquid gas or toxic ammunition. 


Part VI—THE SIM ProGRAM 


The “SIM” surplus-incentive materials program involved approximately 40,000 
gross tons of quartermaster and medical corps surplus supplies shipped to Ger- 
many from the United States. The handling and packing costs at depot of origin, 
and rail and water transportation cost to Bremen, were paid from a $5,000,000 
trust account established from JEIA (Joint Export-Import Agency) funds. 

A general policy was established for the release to the German economy of 
United States surplus materials and equipment generated in the theater and from 
the zone of interior in the spring of 1947 by an exchange of cables and letters 
between OMGUS, headquarters EUCOM, and the Department of the Army. These 
goods were sold to the Gérman economy at fair values as a deferred dollar charge 
against the future proceeds of German exports. Fair values were to be estab- 
lished as transfer prices and were to be for items released in the theatre. Prices 
which these items would bring if sold on the open European market under 
similar conditions and quantities. Prices on the items generated in the zone 
of interior would be prices which these items would bring if sold on the open 
market in the United States. The transfer of these surplus materials involved 
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a high degree of selectivity on the part of OMGUS, and was not a bulk transfer 
of the good-with-the-bad items. 

During the months immediately following the bizonal economic fusion, January 
1, 1947, the industry branches of the bizonal economic control group, Minden, 
were at work with their German counterparts in the Executive Committee for 
Economics in developing export, import, and production programs to rehabilitate 
the German industry in the combined area. Currency reform was one of the 
major topics, but was not thought to be assured of success without an adequacy 
of consumers goods available to the German people. In June 47 the over-all 
index of consumers goods production was 48 percent and the textile industry was 
41 percent of the 1936 average. This low production was not only due to lack 
of import of cotton, wool, hides, rubber and other raw materials, but to serious 
shortages in coal, power, and transportation. The offer of the United States 
Government, to make available to the combined zones Army surplus materials 
suitable for consumer goods, and other surplus of the incentive variety from 
stocks held in the United States, was welcomed by the bizonal economic panel, 
which officially declared the intention to take advantage of this offer in BIECOM 
(47) 21, dated July 28, 1947. 

The textile programs for 1947-48 called for an import of 58,000 metric tons 
of cotton and 18,000 metric tons of wool in addition to the small residual stocks 
of USCC cotton and British end stocks of wool. The time required to fill the 
pipeline with raw materials and physically place goods on the retailer’s shelf, 
resulted in the decision that a minimum of 40,000 tons of finished consumer 
goods, consisting of mainly clothing and shoes, should be obtained at the 
earliest practical date. Further, these goods should be used mainly for work- 
incentive purposes in selected industries to increase production. At that time 
absenteeism was high in the basic industries, especially coal, production was not 
down. 

It was believed that this tonnage of finished goods would be lost as a re- 
covery aid if distributed through the normal rationing system throughout the 
bizonal area. Therefore, it was planned to allow indigenous production to take 
care of the general rationing requirements and that the SIM goods should be 
used, as the name implies, for incentive purposes. This policy prevailed but 
was shortly canceled and the goods were placed in general distribution as soon 
as the Germans were permitted full responsibility. 

The items to be included in the program were initially determined by the 
BECG and OMGUS, and the first SIM quartermaster goods arrived in Bremen 
on the steamship Bassano on November 29, 1947. The first shipment of medical 
supplies arrived February 18, 1948, on the steamship Noonday. In November 
1947 a complete list of medical quartermaster items by classes was submitted to 
the Department of Economies of the Bizonal Economic Council for review and 
selection of items desired on the program. The Department of Economies did 
not adhere to the incentive policy and their selection of items reflected more 
the need within the general economy. The question of price as a deferred charge 
was not considered in the selection of the goods. 

Until such tme as STEG acquired the Lemwerder depot, Bremen, from the 
Quartermaster under the Bulk Deal Contract, STEG utilized the services of some 
21 wholesale firms in land Bremen and Northrhine-Westphalia in inventorying 
and demilitarizing these SIM goods. This proved an impracticable and expensive 
situation. Confusion and serious delays in getting the goods distributed resulted. 
Even though the. Lemwerder depot was acquired in April 1948, it was not until 
September 1948 that all of the SIM goods received by these 21 wholesalers had 
been distributed. The development of a competent organization at the Lem- 
werder depot to handle so large a volume of goods caused such delay that the 
original purpose of the SIM program was not put into effect. 

All shipments under this program were completed by May 1949. 234 ships 
delivered 36,532 long tons of SIM goods to STEG, Bremen, out of a total of 
40,322 long tons programed. Of these goods delivered, 1,698 tons were medical 
supplies and 34,838 tons were quartermaster supplies. The quartermaster goods 
originated from depots in Philadelphia, Richmond, Columbus, Atlanta, Schenec- 
tady, Louisville, New Orleans, San Antonio, Utah, and Hawaii. So far as is 
known, the medical supplies originated from the Louisville Medical Depot. These 
goods were stored in the United States for periods of several months to 2 years 
before being shipped. The items were inventoried and condition classification 
made upon declaration and the items were not reclassified upon withdrawal 
from excess at the time of programing for SIM. Although no items in scrap 
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condition were programed, it is possible that the condition changed in some cases 
during the storage period. 

Based on the original classification indicated on the programs for approxi- 
mately the first 20,000 tons of quartermaster goods, about 90.5 percent was class 
1. (new and unused), 1.5 pereent, class 38, (unserviceable, economically repair- 
able to condition 4), 1.6 percent class 4 (serviceable, issued in lieu of class 1), 
6.4 percent class 5 (serviceable but not suitable for issue to troops). Grouping 
class 55, uniform and personal clothing, class 98, rehabilitation clothing for 
liberated countries, and class 99, resale items of clothing for overseas shipment, 
80.6 percent were class 1, 5.3 percent class 3, 3.9 percent class 4, and 10.2 percent 
in class 5, 

Quartermaster items included 160,000 pairs of boots, 347,000 pairs of shoes, 
189,000 pairs of overshoes, 1,739,000 shirts, 3,666,000 pairs of trousers, 3,244,000 
jackets and coats, 2,218,000 pairs of underdrawers, 1,396,000 undershirts, 2,361,000 
pairs of socks, 123,000 towels, 319,000 blankets and comforters, and 9,302,000 
yards of cloth. Approximately 200,000 duffle bags were obtained on the SIM 
program for the Berlin coal airlift. Approximately 400,000 pounds of twine of 
various types were received, most of which was used in food sacking operations 
along with 200 tons of approximately 20,000,000 wire bag ties. Further there 
were approximately 1,411,000 packages of smoking tobacco, 880,000 packages of 
chewing tobacco, 12,976,000 cigars, 174,589,000 cigarettes, plus 526,000 pipes, and 
about 20,000 cases of matches. 

The matches delivered on the SIM program, plus those acquired from theater 
supplies, had grown to such volume that in August 1948, the German Depart- 
ment of Economics requested that no more matches be programed for SIM, based 
on the complaint of the German match trust. Claiming similar complaints from 
the German tobacco industry, the Department of Economics in September 1948 
requested that no more tobaccos be programed. 

Some of the cigarettes and cigars received were damaged in shipment or had 
become moldy from long or improper storage. However, the amount was not 
abnormal considering the circumstances. STEG was able to have the damaged 
cigars successfully reworked and it was sold for pipe tobacco for DM. 2 per 50 
grams. The cigarettes were also successfully reworked and sold in 50-gram 
packages for DM. 1.25 each. Both of these tobaccos were sold under the name 
“Magnolia Steg,” the steamship J/aygnolia having made the first delivery of these 
tobaccos to Bremen. 

During most of 1948 these American cigarettes had a retail price of 30 pfennigs 
each, of which 24 pfennigs was customs tax, the wholesaler and retailer getting 1.8 
pfennigs each, and STHG receiving the balance, or 3.4 pfennigs. This was a very 
profitable business for all concerned, since the deferred charge for these ciga- 
rettes was approximately 1 pfennig each. It also indicates why there was a great 
incentive for illegal traffic in untaxed American cigarettes in Germany. It is 
of interest to note that the German cigarette industry originally demanded that 
these American cigarettes be soid at a retail price of 40 pfennigs to prevent 
competition with their own German cigarettes, and the German finance authori- 
ties demanded RM. 1 each to increase their tax revenues. Since August 1948 the 
retail price has been 20 pfennigs with a tax of 55 percent. 

The SIM tobaccos were part of the miners’ incentive programs, approximately 
27,000,000 cigarettes being furnished for the second incentive program in Decem- 
ber 1947 and 1,490,000 cigars, plus 298,000 packs of pipe tobacco, for the third 
incentive program in February 1948. About 30,000,000 of these cigarettes were 
furnished in Berlin duty and tax free in July-August 1948, via Hamburg, and 
another 36,000,000 in November 1948 via Frankfurt on the Berlin airlift. 

The medical supplies furnished included 840,000 packages of bandages of 
gauze, muslin, or canton flannel in various widths and lengths, 543,000 packages 
of iodine swabs, 4,611 pounds of sodium bicarbonate, 10,500 pounds of magnesium 
sulfate, 60,192 gallons of liquid petrolatum, 24,360 pounds of white petrolatum, 
24,349 bath robes, 20,000 baby blankets, 121,641 mattress Covers, 16,080 pajama 
coats, 95,181 dermal sutures, 168,900 vards of silk sutures, 608,720 yards of cotton 
thread suture, and 2,496,000 compound cathartic pills. As recommended in the 
United States Tuberculosis Committee Report of March 5, 1948, 48,345 bed sheets 
were obtained on the SIM program and distributed direct to the tuberculosis 
hospitals. All other sheets obtained on either the medical or quartermaster SIM 
program were distributed in accordance with the normal textile rationing system. 

The deferred charge for the SIM goods was based on $1,680 per net long ton 
for the quartermaster supplies, and $1,089 per net long ton for the medical sup- 


94756—52——-73 














1132 FEDERAL SUPPLY MANAGEMENT 


plies. The quartermaster price represents 60 percent of the weighted average 
cost price of all classes shipped, from equipage at $1,073 per net long ton to 
clothing at $4,655 per net long ton. The final net long tons received were 1,459 
medical and 33,952 quartermaster, resulting in a deferred charge of $58,594,334. 
The packing, handling, and freight charges delivered Bremen were reported 
finalized at $4,941,431. The total of these charges was then $63,535,765 or 
DM. 266,850,218. It was originally agreed that the Joint Export-Import Agency 
would do the deferred charge pricing of the SIM goods based on a correction 
factor for condition applied against the unit Army catalogue purchase price. 
It was later realized that the condition classifications originally made at depot 
of origin in the United States, were unfair to the Germans because of the long 
storage and varying degrees of deterioration of the items. Further, the reduction 
in JELA personnel would not permit the undertaking of such a major task. 

It was decided that the OMGSTEG Branch BICO (Bipartite Control Office) 
would endeavor to have STEG personnel do the job, using their own condition 
classification. This proved to be inadvisable, not only because of the time and 
expense involved, but it was found that, after several months of classification 
of the quartermaster goods by STEG personnel at Bremen, they were following 
a general policy of downgrading the items, which would reduce the deferred 
charge. STEG could sell these goods more favorably on this basis, and still 
make good profits for the wholesalers and retailers. Further, the STEG classi 
fication into A, new; B, serviceable; slightiy worn; C, serviceable, worn and 
scrap—in four classes without regard to new or worn, i. e. S-1, requiring minor 
repairs ; S—2, requiring medium repairs; S-3, requiring major repairs; and S—4, 
true scrap, were not comparable to United States Army serviceability standards. 
After suitable repairs were made on the first three classes of scrap, these items 
were reclassified into A, B, and C. Further, the demilitarization of outer uni- 
form clothing, i. e., the dyeing operation and removal of buttons and insignia, 
damaged a certain amount of clothing, resulting in a lower grade of Classifica- 
tion. Also, the classification of nonclothing items was difficult for the STEG 
employees to align with United Army serviceability standards. 

STEG was required to deposit in the Bank Deutscher Laender the net proceeds 
from the sale of all SIM goods. From the beginning of the SIM program until 
currency reform, June 20, 1948, STEG had deposited with this bank a total 
of RM 24,741,589 and from currency reform through July 1, 1950, STEG had 
deposited DM 60,220,436, or a grand total of RM./DM. 84,462,025. An unknown 
amount was held back by STEG as reserve for final liquidation and 10 percent 
customs duty charges. As of July 1, 1950, there were unknown quantities of 
SIM goods in STEG depots and especially in the 63 STEG retail stores. 

fhe expenses of STEG have been unusually high for this program. Before 
currency reform the expenses averaged 28.7 percent of gross sales, and from 
currency reform to November 30, 1948, the expenses average 21.4 pereent with 
an over-all expense of both periods of 23.6 percent of gross sales. 

The distribution of SIM goods was first made by STEG, Bremen, to each of the 
laender in the Bizonal Area on a population basis with shipments generall) 
being made to the other STEG Branch offices direct. After receipt of the goods 
and inventory check, each STEG Branch office presented the lists of the items 
which were still rationed to the Laender STEG Advisory Committee who decided 
what wholesale firm or group, was to get the goods. The committee consisted 
of representatives of the Landeswirtschaftsamt (state economic offices), trade 
unions, cooperatives, wholesalers, retailers, housewives’ unions, refugee groups 
and charities. Sometimes, as in the case of tobaeces and matches, the goods were 
shipped direct from STEG, Bremen, to the wholesaler in each land, The neon 
rationed items were sold on the free market by each of the STEG Branch offices 
direct to the wholesale trade or other organizations within the land. 

The German prices for all rationed SIM goods were fixed by the German De 
partment of Economics and include STEG’s wholesale and retail prices. ‘The 
prices of unrationed SIM goods were determined by STEG in cooperation wit! 
the price control authorities and the trade. It was not easy to establish prices 
on either class of SIM goods. Many of the items were new to the Germans or no 
directly comparable to German items. The quality was generally high and the 
designs or styles different. Further, various organizations, especially the labor 
unions, demanded that the prices be at the lowest pessible to satisfy the pu: 
chasing ability of the impoverished working groups. The wholesale and retai 
groups also made their desires felt and the prices finally established on the 
rationed SIM goods represented a compromise of all interested parties, 
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WEDNESDAY, NOVEMBER 21, 1951 


Hovse or Represenvavives 
SUBCOMMITTEE ON IN TERGOVERNMENTAL RELATIONS 
OF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Giessen, Germany. 

The subcommittee met Wednesday, November 21, 1951, at Giessen, 
Germany, Hon. Herbert C. Bonner, chairman, of the subcommittee, 
presiding. 

Members of Congress present: Herbert C. Bonner (chairman), 
Harold D. Donohue, W. J. Bryan Dorn, Bill Lantatf, Cecil M. Harden, 
Charles B. Brownson, and Thomas B. Curtis. 

Staff members present: Christine Ray Davis, chief clerk; Thomas 
A. Kennedy, general counsel; Herbert Roback, staff member; Anna- 
bell Zue, minority clerk; Ray Ward, Bureau of the Budget; Nathan 
Brodsky, consultant, Munitions Board; John Elliott, State Depart- 
ment escort officer; Brig. Gen. Clarence C. Fenn, Department of the 
Army escort ; Robert Cartwr ight, General Accounting Officer, and Lee 
Seymour, General Accounting Office. 

Representatives of the European Command present: Maj. Gen. 
W. H. Middleswart, Chief Quartermaster, European Command; 
Lt. Col. E. P. Flynn, Commanding Officer, 7856th Quartermaster 
Requirements and Distribution Group; Maj. D. E. Wi halen, Chief, 
Logistics Compilations Section, ne Quartermaster Requirements 
and Distribution Group; Maj. P. C. Dean, Chief, Stock Control 
Division, Munich Quartermaster Depot; ; Col. W. E. Barksdale, Chief, 
Supply Branch, Quartermaster Division; H. A. Abersfeller, Chief 
of the Supply Policy Section, Supply Branch, Quartermaster Divi- 
sion; Lt. Col. D. F. Slaughter, Supply Branch, Logistics Division, 
Headquarters, European Command; Lt. Col. R. T. Morgan, Chief, 
Clothing and Equipage Section, Supply Branch, Quartermaster 
Division; Lt. Col. W. E. Harper, Jr., Chief, Subsistence Section, 
Supply Branch, Quartermaster Division; Col. CO. Bennett, Chief, 

2a Petroleum Office, European Command; Lt. Col. M. L. Tribe, 
‘eel Chief, Supply Branch, Quartermaster Division; Lt. Col. 
J. T. Bankus, Assstint Chief, Field Service Branch, Quartermaster 
Division; Col. S. F. Silver, Commanding Officer, Giessen Quarter- 
master Depot : Capt. Eileen R. Ware, Assistant C hief, Supply Control] 
Section, 7856th Quartermaster Requirements and Distribution Group; 


Norr.—Asterisks denote classified material deleted for security reasons. 
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Brig. Gen. F. A. Henning, Deputy Director, Logistics Division, 
Suropean Command; Franklin K. Eberhart, Chief, Quartermaster 
Catalog Branch, European Command; Lt. Col. E. J. Gelderman, 
Chief, Budget and Fiscal Section, Comptroller Branch, Quartermas- 
ter Division; W. J. Holland, Chief, Maintenance and Reclamation 
Section, Field Service Branch, Quartermaster Division; and Col. M. 
Matisoff, Assistant for Supply Operations, Munich Quartermaster 
Depot. 


STATEMENT OF MAJ. GEN. W. H. MIDDLESWART, CHIEF QUARTER- 
MASTER OF THE EUROPEAN COMMAND 


Major General Mwp.ieswarr. Mr. Chairman and members of the 
subcommittee, General Handy asked me to express his regrets that 
he is unable to be here this morning, as he is on a trip with General 
Eisenhower to Holland and to Bremerhaven. Major General Noce, 
Chief of Staff of the European Command, stated that, inasmuch as 
General Handy is absent it would be necessary for him to remain in 
Heidelberg; however, if the chairman desired, he would catch a plane 
and come down today. 

I am glad to welcome you to a quartermaster depot, and hope that 
when you have completed your investigation, you will have a more 
complete understanding of our activities. I have asked members of 
my staff to make available to you, any and all information. If the 
data is not available here, we will see that it is furnished to you as 
promptly as possible. As an aid to orientate the committee, I will take 
about 5 minutes to high light the quartermaster’s operation in 


EUCOM. 
QUARTERMASTER RESPONSIBILITIES IN EUROPE 


The quartermaster’s main responsibility is to feed, clothe, and 
furnish gasoline and oil to the troops in Europe. We also furnish eer- 
tain services, such as laundry and dry cleaning, maintenance and re- 
pair of equipment, graves registration and disposal of property after 
it has been declared excess, and surplus to the need of forces over 
here. The map you see to your right is an outline map of Germany 
and France, and shows the existing and planned quartermaster de- 
pots. The blue line is the Rhine River. You are now at Giessen 
Depot. 

This depot has the responsibility for supplying nine installations 
and * * * troops in the area shaded, or outlined, in green. Mu- 
nich Quartermaster Depot has the job of supplying eight installations 
and * * * * troops in the area shaded in red. 

We are now building a new depot at Nahbollenbach, Germany, 35 
miles west of the Rhine. When this depot is ready, it will serve the 
green cross-hatched area, with four posts and approximately * * * 
troops. This depot will also serve all France. You will hear more 
about the line of communications when you are in France; however, 
we have, or will have, quartermaster installations and stocks located 
at Metz, Ingrandies, Perigueus, and La Pallice. In addition, we have, 
in France, strategic stocks of gasoline and oil at the points indicated 
by the funnels surrounded by the circles. We also have 3,000,000 
rations in Cherbourg, brought in at the time of the airlift. These 
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we will withdraw shortly. I realize that to keep the cost to the 
American taxpayer down, the Department of Defense, each of the 
components—Army, Navy, and Air Force—must do an effective man- 
agement job, and exercise real stewardship. Our requirements must 
be rock bottom, but adequate to do the job. We must have what we 
need at the right spot, and we must make sure that we don’t order 
more than is needed. Members of my staff will try to high light this 
for you. 
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ORGANIZATION CHART —QM DIVISION EUCOM 
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As for how well we are doing on common items of supplies and 
equipment, you committee members may have gathered many impres- 
sions; from the quartermaster picture, the cooperation of cross 
servicing between the Army, Navy, and Air is manifested for quarter- 
master type items in the following manner: 


CROSS-SERVICING IN QUARTERMASTER-TYPE ITEMS 


1. Subsistence is furnished the Air Force and Navy land-base per- 
sonnelas wellasthe Army. Our job includes making up requirements ; 
the budget, as far as the Army personnel is concerned, requisitioning, 
storage and issue at our depots to all three services. Subsistence is 
furnished the Air Force and Navy on a reimbursable basis. 

2. Quartermaster procured petroleum products are supplied to the 
Air Force and Navy on a reimbursable basis. Military Sea Trans- 
portation Service ships are serviced at ports in Germany, with fuel 
through a bunkering service contract. These servicing costs are 
charged to occupation. In other words, paid for by the Germans. 

3. Equipment is made available to the Air Force and Navy on a 
reimbursable basis at the request of either department. 

4, Storage space available to the quartermaster of this theater is 
utilized by the Air Force to the extent of approximately 400,000 square 
feet, to preclude aan, reo of facilities. To somewhat reduce the 
drain on our national resources at home, we are buying some things in 
Germany, France, Belgium, Denmark, Holland, and Italy. During 
the past year we have spent slightly over $57,000,000 for quartermaster 
supplies and equipment. Of this sum, 60 percent of that, or $34,- 
000,000, came from occupation costs. Forty percent, or $23,000,000, 
came from appropriated funds, appropriated by the Congress of the 
United States. With the money from the occupation costs we have 
bought household, oflice, and troop furniture, as well as equipment 
for the troops, such as kitchen and mess items, and paper products. 
With the money appropriated by Congress, we have purchased sup- 
plies, as I indicated, amounting to $23,000,000. Of this sum, over 
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$10,000,000 was spent for food, mainly eggs, butter and milk, fresh 
fruits and vegetables. Approximately $13,000,000 was spent for 
blankets, mattresses, cots, sheets, pillow cases, etc. Of all these items 
of equipment in the last group I mentioned, they were needed to supply 
the increased forces, mainly the Fourth Division, the Second Armored, 
the Forty-third, and the Twenty-eighth, the latter just now arrived. 

I will be followed by Lt. Col. Paul Flynn, who is Chief of the 
Requirements and Distribution Group. This group is a part of my 
oflice but, due to lack of space in Heidelberg, is physically located 
at, Giessen. 

Colonel Flynn will go over the manner in which we compute require- 
ments and how we control and distribute our stocks in Europe. In 
his talk, Colonel Flynn will discuss the normal theater stocks. In 
addition, we are stocking France, strategic stocks equivalent to 60 days 
of items for combat, except for gasoline, which is 40 days for the 
Ground Forces and 60 days for the Air Force. Colonel Flynn. 


STATEMENT OF LT. COL. E. P. FLYNN, COMMANDING OFFICER OF 
THE 7856TH QUARTERMASTER REQUIREMENTS AND DISTRIBU- 
TION GROUP 


Lieutenant Colonel Firynn. We have prepared three 20-minute 
presentations. I shall discuss the mission, organization, and func- 
tions of the Requirements and Distribution Group, the quartermaster 
stock control point. 

Major Whalen of my staff will discuss the manner in which we em- 
ploy modern methods of machine accounting in our requirements and 
requisitioning operations. 

Major Dean of the Munich Quartermaster Depot will discuss the 
management of stocks at the depot and station level. 


FUNCTIONS OF QUARTERMASTER STOCK CONTROL POINT 


The 7856th Quartermaster Requirements and Distribution Group 
is, as General Middleswart pointed out, an operational element of the 
Quartermaster Division, European Command, although it is located 
here in Giessen Germany. Frequently referred to as the central quar- 
termaster stock control point, its major functions are shown as follows: 
_ 1. Determination of command control levels, or requisitioning ob- 
jectives. 

2. Determination of command requirements for every quartermaster 
item authorized to be issued to troops in the command. 

3. Preparation of command requisitions and the submission of 
these requisitions to the Overseas Supply Division, New York Port 
of Embarkation. 

4. Distribution of comand supplies received at European ports of 
entry at Bremerhaven and in France. 

Each of these functions dovetail and they form the framework about 
which the group is built. 

The Requirements and Distribution Group is organized as ‘illus- 
trated on this chart (chart II). You will note that the group has 
five commodity sections: Clothing and Equipage, General Supplies, 
Maintenance Supply, Subsistence, and Petroleum. 
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Commodities are assigned to each of these sections by Federal class 
of supply and each of the functions mentioned are performed by the 
sections, which are staffed with requirements specialists and property 
supply clerks trained in the particular Federal classes of supply as- 
signed thereto. 

The Supply Control Section and the Logistics Compilations Section 
are the coordinating agencies within the group. Their aim is to in- 
sure uniform application of supply control policies and machine 
methods and procedures by the five commodity sections. 

The adjutant and headquarters detachment are purely administra- 
tive. 

The group’s most important function is the determination of com- 
mand control levels or requisitioning objectives. 


EUCOM REQUISITIONING OBJECTIVES 


The European Command is authorized a requisitioning objective 
of 180 days and chart III illustrates the make-up of this level (chart 
111). Our objective is to stock 60 days of supply in command depots, 
30 days of which is the reserve quantity below which our stocks must 
not fall. 

COMPOSITION OF REQUISITIONING OBJECTIVE 


EXPRESSED IN DAYS OF SUPPLY 
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The order and shipping time to the European Command normally 
consumes 120 days, which represents stock on requisition, and this 
added to the stockage objective of 60 days equals the requisitioning 
objective of 180 days. I want to emphasize one thing, and that is that 
we do not stock 180 days of supply. We stock 60 days of supply and 
the remaining 120 days is a on order in the pipeline. 

This must be translated from days of supply to quantitative control 
levels for every item authorized for issue, and this is the key to our 
entire requirements and requisitioning process. Many elements are 
involved in establishing a control level or requisitioning objective. 
They are: 

(a) Published replacement factors and consumption rates. 

(6) Issue éxperience. 
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(c) Projected troop strengths. 

(d@) Population of major items of equipment. 

(e) Other elements—annual maneuvers, seasonal demands, and 
temporary staging areas. 

(7) Judgment and common sense. 

I mentioned that we use published replacement factors. We have 
a replacement factor in Department of the Army publications for every 
item which we requisition. We use this each time we initially estab- 
lish a level. 

We accumulate issue experience through the medium of quarterly 
stock analyses. Issue experience is contained in these analyses for 
every item of quartermaster supply. We accumulate issue experience 
by month and by quarter as far back as the machines go, and that is 
4 years. 

DETERMINATION OF CONTROL LEVELS 


As the troop strength of the command is increased or decreased we 
must revise our control levels accordingly. As the population of 
major end items is decreased or increased we must decrease or increase 
re levels for accessories, components, and spare parts accord- 
ingly. 

We do not have the final say on control levels. All new levels and 
changes to control levels are recommended monthly to the Department 
of the Army (OQMG) for approval. When approved, the revised 
level becomes the established level. 

Closely related to the determination of control levels is the deter- 
mination of requirements. Intelligent requirements planning is the 
result of proper control levels. 


COMPUTATION OF REQUIREMENTS 


To compute requirements for an item, a formula which is readily 
adaptable to electrical accounting machines is employed. We con- 
sider quantities of the item on hand and due-in as assets, and the con- 
trol level and dues-out, if any, as liabilities, and the difference is the 
requirement for the item. 

Major Whalen, of my staff, will explain the details of this operation 
to you at the conclusion of my talk. 

Ince requirements are determined, command requisitions are pre- 
pared for submission to the Oversea Supply Division, NYPE. Major 
Whalen will likewise discuss the manner in which we have adapted 
the use of electrical accounting machines to the requisitioning process. 

I wish to briefly cover the frequency of submission of requisitions, 
which is illustrated on this chart (chart IV). 
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FAST-MOVING ITEMS REQUISITIONED MONTHLY 


We employ four requisition cycles in this command and submit 
requisitions monthly, quarterly, semiannually, and annually. Fast- 
moving items with a high consumption rate, e. g. subsistence, expend- 
able stationery, and office supplies, ete., are requisitioned monthly. 

You will note that the requisitioning objective and our levels and 
order and shipping time are identical to the days of supply expressed 
in chart II. For the item of soap in the illustration, the requisition- 
ing objective of 180 days (3,000,000 pounds) consists of the operating 
level (500,000 pounds), the minimum level (500,000 pounds), and our 
pipeline stock of 2,000,000 pounds. Now if the troops in the com- 
mand used 500,000 pounds of soap every month we would requisition 
that quantity each month, have the minimum level of 500,000 pounds 
on hand at all time and have 2,000,000 pounds in the pipeline; how- 
ever, as you will see later this morning, these figures will vary from 
month to month, since during some months troops may consume 26 
or 27 days of supply and in other months 33 or 34 days of supply. 

All items are not requisitioned monthly, however, and in this respect 
we must deviate from the ground rules laid down in the chart on the 
opposite board (chart III). We do not deviate in principle, because 
to requisition less frequently than each month, we must increase the 
number of days supply in the operating level sufficiently to take up 
the slack between requisitioning periods to prevent exhausting stocks 
during these periods. 


SOME FAST-MOVING ITEMS REQUISITIONED QUARTERLY 


Fast-moving items with a moderate consumption rate, such as items 
of clothing and organizational equipment, are requisitioned quarterly. 
We submit a requisition each quarter for 36 pairs of shoes, low quarter, 
size 9B. We submit four requisitions a year to the Oversea Supply 
Division for this item rather than requisition 3 pairs 12 times each 
year. We cut down the number of requisitions, and the processing at 
the port and depots in the States by two-thirds. 


SLOW-MOVING ITEMS REQUISITIONED SEMI-ANNUALLY OR ANNUALLY 


Slow-moving items with a low consumption rate are requisitioned 
semiannually. For laundry-marking outfits our operating level is 
18 and we requisition that quantity twice a year rather than 3 each 
12 times a year. 

Slow-moving items with an infrequent demand such as extra large 
and extra small sizes of clothing are requisitioned annually. For 
shoes, low quarter, tan, size 15E, we requisition 36 pairs once a year 
rather than requisition 3 pairs each month. When we requisition 36 
pairs of shoes we requisitioned 3 cartons of shoes and if we requisi- 
tioned 3 pair each month, we would be requisitioning less than a case 
lot of 12 pairs. 
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Finally, the Quartermaster Stock Control Point is responsible for 
the distribution of all Quartermaster supplies received at European 
ports of entry at Bremerhaven and on the French coast. 

Ocean and supply manifests are air mailed by the New York port to 
the Rhein-Main Air Base and delivered by courier to the Requirements 
and Distribution Group. Within 24 hours after the receipt of mani- 
fests, distribution orders are dispatched to the port and it is obvious 
to you that the port must have their instructions prior to the docking 
of the vessel. 

The objective of port distribution is twofold: (1) To effect the 
orderly routing of supplies received ; (2) to maintain a proper balance 
of stocks in command depots. 

Continuing action must be taken to maintain stocks in balance be- 
tween depots, and it is usually more economical, from a traffic man- 
agement viewpoint, to effect proper balance from stocks arriving at 
Bremerhaven. 

I have endeavored to brief you on our more important functions— 
control levels, requirements, requisitions, and distribution. I know 
I have been brief but time would not permit being otherwise. Are 
there any questions ¢ 

Mr. Bonner. Suppose we hear the entire briefing and then we will 
have a discussion of points for development. 


STATEMENT OF MAJ. DONALD E. WHALEN, CHIEF, LOGISTICS 
COMPILATIONS SECTION, REQUIREMENTS AND DISTRIBUTION 
GROUP 


Major Wuaten. Colonel Flynn has pointed out that we are utiliz- 
ing the most modern equipment in the performance of our stock 
accounting and reporting functions. 

These devices are known as punched-card electric accounting ma- 
chines. Some of you possibly are acquainted with their utilization, 
and what results can be obtained from them. However, I would like 
to take a few minutes to review the basic principles of their operation 
in order that we all may be on common ground for their further dis- 
cussion. 

When electric accounting machine equipment is demonstrated, very 
frequently the mistake is made of rushing in and observing the ma- 
chines without any explanation of the theory of their operation. 

This theory is exceptionally simple contrary to common belief: 
Usually a bookkeeping entry or transaction must be reflected in sev- 
eral records and/or reports. As long as this transaction is merely 
typed or written on any ordinary piece of paper—this information 
must be transcribed manually each time the transaction is to be re- 
flected in a different record or report. 

However, if we take these basic documents, and record all of the in- 
formation ultimately required concerning these transactions in the 
form of punched holes in a uniform sized card similar to this one, we 
can utilize the principles of the player piano and have this infor- 
mation automatically (chart V). 
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by using electric accounting machines very rapidly and with consider- 
ably more accuracy than when done manually. 

Let me repeat—when we record all of the information concerning a 
transaction in this card, it then is in a “mobile” form where we can 
perform one or combination of any of these functions—on thousands 
of transactions—automatically—rapidly—and accurately. 

I will show you a few of the records we maintain in our stock-con- 
trol operations utilizing EAM-—-or electric accounting machines. 

The first of these is an operating record known as the stock availa- 
bility report (chart V1). ‘This shows us what we have, where we have 
it, what obligations we have on it, the condition it is in, for what in- 
tended purpose it is stocked, an indication of what active items are 
considered to be logical substitutes and the quantities of these substi- 
tutes that are available, and an indication of the control level on each 
standard item. 

This is a sample of the EUCOM stock availability report, only one 
page out of our complete availability listing. 

Columnar headings are more or less self-explanatory: Stock num- 
ber, nomenclature, unit of measure, location code, data of activity, 
condition code (indicating the condition of the item—whether it is 
new or used but serviceable, etc.), account code indicating the in- 
tended purpose for which the item is stocked, and quantities indicating 
on hand, due in, due out and the requisitioning objective. In con- 
sidering the first item, we have in the European Command 1,150 es- 
tablished as our requisitioning objective and an indication it is re- 
quisitioned every 3 months. The second line tells us that at the 
Giessen depot we have nothing on hand, 120 due in, 105 obligated as 
due out. The third line indicates that at Munich we have none on 
hand, 90 due in and 85 due out. The fourth line indicates we have 
900 due in to the European Command. The total line indicates our 
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stock position for the command—nothing on hand, 1,100 due in, 191 
due out, and the requisitioning objective of 1,150. The second item— 
overcoat, Women, with liner. Our level for the European Command 
is 500 requisitioned quarterly. Second line indicates that we have 
nothing on hand of the standard item but on a logical substitute—coat, 
WAC, utility, we have 200 on hand at Giessen. On a second substi- 
tute—raincoat, parka type—we have 70 on hand. 

You will note that substitute items are grouped with their respective 
standard items, the latter considered as assets when requisitioning on 
the States, and positive action is taken to issue them prior to the stand- 
ard item. The other items on the report can be interpreted in the 
same manner. 

I would like to emphasize that this report makes available to all 
Quartermaster stock and supply mala personnel—both here in 
EUCOM and in the OQMG—complete data as to our stock position at 
all times. 

Colonel Flynn has explained the factors bearing on and our method 
of computing levels—or requisitioning objectives. 

Remember the data we have m the availability report is all in the 
mobile punched cards we mentioned earlier. By automatically and 

rapidly processing these cards we can now apply a very simple formula 
in the calculation and preparation of our EUCOM replenishment 
requisitions on the United States (chart VII). 


FORMULA FOR 
COMPUTING REPLENISHMENT REQUISITIONS 





_ 














We have the requisitioning objective established on a standard item. 
From this we subtract the “on hand” and “due in” (notice we take 
credit for our logical substitutes) plus our due-out obligations to equal 
our required quantity. 

In making this calculation we prepare a worksheet—or as we call it, 
the Preliminary Requisition—indicating all factors considered in 
the computation as well as the final results (chart V IT). 

You can see that the same four items indicated in detail on our 
sample of the stock availability report are now reduced to four lines 
in this preliminary report. The first item is calculated and indicated 
as a net debit requirement of 231. The second as a net debit require- 
ment of 10. Notice that this is a small percentage of the requisition- 
ing objective of 500. The machines are set to automatically eliminate 
small debit quantities such as these. This “9” printing to the right 
of the stock number indicates this action. 

The third item is computed as a net credit or excess of 153. This 
item will automatically be eliminated by the machines when the final 
requisition is prepared. 
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; “ inally, the fourth item is calculated to a net debit requirement of 
83. 

This preliminary requisition is manually edited by the supply spe- 
cialists in the requirements and distribution group for the following 
types of action: 

1. Items in a large “Cr” condition are a flag that a portion of the 
quantities possibly can be transferred to an excess account. 

‘ 2. Small debit quantities may be deleted and requisitioned at a later 
ate. 

3. Unrecorded information may be known that items may become 
available (such as projected returns from a renovation program) or 
pending reductions in allowances, etc., that make it unwise to requisi- 
tion at this time from the United States. 

4. Recent supply information may indicate some levels should be 
revised immediately; these are computed manually and inserted on 
the worksheet. 


DUE IN CONTROL {3 


After this editing action is completed, the worksheet is returned to 
the Machine Records Unit where the cards are revised and the final 
requisition is prepared and forwarded by air to the NYPE (chart 
IX). {Not reproduced. | 

In utilizing this next chart (chart X) we can see that we have 
positive control over the items requisitioned up to the time they 
are actually on hand. 

In Colonel Flynn’s explanation of the requisitioning objective, he 
showed that 120 days of the supplies in the pipeline were allocated 
to the order-and-shipping time. This is made up of the time it takes 
to calculate and prepare the requisition here in Giessen, air-mail 
the requisition to New York where the items are extracted to various 
filler depots in the ZI, the shipping by train to the New York port, 
loading aboard ship, and forwarding to Bremerhaven. 

Simultaneous with the forwarding of requisitions to New York, 
cards are automatically prepared to establish the required quantities 
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on the requisition as “due in” to the command. This is considered 
a bona fide asset until it ‘s either received at Bremerhaven or a 
directive is received indicating that the item will not be supplied. 

When the ship’s manifest is received by the Requirements and 
Distribution Group, distribution clerks break down the cargo—as 
Colonel Flynn has already explained—considering the individual 
depot’s stock positions as reflected on the stock availability report. 

en the breakdown information is furnished the Bremerhaven 
port copies of this directive are furnished the electric accounting 
machine units where the items are dropped as a “due in” to the 
command, and are picked up “due in” to the individual depot. 

At the time the item is tallied in at the depot; it is dropped from 
the depot due-in records and picked up as on-hand quantity avail- 
able for issue. 

I want to emphasize again that we have positive control over all 
items requisitioned right up to this point. As to the control at the 
depot and post level, Major Dean will discuss this at the conclusion 
of my talk. 

We have briefly reviewed a small portion of the quartermaster 
stock and supply control functions and their adaption to the electric 
accounting machines method. There are many other applications 
too numerous to review at this time. 


USES OF ELECTRIC ACCOUNTING MACHINE DATA 


A few of the uses that one basic “mobile” punched card is auto- 
matically put to are: . 
1. Listing the Army shipping document. 
Recording the entry in a journal. 
. Posting to the ledger. 
. Preparing depot stock availability reports. 
. Preparing command stock availability reports. 
. Preparing world-wide stock availability reports. 
. Preparing transaction analysis reports. 
. Preparing consolidated stock Hook se reports. 
. As a byproduct, calculate and prepare these requisitions. 

In performing these functions the slowest machine operates at 
the rate of one transaction card per second, the fastest at a rate of 
almost 11 transaction cards per second. ‘ 

The EAM machines are utilized not only for regular depot stock 
accounting and reporting, but also by our quartermaster command 
echelon and by the Office of the Quartermaster General in Washing- 
ton. When supply control information is required above the depot 
level batteries of personnel are not required to abstract information 
from manual records in the compilation of a report. Because the 
information is in a versatile and mobile form it can be readily obtained 
by machine from the cards in time to make the statistics worth while. 
A good example of this is our EUCOM stock availability report. The 
cut-off time in the depots is Friday afternoon at 5 o’clock. During 
that evening, the normal depot stock accounting operations are per- 
formed; the cards representing the new stock position are forwarded 
to Giessen ; and the current stock availability report is compiled, ready 
for use at 0800 hours Monday morning. 
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I would also like to emphasize that these current records are readily 
available for administrative supervision. The information is not 
“lost,” short supply is spotted before it is too late, and likewise a ten- 
dency to get into a long supply position is flagged before serious 
excesses are stockpiled. 

This afternoon we had a short tour scheduled to see the machines in 
operation at Stock Accounting Branch right after lunch. At this 
time, Major Dean will discuss the management of stocks at the depot 
and station level. 

Major Dean. 


STATEMENT OF MAJ. P. C. DEAN, CHIEF, STOCK CONTROL DIVISION, 
MUNICH QUARTERMASTER DEPOT 


Major Dean. You have heard this morning how, through careful 
calculation, use of experience data and reference material such as 
consumption statistics, and finally, through the use of modern business 
techniques by means of EAM mi chines, EUCOM theater stocks are 
maintained, computed quantitatively, and controlled down to and 
including depot level. Assuredly to make use of all that has preceded 
depot handling, control must not cease just at the point where fe gir 
seem to have reached the final stage of their journey to the hands of 
the user. 
It is the control that is maintained of post stocks through depot-post. 
relationship that I intend to brief you on at this point. 
As with the theater, stocks at post level are also determined in terms 
of the number of days of supply. Circular No. 98, published by the 
headquarters of the European Command, is the basic par gucn ocu- 


ment which deals with the approved number of days of sapply for 


posts and depots. I refer you to the excerpt from circular No. 98 


which is the bible dealing with this subject (chart XI). 


HEADQUARTERS, EUROPEAN COMMAND 
Circular No. 98 APO 403 
23 July 1951 
(Applicable only to United States Army Elements) 


Effeetive until July 23, 1952, unless sooner rescinded or superseded 
SUPPLY POLICIES AND PROCEDURES 
. EXTRACT 


* * * bal * * * 


3. Stock control levels (see TM 388-400, as changed) .—The stock control level 
represents the requisitioning objective and is equal to the maximum quantities 
of matériel to be maintained “ton hand” and “on order” to sustain current opera- 
tions. It consists of the sum of stocks represented by the operating level, safety 
level, and the ordering and shipping time. Based upon the prescribed number 
of days of supply as authorized by Annex A, stock control levels will be estab- 
lished quantatively as follows: 

* * * 
sy command of General Handy: 
DANIEL NOCE, 
Major General, GS, Chief of Staff. 
/s/ L. V. Warner, 
/t/ L. V. WARNER, 
Colonel, AGC, 
Adjutant General. 
Distribution: A 
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ANNEx A TO EUCOM Crrcurar 98 


Prescribed days of supply (Requisitioning objective) 





| } | 
| Military |EUCOM) 








Class of supplies | Depots ! “posts? | COMZ7 | Units 
ie AP at NaS) eh Ree eRe apeanay Ge | 3 180 60 | 75 | Seven days of supply type ‘‘A’’ ration ¢ 
| | plus prescribed boad.é 
Cr ero AF Sh ek oii 184 60 | 75 | Prescribed load.5 
7). ROE eee er ey 180 60 | 75 | Do.5 
Class IV (except repairs and utili- | 180 | 60 | 75 | Do. 
ties). | | | | 
Class IV (repairs and utilities) - _- | 180 90 90 | Dos 
rc NE ave ati ethene Siegemaet | oO |} © | & | Basic load. 
| 





1 Where technical services have more than one depot stocking the same item of supply, the stock levels 
preseribed above for each depot will not exceed the over-all command stock control level established quan- 
titatively by chiefs of technical services for such items of supply. 

2? Maximum authorized operating level is 30 days. Order and shipping time normally is 30 days. 

3 Includes operational rations. 

* Stock levels will be determined by ration cycle and will in no case exceed 7 days of supply on hand at unit. 

5 Prescribed and basic loads are covered in appropriate EUCOM publications and technical directives. 

6 Class V supplies will be in rounds for each weapon or for each man, for each day, as prescribed by Ord- 
nance and Chemical EUCOM technical directives. 

7 Maximum authorized operating level is 30 days; maximum safety level is 15 days. Order and shipping 
time normally is 30 days. 

8 Prescribed days of supply authorized Berlin military post are covered in a separate directive and are not 
changed by the provisions of basic circular. 


By command of General Handy: 
Official : 
/8/ IL. V. Warner 
/t/ I. V. WARNER 
Colonel, AGC 
Adjutant General. 
DANIEL NOCE, 
Major General, GS, Chief of Staff. 

Turning to the back page of the circular we see that the various 
classes of Quartermaster supply have been established in terms of 
days of supply for each of the types of installations serviced. The 
depots have already been covered. The column marked “Military 
posts” indicates that 60 days of supply for the various classes are 
authorized. Now, when we refer to military posts in this column, we 
are speaking about the stations in Germany. The next column, headed 
“EUCOM COMZ,” sets forth a 75-day contro] level. The reason for 
the difference or the increase is that the “communications zone” sta- 
tions are all in France, and it requires more time to get the requisitions 
to the depots as now located and the supplies back to those stations. 
This at the moment is a temporary measure, until such time as other 
supply installations can be established to suit their needs. 

To implement this directive, and assure that its provisions are care- 
fully put into practice, two major steps are taken. These major steps 
are: (1) Control through station stock-analysis liaison teams, and 
(2) through depot editing procedures. The first of these major 
steps—namely, the depot laison team—is a group of officers and en- 
listed men trained in control-level procedures. Each of the depots 
has such teams asigned who function under the stock-contro] division 
of the depot and, through normal chain-of-command procedures, re- 
port to the director of supply and the commanding officer of the 
depot. 
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FUNCTIONS OF DEPOT STOCK CONTROL TEAMS 


Their mission and function can be most adequately defined by ref- 
erence to the letter, dated 10 September 1950 (chart XII), This serves 
as an introductory letter, which the team captain utilizes at the out- 
set of his visit to an installation which is to be surveyed. A copy 
of this letter is presented to the post CO, post S-4, and the post 
quartermaster, and to any other interested agencies which might be 
involved in the work that will be undertaken by the team during 
their stay. Let us assume for a moment that my audience is taking 
the place of one of these interested agencies and that I, the team cap- 
tain, have just arrived at your station to perform a stock-control 
liaison visit. I feel that a review of what actually takes place will 
give you an insight on how these teams operate and what their value 
is in the control of stocks from depot to post and from post to the 
using agency. 


HEADQUARTERS, MUNICH QUARTERMASTER Depot, APO 407 


MQS-SC 400.211 10 SEPTEMBER 1951 
DEPOT STOCK-CONTROL TEAM 


Mission—To assure that the technical interest and responsibilities of OCQM 
EUCOM with respect to Quartermaster class II and class IV supply at posts are 
fully recognized and effectively carried out. 

Functions.—To accomplish this mission, the depot stock-control teams will 
perform the following broad functions: 

(1) Review and approve post-control levels with the object of providing ade- 
quate and timely supply of all authorized Quartermaster class II and class IV 
supplies and equipment required by posts and to prevent accumulation of excess 
stocks at station. 

(2) Interpret and assist in the practical and intended application of Depart- 
ment of the Army, EUCOM, and Quartermaster depot directives and instructions 
which pertain to Quartermaster class II and class IV supply policy and 
procedures. 

(3) Furnish technical assistance to installations where changes in the in- 
stallation mission, fluctuations in troop strengths, or any other condition give rise 
to supply deficiencies or difficulties. 

(4) Perform any other specific supply functions which may be assigned as 
requested by the post. 

Duties.—(1) Review and approval of post control levels. 

(2) Determine excess on stock record cards which should be declared and 
returned to supply channels. 

(3) Review units and subposts supply procedure and make comparison of 
equipment and supplies on hand against authorized allowances. 

(4) Review of stock record account: Review requisitions received; proper 
editing procedure; stock records (pertinent data); memorandum receipts; un- 
serviceable property account; warehouse section. 

(5) Check last report of audit to determine if report reflects major defi- 
ciencies or irregularities for which corrective action should be taken and assist 
in clearing any deficiencies noted by auditors. 

(6) Quartermaster clothing sales: check for requisitioning procedure; estab- 
lish control levels; report excesses; check that all items authorized for stockage 
are either on hand or on requisition. 

(7) Review and examine the possible existence of any unprocessed excess 
stocks in warehouses, classification and reclamation operations, salvage opera- 
tions, or any other activity where stocks may be physically located. 

(8) Report evidence of unsatisfactory depot supply te the depot for corrective 
action. 

1. Corrections and instruction during and after the review of Quartermaster 
operations.—Minor deficiencies in supply practice and misinterpretation of sup- 
ply policies will be corrected on the spot and post personnel instructed in proper 
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methods. Outstanding discrepancies will be brought to the attention of responsi- 
ble operating officials to effect corrective action. 

2. Conclusion of visit —Observations and recommendations will be discussed 
in detail with the post S-4, quartermaster, and his accountable property officer 
after all activities have been reviewed. Shortcomings or deficiencies will be 
clearly presented, together with recommendations for corrective action. These 
same findings will be included in a formal report prepared and submitted in 
conclusion of visit. It will also be discussed with the post commander if he 
elects to discuss with the team. 

My mission is to assure that the technical interests and the responsi- 
bilities of the chief quartermaster in EUCOM with respect to quarter- 
master supply at posts are fully recognized and effectively carried out. 
To accomplish this mission I have several functions. 

1. I will review and approve post control levels with the object of 
providing adequate and timely supply. 

2, I will interpret and assist in the practical and intended applica- 
tion of the Department of the Army and EUCOM publications or of 
other agencies which are in a position to establish rules governing 
supply. 

3. 1 will furnish technical assistance to these installations where 
necessary. 

4, I will attempt to solve any problems that they may have in their 
relationship with the depots and, if I am not able to solve them, I will 
bring them back to the depot where they can be solved. 

To carry out these functions, my duties are: 

1. To review and approve control levels, and that I determine as my 
main function. Since itis my main function, we will go into it a great 
deal more in detail after we have discussed what my other duties are. 

2. I will attempt to determine excesses that exist at posts and make 
arrangements for their return to normal supply channels. 

3. I will review unit and subpost supply procedures to insure that 
they are conforming to proper practices. 

4. The stock record account will come in for a considerable review. 
In that regard I will review the requisitions that have been received 
at the posts from the units they are supplying, and I will be interested 
in whether or not those requisitions contain proper authority or con- 
form to proper practices. 

5. I will look at the editing procedure at. the post quartermaster’s 
office to see whether or not his editors are familiar with their duties and 
whether or not they have the tools available to them to perform proper 
edit functions. 

6. I will look at the stock records to insure that those stock records 
include pertinent data, and that that data is accurate. 

7. The memorandum receipt account will come in for close scrutiny. 
The memorandum receipt account is that record of property that is 
loaned to a unit while it is at a station. I will look at that to see 
whether or not they have too much or not enough to accomplish their 
mission while located there. 

_8. The unserviceable property account must also be reviewed for 
the purpose of determining whether or not items of supply which have 
been turned over for repair and renovated are being given that atten- 
tion in sufficient time to get them back to normal supply rather than sit 
and accumulate dust. 
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9. At the same time I will look at the expendable supplies that 
are used in connection with that repair to insure that they are being 
given proper treatment and used for the purpose for which intended. 

10. The warehouse section must also be checked to see whether or not 
supplies are on hand which are not recorded, and secondly whether 
or not, while in storage, supplies are given adequate protection. 

11. I will look into the last report of audit of accountability. While 
doing that I’ll want to know whether or not the accountable officer 
knows how to maintain his account and, if not, to give him the infor- 
mation that he needs. 

12. In the clothing sales stores I will do practically the same things 
that I have just referred to. 

13. I will review and examine the existence of processed excess 
stocks that haven’t been reported, and proper action not as yet been 
taken. 

14. Finally I will report all of this to my own superiors, who in turn 
will formalize a report and forward it through command channels to 
an echelon that can take corrective action. 

As you ean see from all that I have said I am going to do, that I must 
be a pretty well trained specialist, or I must have members on my team 
who are well-trained specialists and know what they are doing. I am 
not going to be able to walk in there this afternoon, sit down at a desk, 
and do this and leave the following morning. The team visit at a 
station normally consumes from 4 to 6 weeks, and all of these things 
that we have talked about are gone into thoroughly and minutely, to 
determine the accuracy of records and procedures. 

That will give you a broad outline of the team’s over-all duties. But, 
I am sure you are a great deal more interested in the control level we 
have spoken about, and how it is arrived at. In a word, the level is 
based on past issue experience in which issues are of a valid nature, and 
which can be traced to a definite troop strength. The information 
upon which this issue experience is based, is taken from a post stock 
record card. The stock record card at post level takes the place of 
the EAM machine at theater and depot stock-control points. It is a 
manually posted record which reflects the incoming and outgoing ship- 
ments at posts and it is backed up by vouchers which cover each of the 
transactions recorded. This blown-up sample of a stock record card 
will give you an idea of the type of information which is included on 
such records and how it is compiled (chart XII1). 


INFORMATION ON STOCK RECORD CARDS 


On that stock record card you have identifying information: The 
description, the nomenclature, the stock number, the standard pack, in- 
formation as to the presently established control level, and space for 
recording any substitute items that may be authorized as bona fide 
substitutes for them, which actually parallels what the Requirements 
and Distribution Group has done on their command requisition. I 
can record on this card my dues-in from depots and my dues-out to 
units that I am supplying. I can record receipts from depots, and 
issues that are made. 
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DETERMINATION OF CONTROL LEVELS 


We are interested in the control level, and where I obtain the infor- 
mation for that. The control level itself quantitatively will represent 
that amount of supply that I will have on hand at the post to meet my 
everyday replacement needs, so the information then must come from 
the replacement issues as recorded in the “Replacement issue” column. 
Now to clarify that a little, let’s assume that after I have scrutinized in 
that column all of the issues made against it, I come up with the statis- 
tic that shows that approximately 50 of an item are used every 30 days 
at the station, and that the troop strength at the station, or the support- 
ed group of people there, amounts to 5,000. It is then a simple matter of 
mathematics to figure out that 10 of the items are needed for every 
1,000 people or that 1 of the item is needed for every 100 people 
located at that station. My next action is to see what strength will be 
supported at that station after I have left, and apply that factor to it. I 
express this in terms of 60 days of supply for stations in Germany, or 
75 days for stations in France and I obtain my quantitative level. 

Where such experience data is either not available or is inaccurate, 
published factors are used until such time as the actual experience data 
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of that post can be put together in a manner which will reflect the true 
conditions. 

Once a level has been established, the station, the depot, and the Office 
of the Chief Quartermaster are advised of this by means of an electric 
accounting machine listing (chart XIV), which lists the items which 
I have surveyed and established levels for. You will note that the 
indicate stock number, nomenclature, unit of measure, and the quanti- 
tative level that has been established. Copies of this EAM listing are 
provided the Requirements and Distribution Group for their review 
and copies are sent to the Office of the Chief Quartermaster for further 
review, and the depot itself uses it as the authorization for editing 
requisitions from the station. 





REQUISITION 


Commanding Officer, Munich QM Depot, APO 407, US Army pee. of } Pages 
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look 
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w/tools 


41-T-3539-10 Tool set, plumbers, compl 
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I said earlier, that the depot uses two major means of cor rol, and 
that the first was the liaison team we have just discussed. ‘he second 
major means available, is a Requisition Editing Unit at each of the 
depots, which examines minutely, requisitions submitted by posts for 
either their replacement stocks (60-day level), or, for special require- 
ments of an initial issue nature. 

It can be seen, that we have two types of requisitions which this 
{diting Section must concern itself with, and we have samples of both 
(charts XV and XVI). It is necessary to distinguish initial issues 
from replacement requirements in that replacement requirements 
come out of the normal 60-day control level, whereas, initial issue re- 
quirements are not computed therein and must be obtained separately. 
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2T7-S-7090-15 Sheet cotton bed 63 x 108 845 


945 | 40 
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It is anticipated that initial issue requirements will not be of a re- 
curring nature, and therefore, should not be planned in the regular 
control level. This thinking follows clear back to the ZI in that, 
over-all theater needs for initial i issue are obtained separately and are 
even computed separately at Department of the Army level. To get 
back again to this Editing Section, and their two types of requisitions, 
the information in the basis and author itv on these requisitions, must 
conform to proper practices before an issue will be made. 

The T/O & E or Table of Organization and Equipment quoted on 
the requisition for initial issue is compared at depot level with the 
items and quantities requested. Where the two agree, the issue is 
made. As to the replacement type of requisition, the ‘control level pre- 
viously approved, is the determining factor. The figures quoted in 
the control level column are compared against the approved control 
level, and where both agree, supply action . istaken. The other figures 
in the other columns on this type of requisition are checked for mathe- 
matical accuracy at the same time. 

The control does not cease with the depot function although it is 
reviewed by the Director of Supply at the depot, and the commanding 
officer of the depot, but a further check takes place at command level. 

Weekly, depots publish a weekly transaction analysis which is a 
history of their issues and receipts for a week’s s period. Copies of cer- 
tain requisitions for initial issue calling for critical items of supply or 
control items of supply are forwarded to the theater headquarters for 
additional review. Copies of Back-Order Listings which generally 
cover items in short or near short supply are also provided to the 
theater headquarters for further review. All of these records are 
reviewed by the Requirements and Distribution Group and the Office 
of the Chief Quartermaster. 

The Audit Agency checks the depot as to its accountability prac- 
tices, whether or not it is maintaining proper ace ountability, and a 
proper record of the supplies shipped to it for s safekeeping. The In- 
spector General checks the depot as to whether or not it is scrutinizing 
the basis and authority that are quoted on requisitions received from 
stations. And so you see, with the system of checks and balances one 
against the other, the supplies are controlled fr om the time that they 
reach the theater until that mop or broom is given to the soldier. 
That’s all. 

(At this point, questions, as outlined on succeeding pages, were 
directed by the subcommittee members to Qui wrtermaster representa- 
tives participating in the hearing.) 

Mr. Bonner. Mr. Donohue. 

Mr. Dononve. General, I think you stated in your opening re- 

marks that the depot here ‘supplies several other activities within the 
Gin area. How many did you say—or was it Colonel Flynn? 


Major General Muppieswart. Nine installations and * * * 
troops. 

Mr. Donouvr. What do those installations consist of? Are they 
all Army? 


Major General Mippteswarr. For certain classes they are Air 
Force, Other things, Army, but principally Army. 
Mr. Dononvr. How many of these installations are Air Force? 
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STATEMENT OF COL. WILLIAM E. BARKSDALE, CHIEF, SUPPLY 
BRANCH, QUARTERMASTER DIVISION, MUNICH QUARTERMAS- 
TER DEPOT 


Colonel Barkspate. Just one, Wiesbaden. Wiesbaden is under the 
command of the Air Force. 

Mr. Dononvr. How many Navy? 

Colonel Barkspatr. None specifically Navy. 

Mr. Donouvr. Did I understand you correctly, General, when you 
said this depot supplies not only Army but Air Force and Navy with 
fuel, food, and clothing ? 

Major General Mrtppieswarr. No, sir. We supply certain items to 
the Navy. We furnish subsistence to. the Navy. That is generally 
supplied at Bremerhaven or wherever the Navy happens to be. And 
if the Navy wants, say business machines or something of that nature, 
we ship them out to wherever they want them. 

Mr. Dononve. Do you get many requisitions from the Air Force 
and the Navy for different items? 

Colonel Barxspate. Food items; yes, sir. Food items and POL 
items, that is, petroleum. We do get them, sir. Items of clothing are 
requisitioned here on the stocks that they have. I believe the General 
brought out that they had roughly 400,000 square feet of storage space 
for Air Force supplies we actually store. They requisition on the 
depot for these clothing items. 

Mr. Dononvr. Now do they use the same form of requisition that 
vour Army installations use when they require you to ship these dif- 
ferent items to them? 

Colonel Barkspate. Can you answer that, Major Dean ? 

Major Dean. Yes,sir;I can. It isthe same form, sir. 

Mr. Dononvr. And have you ever received any complaints from 
either the Air Force or the Navy that they weren’t getting their sup- 
plies in time? 

Major General Mipp.eswarr. I recall of none, sir. I talked to the 
Navy commander and General Strother, the commander of the Air 
Force, over here about once a week. Of course, I have only been here 
about 4 months. I recall no complaint of any character from either 
of those gentlemen. 

Mr. Donouve. Now what articles of clothing do you ship to the 
Air Force and the Navy? 

Mr. Bonner. Excuse me a minute, Mr. Donohue. For the purpose 
of our tape, when any gentleman answers a question, if he'll please give 
his name. 

Mr. Donouve. Now what articles of clothing do you store and ship 
to the Air Force? 


QUARTERMASTER SUPPLIES STORED AND SHIPPED TO AIR FORCE 


Lieutenant Colonel Ftynn. We store and ship to the Air Force the 
items which represent the Air Force equity in our stocks which were 
transferred to the Air Force account at the time of the split of stocks. 
When Ifirst came to Giessen a year and 3 months ago, we were requi- 
sitioning for the Air Force, and the Air Force stocks of all items across 
the board, except blue uniforms and peculiar items, were brought into 
our command depots and stocked in an Air Force account. They went 
into the same pile as the Army stocks, but for purposes of account- 
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ing we maintained two machine accounts, account 11 and account 71. 
We no longer requisition for the Air Force for class II and IV items, 
clothing items, and equipage items. 

Mr. Dononvur. When did that. stop ? 

Lieutenant Colonel Fiynn. We ceased requisitioning for the Air 


Force on June 1. Let me correct myself, we did it progressively. 


We started on June 1 and we stopped requisitioning entirely on Sep- 
tember 15. 

Mr. Donouvr. What was the reason for you to stop? 

Lieutenant Colonel Fiynn. We stopped requisitioning for the Air 
Force base on an Army-Air Force agreement which set forth the 
phased program that would be utilized by the Air Force in picking 
up their own requisitioning, storage, and issue procedures. Now, as 
General Middleswart pointed out, we are still storing supplies and 
still issuing supplies to the Air Force, and the supplies that are being 
stored are the Air Force equity that they had in their account in our 
depots at the time of the cut off, and the supplies that are being issued 
presently and will continue to be issued are the remaining stocks of Air 
Force supplies that were in that Air Force equity. 

Mr. Donouiur. And when that equity is exhausted ? 


AIR FORCE DEPOTS TO SUPPLY FUTURE AIR FORCE REQUIREMENTS 


Lieutenant Colonel Ftynn. When that equity is exhausted the Air 
Force troops in this command will look to the Erding Air Force depot 
in Bavaria, the Air Force French depot at Chateauroux, and to Wies- 
baden entirely. 

Mr. Dononur. Well up until June 1 of this year when you were 
requisitioning supplies in the States, you included in that requisition 
the needs for the Air Force? 

Lieutenant Colonel Fiynn. Up until June 1 we submitted separate 
requisitions. We requisitioned for the Army account and for the Air 
Force account, but the procedure was identical. 

Mr. Dononvr. And also was a separate requisition sent in for cer- 
tain supplies that might be used by the Navy ? 

Lieutenant Colonel Ftynn. No, sir. 

Mr. Dononve. That was included in—in which requisition ? 

Lieutenant Colonel Fiynn. No, sir. To the best of my knowledge, 
no,sir. In facet I do not know for sure. 

General Mippteswarr. Mr. Abersfeller, can you answer that ques- 
tion ¢ 


STATEMENT OF H. A. ABERSFELLER, CHIEF OF THE SUPPLY POLICY 
SECTION, SUPPLY BRANCH, QUARTERMASTER DIVISION 


Mr. ApersreLuer. To the best of my knowledge, no requisitions 
were forwarded for the Navy. The Navy is supported through the 
military posts in which they’re based and as such the issue requirements 
for the Navy would reflect on the military posts level. 

Mr. Dononvr. And how would they be reflected up to say 

Mr. AsersreLier. | am sorry, sir, I didn’t hear that. 





Lieutenant Colonel Suaventer. Mr. Chairman, may I bring up a 
point ¢ 
Mr. Bonner. What is your name? 
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STATEMENT OF LT. COL. DONALD F. SLAUGHTER, SUPPLY BRANCH, 
LOGISTICS DIVISION, HEADQUARTERS, EUROPEAN COMMAND 


Lieutenant Colonel Stavenrer. There are only approximate- 
ly * * * Navy troops in Germany and the problem is so small 
that there is no separate procedure established for them here. Their 
requirements are fitted in with the Army requirements. 

Mr. Dononvur. Well understanding as I do, or I think as has been 
stated that everything is conducted on a reimbursable basis, how did 
you keep records of what might be drawn on your supplies here by the 
Navy ? 

REIMBURSEMENT PROCEDURES FOR SUPPLIES TO NAVY 


Mr. ApersrecLerR. The supplies for the Navy, I believe we will have 
to start first in classes. Subsistence is an example. First the naval 
land-based personnel reported monthly to the Office of the Chief 
Quartermaster by military post making such issues. Those issues are 
compiled moneywise and forwarded to the Office of the Quartermaster 
General for necessary reimbursement. On items of class II and IV, 
such as kitchen and mess equipment, bedding items, those items, when 
issued, are issued on memorandum receipts, and are not, or do not 
belong to the Navy when so issued. They are still retained on the 
Army account. 

Mr. Donouvr. Well, aren’t many of those items expendable and 
how and what happens when their usefulness, when their use has 
been outmoded, and they have to be salvaged ? 

Mr. AsersreL_er. In those cases, sir, the items are absorbed by the 
Army, there is no reimbursement effected for expendable items. They 
are issued from our stocks. In most instances, the Navy does have 
expendable items of their own which they receive from their own 
sources. 

Mr. Dononvr. Well, I don’t know as it is quite clear to me. The 
certain items that are issued to the Navy are so issued, but they are 
retained in the Army account, and do I understand that as a result 
of their being retained in the Army account, no charge is being made 
against the Navy? 

Mr. ApersrevLer. That is true, sir, in the cases of those items which 
are so-called nonexpendable. Yes. 

Mr. Donouve. What about the expendable ? 

Mr. Apsersre.ier. Well, those expendable items, they’re issued de- 
pending upon the locality and the strength. If the strength is small, 
the requirement is small and generally is absorbed. In some instances, 
however, it is performed on a reimbursable basis. 

Mr. Dononvr. When you're requisitioning the days of supplies for 
your depot here on the 180-day level, do you take into consideration 
the number of Navy ny ‘that might ‘be in the area? 

Lieutenant Colonel Fiynn. No, sir, we do not. As Colonel Slaugh- 
ter from Logistics Division Bhi out there aren’t more than — per- 
sonnel involved and the effects of that small group of people have no 
bearing on our levels. 

Mr. Dononver. Do I understand that these — Navy men draw their 
food from your depot ? 

Lieutenant Colonel Fiynn. Yes, sir. 
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Mr. Donounve. Do I understand that they draw certain items of 
clothing on your depot ¢ 

Lieutenant Colonel Fiynn. I cannot answer the latter question. 
Colonel Morgan 


STATEMENT OF LT. COL. REUBEN T. MORGAN, CHIEF, CLOTHING 
AND EQUIPAGE SECTION, SUPPLY BRANCH, QUARTERMASTER 
DIVISION 


Lieutenant Colonel Morean. No, sir, no clothing items are drawn 
by the Navy in this command, all their items are distinctive. Nothing 
is supplied in the clothing line by the Army. 

Mr. Donouur. Do they draw any food on your depot? Fuel, 
rather ¢ 


STATEMENT OF LT. COL. WILLIAM E. HARPER, JR., CHIEF, SUB- 
SISTENCE SECTION, SUPPLY BRANCH, QUARTERMASTER DIVI- 
SION 


Lieutenant Colonel Harrrr. In regard to food 
Mr. Donouve. No, fuel. 
Major General Mippteswart. Colonel Bennett. 





STATEMENT OF COL. CLETOS 0. BENNETT, CHIEF, AREA PETROLEUM 
OFFICE, EUROPEAN COMMAND 


Colonel Bennert. Yes, sir, the Navy is supplied fuel on a reimburs- 
able basis. ‘That is, common items of fuel. 

Mr. Dononve. Well, what I had in mind is, if they draw on your 
depot, whether or not you do consider them when you prepare the 
stock levels for your depot? 

Lieutenant Colonel Fiynn. We have to consider our stocks and our 
stock levels by class of supply, like class I for subsistence, II and IV 
for clothing and equipage and general supplies and class III for 
petroleum. The Navy strength is included in the class I computation. 
I'd like to have Colonel Harper or Colonel Ferguson, of Subsistence, 
verify or confirm that point. 

Lieutenant Colonel Harver. That is correct. 

Mr. Dononvr. Well, aren’t your stock levels determined by the 
number of personnel in the area ? 

Lieutenant Colonel Ftynn. The stock levels are based on the num- 
ber of personnel in the command. 

Mr. Dononvr. Well, will you sort of clear that up for me? What. 
is the difference between an area and a command ? 

Lieutenant Colonel Ftynn. Sir, we were speaking of areas before— 
the Giessen area. When we think of areas of distribution, we think 
in terms of the area of distribution for which the Giessen depot is 
responsible, and the area of distribution for which the Munich depot 
is responsible, and the areas combined are the command. 

Mr. Brownson. Mr. Chairman, if the gentlemen will yield for a 
question, I might clarify that point. 

Mr. Dononvur. I'd be pleased to yield. 
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Mr. Brownson. As a matter of fact, aren’t these Navy personne! 
mostly messed at Army facilities or at general messes or otherwise / 
Does anyone know the answer? 

Major General Mippteswart. Colonel Harper, what is the answer 
to that? 

Lieutenant Colonel Harper. I didn’t understand the question, sir. 

Mr. Brownson. As a matter of fact, aren’t the Navy personnel for 
whom we've been discussing subsistence primarily such small units 
that they are messed at Army messes or general messes somewhere 
throughout the area ? 

Lieutenant Colonel Harper. With the exception of Bremerhaven. 
They have sufficient strength in Bremerhaven that they do operate one 
of their own messes. Otherwise they are messed with existing messes 
wherever they may be. For instance, there is a small quantity of the 
Navy personnel on the Rhine River patrol and they do not have their 
own mess. Those that are in Heildelberg—they take their meals in 
separate Army messes. 

Mr. Brownson. What is their strength at Bremerhaven roughly. 

Lieutenant Colonel Harrrr. Of the total * * * they run 
met °°: 

Mr. Brownson. Well, in other words, they operate what would be 
the equivalent of an Army company mess, in Bremerhaven and the 
rest of them just eat with the Army troops. That’s all I have. 

Lieutenant Colonel Fiynn. To clarify Mr. Denitieds question, our 
levels are based on what has been consumed and if there are a few 
Navy personnel consuming our items that will reflect in our issue ex- 
perience. This office, which is responsible for the computation of the 
levels is interested in what has been consumed, and secondly, looking 
to the future, who will consume it in the future, but we base our levels 
on what has been consumed. If a few Navy personnel has consumed 
a few of our items, it will reflect in the total consumption of that item 
of issue. 

Mr. Dononvur. But the existing formula is that you shall maintain 
a stock level of 180 days for all personnel in the area of command, call 
it what you will. 


MAINTENANCE OF SUBSISTENCE LEVELS 


Lieutenant Colonel Fiynn. We can’t talk about all classes of quar- 
termaster supply together. We have to talk of subsistence separately, 
clothing and equipage separately, and petroleum separately, because 
there are differences. For items of subsistence, our Subsistence Sec- 
tion uses the total forecast of strength of the command for the period 
for which they are requisitioning. During the month of November, 
we will requisition for February delivery for March consumption. 
Knowing what the total strength of the command is during March our 
subsistence people apply a ration factor which is based on the com- 
mand menu, for every item of subsistence appearing on that menu, and 
that will be the requirement. They will apply what we have on hand 
in the command and due in the command and come up with the total 
requirements for that month of February. 
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Mr. Dononve. Well, does that 180 day set-up apply to food, cloth- 
ing, and fuel ? 

Vicubédant Colonel Fiynn. That 180 days applies to food and cloth- 
ing. Colonel Bennett will have to answer the question on fuel. 


MAINTENANCE OF FUEL LEVELS 


Colonel Bennerr. Actually the fuel consumption determines the 
levels of supply that are maintained in the theater in a similar manner 
to that which is applied against the rations. The requisitioning time 
is a little bit different and the time of the supply that is maintained 
in the theater is governed by the amount of petroleum that can be 
brought in on one cargo ship. Generally speaking, we maintain a 30 
days’ level of supply as a minimum level with an interval time of a ship 
arrival which on one ship will last our theater at the present time 
about 15 days. Therefore, we govern the ordering in of those ships 
on the basis of the amount of fuel that is required by the number of 
personnel within the command. 

Mr. Dononve. Colonel, I think you stated that the number of days’ 
supplies of the levels are determined not by you but by Washington. 

Lieutenant Colonel FLynn. We determine what the level should be. 
We forward that level monthly to the Office of the Quartermaster 
General for approval. We determine and recommend the level. The 
Office of the Quartermaster General reviews our levels monthly and 
within 30 days after they have received it, is returned from the Office 
of the Quartermaster General. When it is returned approved, it 
becomes the level. 

Mr. Dononve. And are they changed very frequently ? 

Lieutenant Colonel Frynn. Frequently we are called upon to 
justify a level. There are times when a level which we submit to the 
Office of the Quartermaster General will appear to them to be too 
high, and there might be circumstances existing within the command 
of which they are not aware. 

Mr. Dononvr. My question is whether or not, as a result of all these 
factors that you have just mentioned, they are changed very often 

Lieutenant Colonel Fiynn. They are not changed very often. 

Mr. Donouve. Now, willsyou tell me this. During the period that 
you were supplying the Air Force and the Navy with their require- 
ments, you always earried adequate supplies to provide them with 
their needs? Is that correct? 

Lieutenant Colonel Ftynn. Yes, sir. 

Mr. Dononve. And I think it has been stated that you never re- 
ceived any complaints. 

Major General Mippeswart. That is correct, sir. 

Mr. Dononue. Now, let me ask you this, General. Are you favor- 
ably disposed to the integration of the services, from the standpoint 
of supplying the three services? Do I make myself clear? In other 
words, have a common source of supply to supply the three services. 


GENERAL MIDDLESWART ON SUPPLY UNIFICATION 


Major General Mippieswart. I have been of many minds about this 
matter. Since the Unification Act was passed, it seems therein to 
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define the policy of Congress that each would be dependent upon their 
own source of supply. Before that time I had made several studies 
in which I had arrived at a somewhat different conclusion. It was my 
personal feeling that it might be a money-saving operation to have 
a consolidated supply corps for all three services. However, since 
that didn’t seem to be either the prescription of the law or the desire 
of the different departments, I concluded that I probably was wrong 
in my original thinking. 

Mr. Dononve. But originally vou thought it was a very good idea. 

Major General Mipprteswarr. I did, sir; I felt—this was my per- 
sonal feeling, I felt that there probably should be a fourth Department 
of the Defense or certainly under another Chief of Staff, maybe the 
fourth member of the Joint Chiefs of Staff, with a complete supply 
department responsible for all supplies. I realize, of course, that 
that has its limitations, and I don’t know what the real answer is, but 
the studies that I have made indicated that it would be in the interest 
of economy. I have particularly in mind the study made by Lieuten- 
ant General Lutes, with which the committee is probably familiar, 
in pointing out the competition in procurement and such things as that 
which 1 am rather inclined to think the departments have solved now. 
For example, the Quartermaster buying all subsistence. I remember 
the Navy buys all materials-handling equipment. The Petroleum 
Procurement Board buys all petroleum products. That largely solves 
the major problems. However, there are some areas that are now 
under study. I know in the Department of Defense that maybe we 
will overcome those things and prevent such competition. 

Mr. Dononve. I have no further questions. 

Mr. Bonner. General, did I understand you to say that it was 
the interpretation of the law that the Congress desired that there 
should be a different supply system for each branch of the service ? 

Major General Mippieswarr. Colonel Tribe, what was the wording 
of the law in answer to that ? 

Lieutenant Colonel Trier. Here is the wording. 

General Mippteswart. Suppose you read it. 


STATEMENT OF LT. COL. MERRILL L. TRIBE, ASSISTANT CHIEF. 
SUPPLY BRANCH, QUARTERMASTER DIVISION 


Lieutenant Colonel Trmr. There seems to be some difference of 
opinion among the people in the Department of Defense as to (a) the 
declaration of policy in the Unification Act, as amended, and the items 
in the legislation assuch. In the declaration of policy, it is “to provide 
three military departments separately administered for the operation 
and administration of the Army, Navy, including the Marine Corps, 
and Air Forces, and their assigned combat and service components, to 
provide for their authoritative coordination and unified direction 
under civilian control of the Secretary of Defense, but not to merge 
them.” It seems to me that some people have said the declaration 
of policy is (a) to unify but not to merge under a common system. 
Others, in the Department of Defense, seem to have indicated that 
maybe a fourth supply system was indicated. But under the declara- 
tion of policy it 1s my interpretation that they will be separately 
administered. 
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Mr. Bonner. And in that interpretation, you mean that there would 


eir 
be separate supply systems ? 








ies 
ny ta Lieutenant Colonel Trier. As I read the declaration of policy, and 
ve 3 as I understand the declaration of policy; yes, sir. 
ice 3 Mr. Bonner. Well, I think that is a misinterpretation. Personally 
ire 4 Ithinkso. Thank you very much. I'd like to ask one question. Col- 
ng 3 onel Flynn, is cross-servicing to be on a request only or an emergency 
; basis, or are Navy requirements considered in planning EUCOM 
ea, 2 requirements ? 
er- 4 Lieutenant Colonel Ftynn. I cannot answer the first part of your 
ant : question, sir. ‘ Ae 
the d Mr. Bonner. You can’t answer whether it’s on a request basis‘ 
aly : Lieutenant Colonel Fiynxn. No, sir. 
rat ‘ Mr. Bonner. You can’t answer whether it’s on an emergency basis? 
yut Lieutenant Colonel Ftynn. No, sir. 
est Mr. Bonner. Can you answer whether it is—requirements are con- 
on- sidered by EUCOM—on that basis ¢ 
ar. ; Lieutenant Colonel Fiynn. I can answer that part, sir. For sub- 
iat sistence; yes, sir. For class I] and IV; no, sir. 
vw. Major General Mippteswarr. May 1 attempt again to get a com- 
ne! pees answer. Mr. Abersfeller, you probably were here at “that time. 
am o you know whether the Navy supply of subsistence and other things 
ves : that we furnished to them was on request of the Navy or whether 
ow j the system just grew up’ Were you here at that time / 
we ; Mr. ApersreLuer. No, sir; I wasn’t here at the time this started, 
: but I do believe that it was a common eripnpernent between ‘onan 
: that is, Headquarters, Army Europe, and the Navy ealerse cy 
Tas q Mr. Curris. Mr. Chairman, could we have Mr. Abersfeller’s posi- 
eo : tion so that we will understand where he fits in here? 
Mr. Apersre.ier. I’m the Chief of the Supply Policy Section, the 





ng : Supply Branch in the Quartermaster Division, EUCOM. 

Mr. Bonner. Did he finish his answer ¢ 

Major General Mippteswarr. Yes, sir. What he said was that he 
understood, it was an agreement arrived at several years ago between 
the United States Army of Europe and the Navy. 
EF. § Mr. Bonner. It was on request? 
Major General Mippieswarr. Apparently so. 
Mr. Bonner. Thank you very much. 
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of Mrs. Harden. 

the ‘ Mrs. Harpen. Mr. Chairman, I wish to commend the general and 
ms ; his staff for their very informative presentation. Colonel Flynn, 
‘de : I was interested in your stock used for daily consumption. Since my 
on : arrival I have seen a warehouse in which flour and sugar were stored. 
ps, ; I was wondering if you could peu us what is the amount of daily 
to 4 consumption of flour and sugar ? 

ion 3 Major General Mippieswarr. Colonel Harper is Chief of Subsist- 
ge : ence, in Quartermaster Division. 
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mM. 5 DAILY CONSUMPTION OF SUGAR AND FLOUR 

sa i Lieutenant Colonel Harrer. The daily consumption of sugar is 
dy around 70,000 pounds per day. That is broken down into a resale 
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stocks on hand presently amount to some 10,137,000 pounds. That is 
in terms of days of supply, approximately 144, which exceeds our 
authorized levels, but that is a special deal by agreement with the 
Quartermaster General to store on this side in order to effect savings 
in storage costs for that excess quantity over and above our 60 days’ 
level. In regard to flour, our consumption is approximately 150,000 
pounds per day, in terms of issue, 115,000, and resale of 35,000. 

Mrs. Harpen. Thank you. 

Lieutenant Colonel Harper. We have on hand now a fraction over 
our 60 days, and a total of 66 days in flour. 

Mrs. Harpen. Thank you. In other commands which we have 
visited they have experienced loss caused by theft or pilferage. Do 
you have that problem here ? 

Major General Mippteswart. Colonel Bankus, of Field Service. 


STATEMENT OF LT. COL. J. T. BANKUS, ASSISTANT CHIEF, FIELD 
SERVICE BRANCH, QUARTERMASTER DIVISION 


Lieutenant Colonel Bankus. We have here—we keep monthly sta- 
tistics on this pilferage you speak about by depot, by location, and 
as I recall, the over-all cost of the items pilfered as is against the 
rough cost of items on hand is a very, very, very minor fraction. 
Exactly what it is I do not know at the moment, but it is a very, very 
minor fraction. We do have controls on that; yes. 

Mrs. Harven. Thank you. 

Major General Minpieswart. Colonel Silver, have you any infor- 
mation as to what the pilferage runs in this depot ? 


STATEMENT OF COL. SAMUEL F. SILVER, COMMANDING OFFICER, 
GIESSEN QUARTERMASTER DEPOT 


Colonel Sitver. The last time I looked at the statistics, which are 
published monthly, it was $50 for that particular month. I have seen 
it much higher, but as Colonel Bankus mentioned, it is negligible 
compared to our over-all stock position. 


PILFERAGE PROBLEMS 


Major General Mippieswarr. I was originally the quartermaster 
of the Services of Supply in North Africa, later in the line of com- 
munications in Italy and southern France, and later deputy chief 
quartermaster during the war of the European theater. Our pilfer- 
age at that time was tremendous. It now seems to be more on the 
post level than on the depot level. I remember an instance in this 
depot that happened a few years ago where the fire department was 
taking out the hose filled with sugar. We think we stopped all that. 
However, a couple of months ago at Munich post there was a tunnel 
which ran underneath the warehouse, and these people tunneled under 
this warehouse and came up through the floor, and the amount of 
loss there ran somewhere into $30,000, so it still is going on to some 
extent. However, every measure possible is taken to stop it. 

Mrs. Harpven. Thank you. I am greatly interested in the utiliza- 
tion and welfare of the women in the Armed Forces, and I am very 
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glad to know that you don’t prevent the WACs from complaining or 
objecting when they had or were forced to accept a substitute for an 
overcoat. I wonder if Captain Ware is in the room? 


STATEMENT OF CAPT. EILEEN R. WARE, ASSISTANT CHIEF, SUPPLY 
CONTROL SECTION, SEVEN THOUSAND EIGHT HUNDRED AND 
FIFTY-SIXTH QUARTERMASTER, REQUIREMENTS AND DISTRI- 
BUTION GROUP 


Captain Ware. Yes, ma’am. 

Mrs. Harpven. Captain Ware, could you tell the subcommittee how 
many Wacs do you have stationed here ? 

Captain Wars. Here in Giessen? At the moment there are three 
WAC officers here. No enlisted Wacs. 

Mrs. Harpen. Could you use more? Would you like to have more? 

Captain Ware. Yes, ma’am. 

Mrs. Harpen. I’m wondering, Captain, just how often you have 
had to accept substitutions for overcoats ? 

Captain Ware. Well, that I cannot answer, Mrs. Harden. I am not 
directly connected with—I believe I’ve misinterpreted your question. 
You are talking about my personal—— 

Mrs. Harven. Yes, Wacs who are stationed here, have they had to 
accept substitutions for overcoats? 

Captain Ware. Yes, ma’am. 

Mrs. Harpen. And you would like to have more women sent here? 

Captain Ware. Oh, yes, ma’am. In fact, we could use them in re- 
quirements and distribution group. 

Mrs. Harpven. Thank you. 

Mr. Bonner. May I ask the lady a question? Have you ever found 
a man’s overcoat lacking in warmth ? 

Captain Wars. No, sir, nor in length. 

Major General Mippteswart. May I comment, Mrs. Harden, about 
your question? We have in the Quartermaster Section in this theater 
many Wacs having diversified duties. We have them running com- 
missaries, and running administrative offices of all character and we 
don’t have nearly enough. We have very few jobs that they cannot do, 
as far as the Quartermaster Corps is coitanened, aside from field duties, 
just as good as the men. 

Mrs. Harpen. Thank you. That’s all. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Gentlemen, in connection with the basic law gov- 
erning supply management and unification which was read here a 
few moments ago I presume that this command is familiar with the 
directive issued by Secretary Lovett on July 17, 1951, wherein it said, 
amongst other things: 

Any expansion of the existing supply system for the procurement and dis- 
tribution of classes of common items of supply not already agreed upon could 
be made by our military department, only if in consonance with other parts of 
this directive, and if approved by the Secretary of Defense. To the extent 
feasible and not already accomplished within each department, responsibility 
for procurement and distribution of common classes of supply, including technical 
items, shall be assigned to a single technical service, bureau or command. 
Priority study shall be given to the feasibility of assigning to a single military 
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department, the responsibility for procurement, distribution, including depot 
storage and issue, for classes of common items of supply and equipment, and 
depot maintenance of such equipment. 

That directive is in accordance with the ideas of this subcommittee 
insofar as supply management is concerned and I presume that this 
command through other directives implementing this one have re- 
ceived copies of this policy laid down by Mr. Lovett. 

Major General Mippteswarr. I saw that for the first time just a 
couple of days ago. I am not familiar with what implementing 
directives have been received on that specific document to which you 
refer. Generally speaking, however, we do avoid duplication, I be- 
lieve, in common supply in this theater; except, as we brought out 
a little while ago, in the Army-Air Force agreements there was a 
split of stocks, and presumably each was set up as common stocks. 

Mr. Lantarr. In commenting on cross-servicing, General, you stated 
that equipment and supplies are made available on request of the 
other services. What requests have been made on this depot by Air 
Force and Navy for Quartermaster items that have been issued to 
them ? 

Major General Mrppieswart. Colonel Flynn, can you answer that 
detailed question on what we are supplying, on what requests have 
been made? Of course, we have received requests, no doubt, everv day. 

Lieutenant Colonel Fiynn. Requests for supplies for the Air Force, 
and for the Navy, must be referred to the Heidelberg office, by the 
depots, unless the Air Force requisition demand is against the equity 
that still remains in the depot stocks for the Air Force. 

Major General Mippieswarr. That doesn’t apply to class I, sub- 
sistence. 

Lieutenant Colonel Fiynn. No, sir. 

Mr. Lantarr. After you had covered class I and POL, you went a 
step further and said fhat we also make available on request of such 
services, certain items of equipment. I want to know the nature 
of those items. 

Colonel Barkspate. The most recent one that I remember was bed- 
ding items in particular; they were short, and the Air Force requested, 
I believe, around 2,000 sets that we supplied them. They said they 
didn’t have them at that time. 

Mr. Lanrarr. Out of your stocks on hand here, and then did they 
reimburse you directly out of their stocks? 

Colonel BarxspaLtr. Yes; when their supplies come in they will 
reimburse us; yes, sir. 

Mr. Lantarr. Now is that a very ordinary operation ? 

Colonel Barxspate. No, sir. 

Mr. Lanrarr. That’s only occasionally that they make those re- 
quests of you? 

Colonel Barxspate. The Air Force strength is very small. They 
have a very good equity in our stocks, and they are in a very good 
supply position. 

Mr. Lanrarr. Now, with the new depot at Nahbollenbach, will you 
have surplus permanent or temporary warehousing available here? 

Major General Mippteswart. Colonel Bankus, will you outline the 
plan on that? 
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CONSTRUCTION OF NATIBOLLENBACH 


Colonel Banxus. When we prepared the plans for construction of 
this depot, we were told at that time to plan to include space to store 
the Air Force equity in stocks. Subsequent to that time, this matter 
of equities and the Air Force establishing their own depots had come 
up, so we at the present time have our depot perhaps 25 percent com- 
plete, and may or may not, the way things turn out, construct space 
to house their stocks. 

Mr. Lanrarr. Are you talking about here or down at Nahbollen- 
bach ¢ 

Lieutenant Colonel Banxus. At Nahbollenbach. That’s the ques- 
tion, was it not, sir? 

Mr. Lantarr. No; I asked you if after that depot was completed 
dowf there, whether or not you will have available here surplus or 
excess warehousing space, either temporary or permanent. 

Lieutenant Colonel Banxus. There will be some storage space here ; 
ves, SIP. 

’ Mr. Lanrarr. And would that storage space that you would have 
available here after construction of the cepot at Nahbollenbach be 
adequate to store Air Force class II supplies? 

Lieutenant Colonel Banxus. At the present time, sapproxi- 
mately * * * of the strength of the command is Air Force. In 
the next year and 2 years, the strength will increase. We have an 
approximate idea of those strengths, and if they do not increase be- 

ond that, there probably will be space to store their equity of those 
items; yes, sir. 

Mr. LantaFr. Well now, in view of the fact that the Air Force is not 
replenishing any of their class II stocks at this depot, but are merely 
withdrawing their equities, is it not safe to assume that they are utiliz- 
ing other warehousing facilities in other areas to store class II items 
that they are now requisitioning / 


PROBLEMS OF AIR FORCE STOCK NUMBERS IN ARMY DEPOTS 


Lieutenant Colonel Banxus. The Air Force, as you say, is requisi- 
tioning now their own stocks. ‘Those stocks are marked with an Air 
Force stock number different from the stock numbers that we use. Up 
to this point they have been receiving those stocks at Erding in their 
own warehouse and, as you say, drawing to some extent on their equity 
here. Only recently they have made informal proposals that we help 
them out. They have no more storage space and it seems that we 
might have to make some arrangements for supplies now en route, due 
in, to store these items here or elsewhere. 

Mr. Lanrarr. Is that supposedly on a temporary basis? 

Lieutenant Colonel Banxkus. Yes, sir. However, if those items 
come in here with an Air Force stock number as different from ours, it 
becomes actually another line item to our people in accounting, our 
people in the warehouses, and a very, very difficult problem. 

Mr. Lanrarr. How much additional administrative cost or ad- 
ministrative overhead do you attribute to the directive which requires 
you to separate and account for separately Air Force and Army class 
II clothing and equipment é 
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Lieutenant Colonel Banxus. That is the cost of separating the 


stocks on paper and maintaining—maybe Colonel Flynn might hazard 
a guess as to that. 


ESTIMATED COSTS OF STOCK SPLIT IN QUARTERMASTER SUPPLIES 


Major General Mippieswarr. I can answer it over all for the whole 
Quartermaster Corps. It was estimated by the Quartermaster Gen- 
eral a year and a half ago when this stock split was ordered that it 
would cost about $4,000,000 a year to account separately to the Air 
Force for the stocks which they had in Quartermaster installations. 
Now if I may, if that answers that particular question, I would like 
to comment a little further on this question of storage space. Of 
course, our troop strength in the last year is * * * which means 
that you’ve got to carry more stock on hand, and, as you gentlémen 
probably noticed going around today, many of these warehouses, so 
called, are merely stacks covered with tarpaulins. Now we had those 
things opened this morning but the rain leaks into them and we had to 
closethem up. They are very poor storage and our idea was as we got 
more storage we would discontinue that type of stack because at best 
it isn’t too good and you're liable to have deterioration or more deter- 
ioration than if you had suitable covered storage. 

Mr. Lanrarr. What is your percentage of loss experienced here 
through deterioration and damage by virtue of being stored in these 
temporary warehouse facilities under canvas as opposed to storage in 
covered facilities? 

Major General Mippteswarrt. Colonel Silver, have you any infor- 
mation on the point just raised as to what the percentage of deteriora- 
tion is or how much it would be increased by having the stacks here 
rather than having inside storage ? 


Colonel Sttver. No, sir. I have no information on that, General. 
b] 9 
STORAGE PROBLEMS AT GIESSEN 


We do have certain problems connected with the sorage in the canvas 
huts. As was brought out this morning certain leather items, and so 
forth, being in canvas huts, and inclined to be subjected to dampness 
and things like that, will mildew. It requires a little more effort on 
our part to keep the items in good condition. They have to be looked 
at. We cannot handle the equipment in the hut as well as we can in 
the warehouse. We can’t use materials-handling equipment, but I 
have no comparative figures on losses in the huts as compared to losses 
in the warehouse. 

Mr. Lanrarr. Just one further point, Colonel Bankus. In con- 
nection with this Air Force split, it is my understanding now they are 
utilizing about 400,000 square feet of space here, so that when they 
move their own class II out there will be theoretically vailable 400,000 
square feet more here. 

Lieutenant Colonel Banxus. That wil be probably occupied as more 
troops arrive. 

Mr. Lantirr. I understand. Then with the construction of the new 
depot down at Nahbollenbach, how much additional storage space do 
you estimate will be available here ? 
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Lieutenant Banxus. You mean available as unoccupied ? 

Mr. Lantarr. Yes. By virtue of the new depot which is going to 
be constructed down at Nahbollenbach. 

Lieutenant Banxus. Probably none, because as General Middle- 
swart pointed out, our plan is to remove these little shacks that you 
saw this morning, into proper storage, as many of the items as we 
can from outside. 

Mr. Lantarr. What percentage of the stocks on hand here will be 
stored in Nahbollenbach ? 


NEW STORAGE FACILITIES 


Lieutenant Colonel Banxus. Our over-all plan, when Nahbollen- 
bach is finally finished and operating, is to locate the greater portion 
of this 60-day level, that Colonel Piven told you about, in the com- 
mand, to locate the greater majority of that stock in Nahbollenbach 
and to leave a smaller portion, at Munich and at Giessen. In days of 
supply as a rough rule of thumb we are using approximately 40 days 
of supply in Nahbollenbach, approximately 10 at Giessen and 10 at 
Munich; but including in Giessen and Munich all these dependent 
supplies and Labor Service Unit furniture, what little bit of furniture, 
and so forth, exclusive of troop issue. 

Mr. Lantarr. With reference to days of supply, I believe it was 
Colonel Flynn or Major Dean who explained the pipe line as being 
about a 240-day pipe line. Now yesterday when we were at an Air 
Force installation, it was explained to us that in order to furnish a 
unit or an operating shop at some base with a can of paint a day, that 
there would have to be so many cans of paint in the pipe line in order 
to issue that one can of paint a day to the using unit. The pipe line 
so far, as we’ve followed here, on the same example would leave 240 
cans of paint in the pipe line to issue 1 can of paint a day to a garage 
or a camp. But there is an additional pipe line that we haven’t 
covered here, and that is the operating levels and the reserve levels 
maintained at the depot in the Zone of Interior. For example, Phila- 
delphia Quartermaster Depot. So how much additional would that 
add to the pipe line? In other words, within the Zone of Interior 
there is another installation which is also keeping an operating level 
and also keeping a reserve level. 

Mr. Brownson. If the gentleman will yield at that point, is paint 
a Quartermaster item ? 

Lieutenant Colonel Fiynn. I think it’s Engineer’s, sir. It’s not a 
Quartermaster item. 

Mr. Lantarr. Let’s use a Quartermaster item for our pipe line. 

Lieutenant Colonel Fiynn. Yes, sir. Let us use stationery, let’s 
use paper—any paper item. 

Mr. Lantarr.* * * 

Lieutenant Colonel Ftynn. Or soap. Let’s use a bar of soap. 

Mr. Lanrarr. Suppose you issue a bar of soap to so many men per 
day. How many bars of soap would you have to have in the pipe line 
in order to affect that issue ? 

Lieutenant Colonel Fiynn. 3,000,000 pounds of soap, sir. 

Mr. Lantarr. * * * 
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PIPELINE STOCKS PER UNIT OF DAILY ISSUE 


Lieutenant Colonel Fiynn. For a bar a day you would need 240 
bars of soap. Sixty bars would be at the post level, 60 bars would 
be in our depots, and 120 bars would be in that pipe line that Major 
Whalen explained as turn-around time from here to the States and 
back. 

Mr. Lantarr. Now we have to add to that, do we not, the bars of 
soap that are on supply or on stock in the Quartermaster installation 
in Philadelphia where they also maintain an operating reserve— 
where they also maintain levels of supply? Do you happen to know 
what that is? 

Major General Mippieswarr. No, sir; I do not. General Henning, 
would you care to comment on that? 


STATEMENT OF BRIG. GEN. FRANK A. HENNING, JR., DEPUTY 
DIRECTOR, LOGISTICS DIVISION, EUROPEAN COMMAND 


Brigadier General Henntne. I don’t know what the level is now. 
During the war we tried to maintain, on things we could buy each 
month, not over 60 days, in the zone of interior depots. Now on 
things that you buy seasonally, like canned peaches, that level might 
go way up to almost a year’s supply, and then when the requisition 
from an overseas command comes in you just refill. If it’s something 
you can buy right off the shelf in New York, we don’t stockpile it. 
We try to guarantee that things that can be bought within 60 days, we 
try not to stock pile. 

Mr. Lanrarr. You speak in terms of Quartermaster ? 

Brigadier General Hennina. Any items we can buy and deliver to 
the port within 60 days we tell the Technical Services not to stock 
pile. For some items—steel beam, 36 feet long, 30 feet high, we could 
not produce it within 60 days—— 

Mr. Lanrarr. It varies with each item? 

Brigadier General Hennina. That’s right, sir. 

Mr. Lantarr. What percentage of common-use items are here? By 
common use I mean those items of common usage between Army and 
Air Force? 

Colonel Barkspate. I believe you have to go to classes of supply and 
for subsistence it is 100 percent. We estimate that it is 97 percent of 
the class II and IV items, excepting 3 percent for distinctive items. 

Mr. Lanrarr. In other words, in class II and IV, you carry 97 
percent as common items? 

Colonel Barxkspate. Yes; that’s what we estimate. 

Mr. Lantarr. What is the total value—the inventory value of cur- 
rent stocks on hand? 

Colonel Barkspaue. Our latest figures as of October 26 was * * *, 
in round figures—I can give you an exact figure 

Mr. Lanrarr. What is the total number of line items you carry 
here in all classes of supply ? 

Lieutenant Colonel Firynn. 59,400. 

Mr. LantarFr. In connection with local procurement, you stated 
$57,000,000 was expended in local procurement. Is there any cross 
servicing done with reference to local procurement ? 
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CROSS-SERVICING IN LOCAL PROCUREMENT 


Major General Mippteswart. Yes; we buy all of the subsistence for 
all three services. 

Mr. Lantarr. How much of that $57,000,000 did you say was ex- 
pended for class I? Was it $10,000,000 ? 

Major General Mippieswarr. $10 million, sir. 

Mr. Lantarr. $10 million? Well, now, on the other $47 million, 
expended in local procurement for other than class I supply, is there 
any cross servicing done on that ? 

Mr. Anersretier. Yes: there is. We buy at the specific request of 
either department. We have in the past bought exclusively for the 
Air Force and Navy in EUCOM. Anything bought on the Conti- 
nent, of a deutschemark origin, has been bought by the Quartermas- 
ter Division—that is the Quartermaster-type item for either service. 

Mr. Lantrarr. In other words, any Quartermaster-type item that 
is to be procured within the whole theater, has to be purchased by 
the quartermaster, even though it is going to be used for the Air 
Force} 

Mr. ApersFELLeR. I say that was the procedure in the past—that 
is not necessarily true now. In some instances the Air Force does buy 
their own. 

Mr. Lantarr. Are they in competition with you in local pro- 
curement ¢ 

Mr. ApersFELLeR. No, sir; they clear in each instance. They have 
to get approval of the Quartermaster Division before they can buy 
that particular item utilizing deutschemark funds. 

Mr. Lantarr. Do they have to get your permission, General? 

Major General Mippieswart. Yes, sir. 

Mr. Lantarr. In other words they cannot go out and buy any Quar- 
termaster item on local procurement without your approval first ¢ 

Major General Mippieswarr. I wasn’t too familiar with the latest in- 
structions on that. That was my general understanding. It’s covered 
by specific instructions; isn’t it ¢ 

Mr. Anprsret.er. Yes, sir; from HICOG, sir. And then HICOG 
controls the mandatory allocation of raw materials; and everything, 
of course, is critical now; all raw materials are. 

Mr. Lanrarr, So that in your opinion there is no competition be- 
tween the services, as the result of this policy ? 

Mr. Apersretier. There are exceptions—I mean a small amount of 
items. As an example, on a local repair program, if they have to go 
out and buy a dozen hinges to repair some furniture, they don’t have 
to get clearance from us for that. I’m thinking specifically and speak- 
ing specifically of those items that are in large quantities that would 
affect the over-all procurement mission of the Quartermaster Division. 

Mr. Lanrarr. You know of no incident within the theater when 
Air Force, Navy,and Army have competed on local procurement either 
from a supply standpoint or from a labor standpoint that has in the 
end resulted in increased procurement costs ¢ 

Mr. ABerRsFELLER. No, sir. 

Mr. Lanvarr. That’s all. 

Mr. Bonner. General, we'd better recess at this point. 
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General Mippteswart. If that meets with the approval of the sub- 
committee. 
(Whereupon the subcommittee recessed.) 


AFTERNOON SESSION 


(The subcommittee resumed hearings at 2 p. m., Hon. Herbert C. 
Bonner, presiding. ) 

Mr. Bonner. We are resuming the hearing that we began this morn- 
ing—Mr. Brownson. 

Mr. Brownson. Mr. Chairman, I would like to ask Major Whalen 
the first question. Major, are your MRU units the regular stock type 
MRU units we use throughout the services? 

Major Wuaten. What are normally known as MRU units? The 
mobile units? 

Mr. Brownson. Yes. 


FURTHER STATEMENT OF MAJ. D. E. WHALEN, CHIEF, LOGISTICS 
COMPILATIONS SECTION, REQUIREMENTS AND DISTRIBUTION 
GROUP 


Major Wuaten. The ones you heard about during the war are the 
Adjutant General MRU units that were in mobile vans and were util- 
ized as a personnel accounting mechanism and not as a stock account- 
ing mechanism. Oursare static installations located in the Giessen and 
Munich depots at the present time. 

Mr. Brownson. Is the unit that eats your MRU set-up a 
regular Quartermaster unit or is it an MRU unit trained by the Adju- 
tant General? 

Major WxHaten. No, sir. They are our employees; they are in the 
main civilian employees over here, working for the Quartermaster 
Corps and not for the Adjutant General. 

Mr. Brownson. The reason I raised the point is because I do know 
the Adjutant General people had some experience with MRU. I do 
know that there may come a time when the depot MRU would have 
to be a mobile unit, and I was just interested in how much cross servic- 
ing we were getting in that connection ? 

[ajor WHaen. We are, at the present time, training certain en- 
listed personnel in the operation of the machines here in EUCOM, for 
a number of reasons. One is the possibility of having to cross borders. 
German employees are being utilized in the Giessen and Munich instal- 
lations. We have aschool, a Quartermaster school down in Bavaria at 
Lenggreis where we are training all technical personel, enlisted per- 
sonnel of all services, Engineer, Ordnance and the Adjutant General. 
Actually the Adjutant General enlisted men who want a secondary 
course or men who are recruited over here are sent to our school down 
there for basic training. 

Mr. Brownson. That’s fine, that’s the type of cordination that I 
was trying to develop as existing between the Adjutant General and 
yourself, using the same type of equipment. General Middleswart, 
this committee has toured now over two-thirds of the way around the 
world, has inspected many supply installations and inspected many 
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military installations, and speaking only for myself, I have been 
very impressed by the highly mechanized system of warehouses, bar- 
racks, mimeographing machines, I. B. M. machine records units, 
and special services facilities with which we are prepared to fight a 
war. You had a lot of experience as a deputy theater quartermaster 
in the European theater during World War II. I am very interested 
in getting your reaction as to whether or not you were able to service 
the Air Force with Quartermaster-type items during World War II 
to their satisfaction, and without placing an undue load on your com- 
mand, and as to whether you believe it is completely necessary to dupli- 
cate these fine facilities that you have here to supply the Air Force 
and meet their tactical requirements as they exist in this theater today 
and as they would exist under a projected defensive situation ? 


ARMY QUARTERMASTER SUPPLY OF AIR FORCE IN WORLD WAR II 


Major General Mippteswart. Sir, I can say in that regard that in 
Africa, in Italy, and in France we treated the Air Forces the same 
as we did the Infantry, the Artillery, or any other branch. We fur- 
nished them the same type of Quartermaster service and supply and 
in my judgment there was no more difficulty serving the Air Force 
than there was serving any of the other branches. 

Mr. Brownson. Now in your position as deputy theater quarter- 
master, what was the total manpower that was served by the Quarter- 
master at the height of that activity in this theater ? 

Major General Muippieswarr. About 3,000,000 Americans, plus 
prisoners and civilians that we had to feed one meal a day. We had 
somewhere around 4 or 5 million people. 2 

Mr. Brownson. You were able, through the Quartermaster facilities 
to serve 4 or 5 million people? 

Major General Mippteswart. That is correct. 

Mr. Brownson. Now what concerns us, General, is this matter of 
pipelines. We know that at the end of World War II there was as 
much stuff, material of all kinds, stuck in the pipelines to feed our 
combat operations that had been used during the entire 4 years of 
the war. At that time we had two pipelines. We had a Navy pipe- 
line and an Army pipeline. Now we find that we have three pipelines, 
which leads us to assume that we will have still more stuff stuck in 
that third pipeline or existing in the third pipeline in any given time, 
because every echelon has warehouses that have to be filled. You have 
already pointed out the safety factors that have to be taken into con- 
sideration. It’s a tremendously expensive operation. Now in talking 
with the Air Forces the day before yesterday, they pointed out to us 
that you are supplying this operation primarily through ports in the 
north of Germany. They were envisioning most of their troops ap- 
parently being in France, and they felt that the Quartermaster could 
net supply troops in France out of their present operation. Do you 
think that’s a valid reason for setting up two completely senarate 
supply systems to serve two different types of American troops in 
countries so close together, or is there a way, drawing on your Quarter- 
master experience, that both of those situations could be met with 

a common supply system ? 
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QUARTERMASTER ABILITY TO SUPPLY AIR FORCE IN FRANCE 


Major General Mippieswart. I should say that we are storing stra- 
tegic reserves of not only class I but IT, and IV, POL, and so forth, 
throughout France, and we are strategically locating those depots. 
In my judgment, we could, if we were given the mission we could 
actually take care of all forces there, no matter what branch they were. 

Mr. Brownson. In another theater it was brought up to us that one 
of the problems that the Air Force had was that their units, as they 
said, moved so much more faster and so much quicker than ground 
force units, that is from field to field, a fighter squadron would be on 
field A today, and field B tomorrow. They felt that the material had 
to be brought up to them and delivered at their doorstep instead of 
having them go back to the railhead as an infantry division for instance 
would do. On the basis of your World War II experience, was that 
necessary then, or how was that handled? 

Major General Mippteswarr. We established supply dumps for the 
Air Force at the railhead nearest where these Air Force troops were; 
and then we would feed them supplies and if they considered it desir- 
able on the field they would establish a level of 10 or 15 days, the same 
as a field army would establishe a similar level to service their troops. 
So, basically, it didn’t make much difference. Actually, the ones that 
were in front were the Infantry troops, and if we could get up to them, 
certainly we can service the air fields which are in the rear of these 
troops. 

Mr. Brownson. During World War II was it common practice to 
attach for periods of time Quartermaster truck companies to Air Force 
units to assist them in their supply problems ? 

Major General Mippieswart. That’s true. 

Mr. Brownson. But then when the Air Force wasn’t using them, 
they reverted back to the base Quartermaster pool and were available 
for Infantry and other type units who might need them in the interim ? 

Major General Mippteswart. Yes,sir. They were generally theater 
transportation pools operating in the latter stage of the war under 
the Chief of Transportation in that theater and he switched them from 
objective to objective or point to point as required. 

Mr. Brownson. To the best of your knowledge did the Air Force 
at any time during World War II indicate to the theater quarter- 
master any dissatisfaction with the method of supply ? 


NO SPECIAL COMPLAINTS BY AIR FORCE ON ARMY SUPPLY 


Major General Mippiteswart. Only occasionally when they would 
claim they were short of this or that or the other thing, but generally 
the same conditions pertained to all branches and I would say there 
was no more complaint from the Air Force on common supply than 
there was from any other branch of the service. 

Mr. Brownson. General, you may direct whoever you wish to 
answer this question. I was noticing here on the sample requisition 
which you have supplied us with, it gives an item and stock number 
here, and the nomenclature is “Tool set, electric, No. 1, complete 
with tools.” _I wonder if anybody here could tell me how many differ- 
ent technical services are issuing substantially that same item, in 
the Army alone? 
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Lieutenant Colonel Fiynn. Mr. Eberhart, the Chief of our Cata- 
log Agency, is here. Mr. Eberhart. 

Mr. Brownson. I wish you would have him come forward be- 
cause the next two or three questions I have will deal with cataloging 
and standardization. 

Lieutenant Colonel Fiynn. Come right up, Mr. Eberhart. 

Major General Mippieswart. Did you get the question, Mr. Eber- 
hart ¢ 


STATEMENT OF FRANKLIN K. EBERHART, CHIEF, QUARTERMASTER 
CATALOG BRANCH, EUROPEAN COMMAND 


Mr. Esrruarr. Yes, I did. I am the Chief of the Catalog Agency, 
Quartermaster Catalog Agency for Europe, sir. I cannot exactly 
answer that question as it was asked. I only catalog the item as a 
Quartermaster item. As to how many particular services in the 
Army use that item I’m unable to say. 

Mr. Brownson. I wonder how many different services stock that 
item. In other words this is a small electrician’s tool set complete 
with tools. Is that right? 

Mr. Exernarr. Yes, sir. 

Mr. Brownson. The Signal Corps must have a similar item, 
wouldn’t they ? 

Mr. Esernarr. Again I cannot say. I do not know what 

Mr. Brownson. The point I’m trying to develop is that here we 
have many different people in the technical services who will have 
a very similar tool set. ‘Then if we break the tool set down, I don’t 
know whether that one has a pair of pliers in it or not. If it has 
a pair of pliers, we have a still more technical services who issue 
that identical pair of pliers made up in other sets or individually. 
Now, in Europe we have been very interested as a committee and 
so has our sister committee, the Harvey subcommittee in the catalog- 
ing program and the development of the Munitions Board Catalog 
whereby the catalog will exist for common use items throughout the 
armed services. Since you are the head of the Quartermaster cata- 
loging activity, I would like to ask you what effect have you felt 
so far from the Munitions Board mesivaiid program, at your level, 
as the catalog officer for the Quartermaster Depot in EUCOM? 

Mr. Esernarr. Well, I go along with the opinion that the Munitions 
Board is following that if an item is handled by various technical 
services, I feel that it should have the same identical stock number 
regardless of what technical service is handling it, and I feel that it 
should be stocked, stored, and issued by one technical service. 

Mr. Brownson. Now how far has anything been done in that direc- 
tion as it affects your operation here? 

Mr. Enernarr. It is difficult to say exactly how far. We receive 
weekly change letters from the Catalog Agency in Alexandria, Va. 
In those letters there are always a number of items which have been 
taken away from some other technical service and are assigned or 
added as new Quartermaster items. 

_Mr. Brownson. Now are they added with the new Federal classifica- 
tion number that will apply throughout all services or do they come 
back under a separate Quartermaster number? 


94756—52——-76 
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Mr. Exernart. No, sir; they are added under a Federal specification 
that applies to Air Force, Navy, or anyone else that handles that item. 

Mr. Brownson. How many items would you say in the past year 
have been removed from the separate services and consolidated in 
Quartermaster and these numbers added ? 

Mr. Exsernart. I can only make a very rough estimate. 

Mr. Brownson. I sould, appreciate it if you would make a rough 
estimate now, and then if you could supply to the committee later on 
by sending it in to us in Washington a more accurate check on the 
basis of your research. 

Mr. Exernart. Well, recently there have been many changes com- 
ing through on items which the Army Quartermaster is taking over 
as Air Force items. Mainly parachute and landing force supplies. 

Mr. Brownson. What we are particularly interested in now is what 
has come down to you here in your Quartermaster function, not the 
over-all Munitions Board picture, because we can get that in Wash- 
ington. We are interested in knowing what goes down to your 
level. 

Mr. Esernarrt. Yes, sir; well, as far as common parts are concerned 
I would estimate that there is an average of perhaps 400 to 500 items 
coming through monthly. 

Mr. Brownson. When did that program begin? How many did 
you say, 400 or 500 monthly? Has that been for the last 6 months, 9 
months or. 

Mr. Esernart. The program I believe began around about in the 
neighborhood of a year or so or 18 months ago. 

Mr. Brownson. You began receiving them here a year ago? 

Mr. Esernarr. Yes, however, within the past 6 months I find that 
the numbers are coming through in much greater quantities. It seems 
that they are getting the numbers out much more rapidly now than they 
were in the beginning. 

Mr. Brownson. It is very encouraging to us General, did you have 
something you wanted to interpose ? 

Major General Mippteswart. I just wanted to remark, sir, in con- 
nection with the tool kit to which you referred, 2 or 3 years ago there 
was appointed by the Department of Army Headquarters—I think 
actually it was the War Department before the Air Force was a sep- 
arate part. They went over all the items supplied by the Air Force 
or by any of the Army technical services, and assigned a responsi- 
bility for each of those kits to one service so as to avoid that duplica- 
tion to which you refer. In that switch of stocks from branch to 
branch, the objective was to just have only one branch have this kit, 
or that kit, and that work was completed I suppose after 6 or 8 months. 
I believe those things that are largely a duplication of actual stockage 
and issue within the branches of the Army have been largely 
eliminated. 


QUARTERMASTER HANDLING OF ALL COMMON ARMY ITEMS 


Mr. Brownson. General, now we come back to the question that I’d 
like to ask you again. There has been some discussion among the 
members of the committee of the possibility or desirability of taking 
all common-use items within the Army itself and having those items, 
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that is everything that is not a technical item unique to a particular 
service, having all of those items issued by the Quartermaster, and 
the Quartermaster alone. One of the incidents that brought that thing 
up was the discovery of large quantities of plastic cups for instance, 
in medical supply. Of course a plastic cup is used as a medical supply 
for certain institutions for emotionally unbalanced people, but it is 
also issued almost by every other service in the Army, in one form or 
another; but we were thinking there in terms of the Quartermaster 
issuing all of these common use items. Do you think that would work 
or be desirable from a Quartermaster standpoint ? 

Major General Mippteswart. I think, sir, it would work perfectly 
satisfactory. I don’t think it’s necessary to have the same item issued 
by more than one branch. 

Mr. Brownson. The subcommittee has arrived at no decision nor do 
I wish anyone to deduce from my remarks that it has arrived at any 
decision as to the possibility of a unified supply system or a supply 
corps as a fourth branch of the service or in any other relative posi- 
tion. However, in our discussions, we have often questioned as to 
whether or not the unification of all Army supplies under the Quarter- 
master, that is, all supply of common-use items under the Quarter- 
master, would be a consistent step toward such a supply system as you 
described, where all common-use supplies throughout the three armed 
services would be issued by a supply agency. Do you believe that 
would be a step in that direction, or do you believe that that con- 
solidation in the hands of the Quartermaster might retard the ulti- 
mate development of a common supply system for the Army, Navv. 
and the Air Forces for all except technical items? 

Major General Mippieswart. Well, in my judgment the consolida- 
tion of all common items under the Quartemaster Corps would be a 
step toward the ultimate consolidation of, or the ultimate forma- 
tion of, possibly an over-all single supply force to supply all three 
departments. 

Mr. Brownson. I have one question I would like to ask of Colonel 
Silver. Colonel Silver, what happens to the scrap and the surplus 
that is generated in this depot alone? I know that we are going to 
be briefed on the general scrap and surplus disposal tomorrow, but 
I just wondered what action you take with the scrap and surplus and 
salvage that generates right here in this one depot. 


DISPOSITION OF SCRAP AT GIESSEN DEPOT 


Colonel Strver. The scrap which is generated in this depot is turned 
in through the agency in the depot called the Depot Property Office 
to the post. It is merely a channel in which it goes to the post. We 
do not duplicate in this depot the salvage functions which are part of 
every post Quartermaster’s responsibility. He does that for us, and 
from there it is consolidated, I am sure, through theater channels, 
which you will probably hear more about, but the point is we do not 
duplicate being so close to functions which are performed at the post. 

Mr. Brownson. The post, in other words, does that as part of its 
complete housekeeping functions for you. 

Colonel Sriver. Yes, sir; they also take care of our paper, scrap 
paper for us. 
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Mr. Brownson. Thank you very much, Colonel. That’s all the 
questions I have, Mr. Chairman. 

Mr. Bonner. Mr. Dorn. 

Mr. Dorn. I have no questions, Mr. Chairman, but on advice of 
counsel here Ill ask one. I am going to make this for the General. 
Do you think the supply system of Army, Navy, and Air Force can 
be made economical and efficient without congressional action in 
amending the National Security Act? 

Major General enabioidin. Well, sir, I dont’ know enough 
about the legal technicalities involved or how the matter is being 
approached from the W ashington standpoint. I don’t know whether 
any further action of the Congress is necessary. 

Mr. Dorn. If I recall correctly, the major consideration in the Uni- 
fication Act of 1947 was in getting unified action in technical and 
strategic operations and of course all that was discussed, but the major 
discussion if I recall correctly was in other fields. Such situations 
arise that might be derived from the lessons learned at Pearl Harbor— 
the lack of coordination between the Army, Navy, and Air Force— 
and things of that nature. It might be that this committee might 
want to look into that act and it might need amending to the effect that 
we can operate more efficiently, and with a little more emphasis on 
thissupply problem. Thank you, Mr. Chairman. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. I have a couple of particular questions I want to take 
up now and I have some general questions along another line. First, 
Colonel Bankus, you were mentioning in your previous remarks about 
these stock items of the Air Force ‘with Air Force numbers which 
you have been asked to give temporary storage to. What I wonder 
is, do those Air Force items with their own stock numbers have iden- 
tical items with an Ar my stock number, for some of those items / 

Lieutenant Colonel BANKus. Yes; we understand that is the case. 

Mr. Curtis. In other words, that would mean then that you were 
adding on another stock number and your own paper work and yet 
handling the identical items. Is that correct ¢ 

Lieutenant Colonel Banxus. That is exactly correct. 

Mr. Curtis. Well, I think on the face of that you would agree then 
that that’s a real duplication; is it not? 

Lieutenant Colonel Banxus. Yes, sir. 

Mr. Curtis. Now, I think Mr. Abersfeller was mentioning the re- 
pairing of furniture and in getting some local products for that and 
using them from the Reichmark funds. Now, I want to clarify that 
a bit. What did you mean by the Reichmark ‘fund; you're not refer- 
ring to the counterpart funds, are you? 

Mr. ApeERSFELLER. My reference was to Deutschemark funds. 

Mr. Curtis. Deutschemark funds. 

Mr. ApersFeLueR. Reichmark funds went out, I believe, in June of 
1948—which has nothing to do with counterpart funds whatsoever. 
The funds I have reference to are what we call the oc cupation cost, 
or Deutschemark funds. 

Mr. gee And those go against—can you describe it briefly, if 
you will? 








FEDERAL SUPPLY MANAGEMENT 1183 


USE OF DEUTSCHEMARKS IN LOCAL PROCUREMENT 


Mr. ApersreLter. What they go against, I don’t know. They are— 
I'll give you the procedure for budgeting. We budget based on the 
German fiscal year April 1 to March 31 of the following year. Each 
year our requirements are determined for items which we can procure 
locally and only Deutschemarks will be utilized. Id like to go back 
just a point further. In Europe we use both dollars and Deutsche- 
marks for procurement. After the budget hearings, after all hear- 
ings have been passed on by the Army, that budget is forwarded to 
HICOG, who has the final control on the allocation of those funds. 
Upon receipt of the funds, the Army secures the items that were pre- 
viously budgeted for and planned for procurement. Of course, if 
there are cuts, the cuts are made accordingly. 

Mr. Curtis. I see. Now, I know that you hire a great number of 
German civilians here in your operations. Are they paid out of 
similar funds or how are they carried ¢ 

Mr. Apersretter. I would like to have Colonel Gelderman, who is 
the budget and fiscal officer, answer that question. 

Major General Mippieswartr. Colonel Gelderman. Come forward, 
Colonel. 


STATEMENT OF LT. COL. E. J. GELDERMAN, CHIEF, BUDGET AND 
FISCAL SECTION, COMPTROLLER BRANCH, QUARTERMASTER 
DIVISION 


Lieutenant Colonel GrLperMAN. Sir, the answer to your question 
is that they are Deutschemark occupation cost funds. 

Mr. Curtis. Can you give us further explanation of just how that 
fund is eventually charged, if you know? 

Lieutenant Colonel GriperMANn. Well, sir, it is my understanding— 
and this is highly conjectural; I don’t know for sure—but it will be 
charged as a cost of the occupation * * *, 

Mr. Curtis. Isee. That is carried as an item then. 

Lieutenant Colonel GeLpERMAN. Yes, sir. 

Mr. Curtis. Now, one other question right along that line. Have 
you ever used counterpart funds for repairs or paying personnel in 
any of your operations ? 

Lieutenant Colonel GetperMan. No, sir. To the best of my knowl- 
edge, no counterpart funds have ever been used. 

Mr. Curtis. The it ever been suggested, that you know of, that it 
might be used ? 

Lieutenant Colonel GritperMAN. No, sir. Not as far as I know. 

Mr. Curtis. General, do you know anything about that / 

Major General Mippieswart. I do not. 

Lieutenant Colonel GetperMAN. I do know these counterpart funds 
are controlled by HICOG and are to be used at the direction of 
HICOG to assist the German economy and be their contribution for 
offsets to ECA dollars we put in. 

Mr. Curtis. That is generally right, although they can be used for 
our own end products or for American purposes up to a certain limit. 
I was just curious to know whether anything was being done. Thank 
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you. You mentioned, of course, the fact that, in your opinion any- 
way, the law needs clarification on this question of whether the Con- 
gress had intended a fourth supply-service set-up or an independent 
set-up which was coming about. I was just wondering whether you 
were familiar with this particular committee’s interim report which 
was issued about 2 or 3 months ago on the supply system in the 
military ? 

Major General Mippieswart. No, sir. Last night I was shown a 
copy of your printed hearing, but I only saw it last night; so I only 
went through certain portions of it. It’s rather a large volume; so I 
am not familiar with the interim report of this committee. 

Mr. Curtis. The report incidentally is in the back of the hearing, 
and in there one of the particular points that this committee made 
was the fact that in our opinion the law did need clarification. Now, I 
believe Major Dean—no; I’m not sure whether I want to ask this 
question of Major Dean. I was just wondering, though, what system 
has been set up here for the repair and rehabilitation of various items. 
Of course, I am very familiar with what I saw this morning with the 
repair of these trucks and various other automotive equipment, but 
how far does that extend? Wouldn’t that extend to blankets, for ex- 
ample, or is there any repair system set up on that ? 

Major General Mimppteswart. We have Mr. Holland, who is in 
charge of our maintenance shops, and possibly he could make a state- 
ment on that better than I could. 

Mr. Bonner. What’s your name? 

Mr. Hotianp. Jack Holland, Maintenance and Reclamation Sec- 
tion, EUCOM. 

Mr. Curtis. And give your position, in that section. 


STATEMENT OF W. J. HOLLAND, CHIEF, MAINTENANCE AND 
RECLAMATION SECTION, FIELD SERVICE BRANCH, QUARTER- 
MASTER DIVISION 


Mr. Hotianp. Chief, Maintenance and Reclamation Section, 
EUCOM. We have in the command 11 field maintenance shops 
for Quartermaster items. Their mission is to repair and return to 
use. They embrace third- and fourth-echelon repairs. We have one 
depot maintenance facility in the command. It embraces fifth echelon, 
and its mission is to repair and return to depot stocks. 

Mr. Curtis. Now, do you use a great deal of civilian labor in that’ 

Mr. Hotxanp. That’s right. 

Mr. Curtis. Can you give us an estimate of how much? 

Mr. Hotxianp. Approximately. At the post level we employ around 
700 people at these 11 shops. At the depot maintenance facilities, 
approximately, I would say off hand about 700. 

Mr. Curtis. Now, do you contract out to civilian shops in the Ger- 
man shops ? Do you contract out any repair work ¢ 

Mr. Hotxanp. In certain cases where highly specialized personnel 
is required, such as repair of National cash-register machines—we use 
the Stateside counterpart of the National Cash Register Co. 

Mr. Curtis. You know, of course, in the United States we’ve been 
very much interested in and being concerned with small businesses, 
and in particular of urging the military wherever they could, instead 
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of setting up their own maintenance units, in some instances, to utilize 
what was available outside of posts, and I was wondering if there was 
a similar attitude or if anything had been done along that line on the 
policy level, as far as utilizing whatever civilian maintenance shops 
might be available. For example, in the United States this came up 
in regards to repairing leather goods or flight jackets—of course, that 
was Air Force—but for gloves, boots, I guess you have your own repair 
facilities. Items like the civilian economy could take care of. Do 
you know if there is any policy on that? 


USE OF LOCAL REPAIR FACILITIES COSTLY 


Mr. Hoixianp. We tried possibly 3 years ago. We started off and 
did use the German economy to do some of our repair, but an investi- 
gation revealed that we could do it for about 50 percent of the cost of 
what we were doing it on contract. 

Mr. Curtis. In getting that estimate of cost, did you include in your 
cost accounting the rent of your building, let’s say for example? 

Mr. Hotxanp. No, sir. 

Mr. Curtis. That was our experience in most of the cost accounting 
of similar repair shops. Amortization of machinery, for example, 
rent, and so forth, were not included. 

Mr. Hottanp. We included everything that you mentioned except 
rent. 

Mr. Curtis. Did you include salary of military personnel? 

Mr. Hotuanp. Yes, sir. 

a Comen. Now, on that basis, do you figure that you could do it 
cheaper ? 

Mr. Hotxianp. About 50 perecent in practically every case. 

Mr. Curtis. Was there any policy set—do you know !—on the stand- 
pola of HICOG office or its predecessor as to the utilization of the 

yerman economy from the standpoint of rehabilitation ? 

Mr. Hotuanp. No, sir. I donot know. I am not cognizant of it. 

Mr. Curtis. Thank you. General, this is one other very general 
question. In your set-up here under EUCOM, has there been any talk 
or planning as to how your supply system might fit in with SHAPE? 
Would you be supplying any units other than United States forces? 

Major Ss, § Mippieswart. I’d_ prefer, sir, to let General 


Henning, who is not only concerned with quartermaster but other 
services in regard to that, take that question. 


SUPPLY OF UNITED STATES ELEMENTS AT SHAPE 


Brigadier General Hennrna. I think the question will be discussed 
more at Heidelberg on Friday; but, with respect to SHAPE head- 
quarters itself, we are res wea for the supply of any United States 
elements in SHAPE. If there is an American car company in 
SHAPE, we are responsible for supplying that car company. In the 
Central Army Headquarters, commanded by a French general, if 
there is an American car company there, we are responsible for 
providing logistic support to that American car company, and to all 
the American people. 

Mr. Curtis. So, in other words, the general here would be respon- 
sible to that extent ? 
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Brigadier General Hennine. For the Americans. 

Mr. Curtis. Yes; I understand. 

Brigadier General Hennrne. With respect to General Kisenhower’s 
headquarters, if he has a radio transmitter which was made in the 
United States and it needs American parts not procurable anywhere 
else, we are responsible to see that those parts are furnished, and those 
are paid for. ‘They are all reimbursable. We have an arrangement 
made so that our bills go back to the United States, and it’s all 
charged to the SHAPE budget. Now, then, with respect to whether 
we will supply French troops or British troops, that’s another ques- 
tion. 

Mr. Curris. I will agree with you. You answered the question as 
I intended to put it to you as to whether or not this command is at 
present concerned with it, and I see that it might well be. 

Brigadier General Hennina. We actually have an officer in Paris 
with a small detachment, Colonel Buchanan. He is concerned full 
time with the support of SHAPE and the Central Army people, 
American people, and we've tried to divorce that completely from 
all other activities so that the budgeting will be right on that one 
point. 

Mr. Curtis. Major Whalen, in your testimony you were talking 
about the problem on your charts. You were talking about the requi- 
sition objectives and the utilization of substitutes when you do not 
have the item. Then you compile your basis, your estimate, with your 
substitutes on hand included, and yet there is no calculation that I 
can see of the demand against the substitutes. For instance, you have 
your overcoat and you’re using a raincoat as a substitute, and you 
count all the raincoats you have and yet apparently you don’t in- 
clude any demand that might be on the raincoat. Is that correct ? 

Major Wuaten. No, sir. The substitute item, as we have shown 
this morning, is usually an item that in years past was a standard 
item and has been outmoded in the meantime. It is not that we are 
substituting a size 914-D shoe for 914-C. Both of them are standard. 
That substitute is only that it is an old item of equipment that still 
is in our supply channel. 

Mr. Curtis. In other words, you have other raincoats ? 

Major Wuaten. Yes, sir. 

Mr. Curtis. And the only way you're using the raincoat that you 
mention was that it’s an outmoded article that is used as a substitute 
for that and possibly raincoats. 


USE OF SUBSTITUTE ITEMS 


Major Wuaten. No; it’s not outmoded. That the item is still a 
legitimate logistical standard item that should be issued in lieu of our 
standard until it is exhausted. And that is our endeavor to issue the 
substitute item first so that we can purify our stocks and try to get to 
the point where we have standard items only. 

Mr. Curris. Well, oh, I see, but you have never used your present 
standard raincoat as a substitute for an overcoat. Am I correct? 

Major WuHaten. That’s correct. 

Mr. Curtis. I understand. Now, we were conducting a hearing 
along the line of surplus property that remained in this theater after 
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World War II, and the transfer of that property to the German Bonn 
Government and it in turn established the governmental corporation 
STEG to actually handle that. Partly as a result of this committee 
hearing in Washington, the property that was in the hands of STEG, 
in its warehouses, was frozen, and the Army, various commands in the 
Army, went over that and screened it. Now, I was wondering just 
what this particular command had done, in respect to screening any 
material in the STEG depot ? 

Major General Mippieswarr. I was not here at that time. I think 
Mr. Abersfeller might tell us what happened about screening the 
STEG surplus. 

Mr. ABERSFELLER. You may get a briefing on this Friday, from the 
over-all EUCOM standpoint in Heidelberg. I'msure you will. With 
reference to Quartermaster, at the time the freeze was put on we estab- 
lished teams which were sent out to every STEG depot in Germany. 

Mr. Curtis. Pardon me; about what time was that ? 

Mr. ApersFELLER. As I recall, it was in June of 1950. I can get that 
for you, sir. I don’t have it. 

Mr. Curtis. Could I interrupt again? I think that’s where I can 
get this clear, if you will pardon me. Did you do it twice or just once? 

Mr. ApersFeLLer. Did it twice. 

Mr. Curtis. You did it twice. You’re referring now to June 1950 
as the first time. 

Mr. ABERSFELLER. As I recall, it was the first time. 

Mr. Curtis. And then the second time? 

Mr. ApersFELLER. The second freeze was when we had the repre- 
sentatives from the Department of the Army come over here. 

Mr. Curtis. I see. Proceed. 


RECOVERY OF SURPLUS PROPERTY FROM STEG DEPOTS 


Mr. Apersretier. The first time as I recall again was in June of 
1950. We had established these teams which we sent out to all STEG 
depots in EUCOM. Our personnel: not only screened the cards that 
the Germans were holding but also the actual physical stocks. We re- 
covered at that time approximately 400 tons of items which we could 
use. The approximate value of that, dollarwise, I would say was 
roughly a million dollars, between $800,000 and a million dollars. 
Actually the freeze came a little late in that the items the Quarter- 
master was interested in such as blankets and clothing had been sold, 
I’d say, prior to the freeze. Subsequent to that period, another freeze 
was made at which time representatives of the Quartermaster Gen- 
eral’s office as well as representatives from all the technical services 
came to EUCOM. Our counterparts in the Quartermaster General’s 
office met again with our teams and again we went out to the same 
depots, this time looking not so much from a standpoint of EUCOM 
needs, but rather world-wide needs. I do not have the figures available 
of the quantity or the value of the items recovered at this time but I 
can get them for you, if you are interested. 

Mr. Curtis. Yes. Mr. Chairman, I think we would like to have 
them. Can you give us a rough estimate now, realizing of course 
it is rough? 
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Mr. Apersretier. Actually the quantities were very small. I would 
estimate a half a million dollars worth of supplies. 

Mr. Curtis. And on the first reclaiming, what were the major items 
in that? Can you give us an idea of some of the items at any rate? 


ITEMS RECOVERED 


Mr. ApersFELLER. There were some items of equipage. One item 
comes to mind, I believe 1,500 field ranges, as an example, were picked 
up. Again, I have that list, sir, and I can make it available to you. 
I have a list by item in that particular instance. 

Mr. Curtis. We would like to have that. I guess you have the same 
items on the second list. 

Mr. ABERSFELLER. Yes, sir. 

Mr. Curtis. It would be very helpful to us. Now, in your work in 
going in there—— 

Mr. Bonner. Just a minute. Can you supply that for the record at 
this point? 

Mr. ABERSFELLER. Yes, sir, we will supply that for the record, sir. 

Mr. Curtis. When you went in there, into these various warehouses, 
did you find that the inventories that the STEG had kept were fairly 
accurate ¢ 

Mr. ApersFeLuer. Yes, sir. The only difficulty we had were the 
nomenclatures that they kept the items under. 

Mr. Curtis. They were in German were they not ? 

Mr. ABERSFELLER. Yes, sir. 

Mr. Curtis. Were you supplied with any lists from our own Army 
command as to what was in there? 

Mr. ABpersFELLER. Well, our own Army command, of course, sir, at 
that time had no knowledge of what was in there. While we did have 
a list, and still do have a list of items actually turned over to STEG 
initially, there was no assurance that any or part of that still remained, 
in that they had been selling to various individuals and agencies from 
these stocks. 

Mr. Curtis. So your original inventory lists weren’t of any help in 
going in there? 

Mr. ApersFELLER. No, sir; they merely gave us an idea as to where 
to go to look for specific items. 

Mr. Curtis. And how many depots did you people here in the 
Quartermaster actually visit and what were their names? 

Mr. ApersFeELLER. I would rather give you that for the record, sir. 
I can tell you pretty well. Linwerter, which is near Bremerhaven, 
Bamberg, which is north of Nurenberg. Mannheim, which is 15 miles 
north of Heidelberg, and there was, I believe, another depot in the 
Augsburg area, but again I can provide that for the record. 

Mr. Curtis. You can correct that for the record. Now, I wonder if 
you would do this also, supply that information to all the staff mem- 
bers here, who I think would like to have it, that don’t already have it, 
for their further investigation. 

Mr. ABERSFELLER. Yes, sir. 

Mr. Curtis. Was the equipment well kept and were the warehouses 
in good shape? 
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Mr. ABERSFELLER. Yes, sir, for the most part; in many instances they 
had supplies stored under tarpaulins and tentage. For the most part 
the items, of course, were all in overseas packs, and in some cases in 
their original containers, and were in serviceable condition. 

Mr. Curtis. I believe that is all, Mr. Chairman. 

Mr. Bonner. In going through these depots, did you inquire as to 
whom STEG may have been selling? 

Mr. ABERSFELLER. No, sir. 

Mr. Bonner. General Middleswart, will you express your opinion 
on the procedure that should be initiated if the United States forces 
are withdrawn from this and other areas, for the purpose of salvage 
of all materials and supplies, and so forth? That is, as to your idea 
what type of program in the future should be inaugurated. We have 
had such an experience in the past. 


FUTURE RETURN OF SUPPLIES TO UNITED STATES 


General Mippteswart. Mr. Chairman, I have rather definite ideas 
what should be done in that event. Of course, conditions now are not 
at all similar to what they were at the time of the ending of World 
War II in Europe. We have only a very small percentage of the 
number of troops. However, the purpose of the matters that you are 
looking into today, namely, stock control, and all of these other meas- 
ures to see that we don’t build up excesses, even in our depots or 
even in post, camp, or stations, is with the idea to minimize the 
quantity on hand and the amount of taxpayers’ money that will have 
to be spent for supplies. I think it is essential that we hold these 
levels down to the minimum, and that we have definite plans in case 
or when we get out of Europe, to plan well in advance what measures 
are necessary in order to get that back. One of those measures is 
that you will have to keep’enough military to supervise any civilians 
that you hire in order to get the supplies back, to prevent pilferage, 
and properly account for these things. I think that is the first step. 
They should all be returned unless they are obsolete supplies. I 
know we in Washington, where I happened to be on duty at the end 
of the war, made a great effort to get a lot of these supplies sent back, 
but for reasons best known to many of us, that is, in the hurry to get 
the soldiers home and demobilized, these things were not brought 
back. We left clothing over here, tentage, and many other things 
which we have had to go in the market and replace. Shoes, combat 
boots of the same types we have now, were sold in Europe. I don‘t 
know just what disposition, what the financial arrangements were, 
but I think that you have hit on something that, in a roll-up, is return 
of supplies that you have actually used, unless, of course, you are 
going to get the Military Establishment down to such a small number 
that you would only need a small percentage of the supplies. 

Mr. Bonner. Mr. Lantaff has a question. 

Mr. Lantarr. Just a comment that I have was that your remarks 
are os true in view of the fact consideration has been and is 
being given by Congress to the establishment of a program of UMT, 
which in this instance will provide for much greater utilization of 
those excess supplies than we had for them at the end of the last war. 

Mr. Bonner. Yes, Mr. Dorn. 
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Mr. Dorn. I just have one further thought from the gentleman 
back here. He mentioned very briefly at dinner time, that is, the 
United States Quartermaster Corps and our supply system has never 
in history had to operate with air superiority im the hands of the 
enemy, and I am fearful that there will be a very big problem here 
in Europe if war should start in the near future, because of the present 
overwhelming superiority in Russia now within a very few minutes 
of this zone right here. I’m just sure, General, that you’ve given a 
lot of thought to that in your supply set-up. * * * It is a matter 
that lam sure is of great concern to you and your staff. 

Major General Mippiteswarr. That’s quite right, sir, and my own 
experience was, that during World War II, the air which we figure« 
would be quite active against supply installations actually had the 
minimum of activity. I know I was in a big arsenal over in England 
where I was told they had a high percentage of total ordnance in Eng- 
land. The enemy knew where that plant was and they only got one 
bomb in the whole war in that plant. Now, we had supply dumps 
at the ports and tremendous depots. I remember one down here in 
Belgium where they had 125,000 tons of subsistence, and the enemy 
knew where it was and never bothered it. I believe that we must plan 
that the enemy this time will get your ports and hit your supply instal- 
lations, if they are big enough. So that points out the fact vou’ve got 
to scatter your assets * * *, 

Mr. Dorn. Good. 

Mr. Bonner. Mr. Ward, a member of the staff. Mr. Ward is loaned 
to this subcommittee from the Bureau of the Budget, a very valuable 
asset. Any questions, Mr. Ward? 

Mr. Warp. I have two or three, Mr. Chairman. Colonel Flynn, 
do the other Army technical services use exactly the same stock-contro| 
system as the Quartermaster Corps ? 

Major General Mippieswarr. I wonder if General Henning would 
care to comment on that? 


SERVICE DIFFERENCES IN STOCK CONTROL SYSTEMS 


Brigadier General Hennina. The principles are the same. That's 
one of the jobs in logistics to have the same principles apply. 

Mr. Warp. Are the forms and procedures different, General ? 

Brigadier General Hennrtna. The chemical people, for example, 
can’t use business machines because they have very few items of stock 
on hand. Because of the expense to set them up a complete set of 
business machines, they could do it better manually. In the medical, 
those are different. 

Mr. Warp. Are the stock cards the same? 

Brigadier General Henninec. The major stock cards are the same. 
The form that you see there—the columns are not the same. 

Mr. Warp. One other question. Is that system the same as the 
one used by the Air Force and the Navy‘ Can anyone answer that 
forme’ Dothe three services, Army, Navy and Air Force all use the 
same general system of stock control 4 

Brigadier General Hennina. I can’t speak for the Navy. I was 
in Leavenworth for 3 years, and we asked the Air Force people to come 
out and describe their system to us, and basically their system is the 
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same as ours. It probably has some additional requirements because 
if you have only 20 fighter planes in the world, you’ve got to know how 
many parts you have in Japan, how many you have in Europe, so 
that you can switch those parts. Parts of their system are a little 
quicker in reaction than ours, but basically these principles are the 
same, and they do use, I’m sure, machine records. x 

Mr. Warp. Thank you, General. Colonel Flynn, when you requisi- 
tion on the New York POF, they draw, I think you said, on Schenec- 
tady and Philadelphia. 

Lieutenant Colonel Fuynn. They draw on the filler depots. Both 
of the depots that you mentioned are filler depots, but there are other 
depots, too, upon which requisitions are extracted. Columbus, for 
example. 

Mr. Warp. Would the New York POE go to Columbus next after 
they have tried Schenectady and Philadelphia ? 

Lieutenant Colonel Fiynn. Back in the States certain items are 
keyed. All clothing items are keyed at the Philadelphia depot. The 
run-of-the-mill of general supply items are keyed at the filler depot 


at Schenectady. Spare - rts are keyed at the Columbus depot. Other 


items of materials handling equipment are keyed at the Jeffersonville 
depot. 

Mr. Warp. At what stage in the game would they try to fill requisi- 
tions, say from the Navy depot at Bayonne which is very close to the 
New York POE? 

Lieutenant Colonel Firynn. To my knowledge they do not extract 
our requisitions on that agency. 

Mr. Warp. Do you think that they could, if the items were of stand- 
ard specification and identification ? 

Lieutenant Colonel Ftynn. We have with us today, Colonel Mat- 
isoff, who was the Quartermaster representative at the Overseas Sup- 
ply Division prior to coming to Europe. Perhaps Colonel Matisoff 
could better answer that question, sir. 


STATEMENT OF COL. MAURICE MATISOFF, ASSISTANT FOR SUPPLY 
OPERATIONS, MUNICH QUARTERMASTER DEPOT 


Colonel Matisorr. From a geographic standpoint, yes, sir, but from 
a stock control standpoint that would have to be established and 
directed by, obviously, the level at Washington. 

Mr. Warp. If that were the system, and the items were identical, 
then you could draw on the Bayonne installation ? 

Colonel Matisorr. When directed by the central stock control point 
in Washington. Yes, sir. 

Mr. Warp. O. K. Thank you very much. 

Lieutenant Colonel Fiynn. Mr. Ward, I would like to amplify one 
point on the filler depots in the States. For every item, we have a lo- 
cation on our cards which indicates the key depot in the States. You 
will notice that the key depot indicated on our sample requisitions was 
key depot 80 which is Philadelphia. The requisitions are prepared 
by key depot by this agency. 

Mr. Warp. Thank you very much. One other question. Mr. Abers- 
feller, do you have a copy of the list of the items that were turned 
overto STEG? ° 
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Mr. ApersFeLter. Yes, sir; there is such a list. However 

Mr. Warp. Were they receipted for by STEG? 

Mr. ABERSFELLER. Yes, sir. 

Mr. Warp. Then they didn’t buy a pig in a poke when they got that 
material from the Army ? 

Mr. Asersrecter. No, sir. Actually the records lie with OFLC, 
with the State Department. 

Mr. Warp. Thank you very much. That’s all I have, Mr. Chair- 
man. 

Mr. Bonner. Mr. Kennedy, counsel for the committee. 

Mr. Kennepy. In the committee’s visit to the POE in New York, 
they were shown a number of overstatements of requirements from 
overseas, primarily from this theater. Could you give an idea of 
recent editing downward by percentage that your requisitions have 
received at the POE for the last couple of months? 


PORT EDITING OF OVERSEAS REQUISITIONS 


Lieutenant Colonel Fiynn. Our requisitions for maintenance sup- 
ply are not edited downward by the Overseas Supply Division at the 

ort. Cards for every item which we have on level are forwarded 
bak to the port each month. The method of edit performed by the 
port is a machine edit. Their cards and our cards are run throug) 
an accounting machine, and if the level which we have is in disagree- 
ment with theirs, the card will automatically kick out. The only 
reason for a difference would be an error somewheres along the line. 
Those things do not happen intentionally. There have been a few in- 
stances of requests for justification for supplies which we have requisi- 
tioned to meet initial issue demands. We requisition two types of 
supplies on the States, replacement demands and initial issue demands. 
For troops scheduled to arrive in Europe, we do not requisition the 
initial T/O & E equipment for those troops. They bring that equip- 
ment with them, but we do have to requisition sufficient post, camp, and 
station property to initially equip the forces coming to this command. 
For example, the Fourth Division, the Second Armored, the Forty- 
third and the Twenty-eighth. Those troops bring their own T/O & E 
equipment with them, but we do have to requisition sufficient bedding 
and other post, camp, and station property which we are unable to 
obtain here in the German economy. There have been a few instances 
of where we’ve had to correspond back and forth by cable and by letter 
to further justify requisition demands placed upon the port for initial 
issue and there have been cases of where the port has extracted our 
requisition to the Office of the Quartermaster General for adminis- 
trative action, and those have been reasoned out between the two com- 
mands, but there have not been many such instances. 

Mr. Kennepy. It might have arisen from a lack of a conservation 
program or from lack of supply discipline at the post, camp, and 
station level requisitioning through you. 

Lieutenant Colonel Fiynn. I would not say so, sir. I can remember 
one particular instance of a demand which was placed on the port 
3 months ago for a laundry item, and we asked for enough of that 
particular item to last us a good 10 or 15 years. It was an isolated 
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instance and it was due to an error, and at times we do make errors, 
but it was purely unintentional. 

Mr. Kennepy. With regard to receiving this material from the zone 
of interior, what has been your experience with regard to overseas 
packaging? Has it been of a satisfactory nature? 

Lieutenant Colonel Fiynn. Colonel Silver, sir. 

Colonel Sriver. Generally speaking, Mr. Kennedy, the overseas 
packing has been satisfactory. Occasionally we will get something 
shipped in here in stateside packing or ordinary commercial packing 
used in the States. Many times it doesn’t carry well. 

Mr. Kennepy. Do you have any unidentifiable property on hand? 

Lieutenant Colonel Ftynn. Mr. Eberhart. 


UNIDENTIFIED PROPERTY 


Mr. Esernart. I am not able to say what unidentified property 
we have on hand. There are occasions where we do find minor items 
in stock such as perhaps a piece of a manifold or some sort of a spare 
part which is found in stock and there may be only one or two in the 
entire command which is actually unidentifiable. But as far as I 
know and to the best of my knowledge there are no great majority 
or great quantity of unidentified stocks. A very, very few items of two 
or three are occasionally found in stock that cannot be identified, to the 
best of my knowledge. 

Lieutenant Colonel Fiynn. I passed that question on to Mr. Eber- 
hart because he is the agency which receives all requests to identify 
items located in either depot that are unidentifiable. Frequently, he 
passes the request for identification on to this office and we at times send 
samples of items back to the zone of interior, but they are infrequent. 

Mr. Kennepy. In the committee’s intermediate report they stressed, 
as one of the examples, the coffee-roasting activities of the Army. I 
wonder if you could sketch briefly what that encompasses in this 
area—whether you have any plants, what is your volume, stockage 
on hand, and whether you service the Air Force requirements ? 

Major General Mippteswart. Mr. Abersfeller, will you take that? 


COFFEE ROASTING PLANTS IN EUCOM 


Mr. ABERSFELLER. Yes, sir. We have—let me say this first—we pro- 
vide all the coffee for the Air Force. The Air Force in Europe has no 
coffee-roasting plants. We have eight coffee-roasting plants in opera- 
tion * * *, Our present stocks of coffee are 1,215 tons on hand, 
which is a 6714-day supply level. We have 2,025 tons due in, which is 
112% days of supply. Our daily consumption is 18 tons. Did I answer 
all of your questions, Mr. Kennedy ? 

Mr. Kennepy. Thank you very much. 

Mr. Bonner. Mr. Roback. 

Mr. Rospack. One question, Mr. Chairman. Colonel Flynn, if you 
will review the record of the subcommittee’s previous hearings at your 
convenience, you will find that the Oversea Supply Division stated to 
the subcommittee that requisitions were edited downward with 
assigned values in money terms. I think the Quartermaster figures 
range somewhere between 2 and 10 percent over a period of perhaps 
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6 months. Now the impression that was given to the committee was 
that there was a systematic editing of those requisitions that came in 
from overseas. ‘That doesn’t square with the statement that you made 
here today. Do you care to comment ¢ 
Lieutenant Colonel Firynn. General Henning has asked to com- 
iaent. 
OPERATIONS OF OVERSEA SUPPLY DIVISION 


Brigadier General Henninc. May I trace the Oversea Supply Di- 
vision for you? Before World War II, all requisitions from oversea 
commands came into the old Munitions Building in Washington, and 
we expected that the Quartermaster and the Ordnance and everyone 
there would check the requisition to see that they were reasonable. 
Washington is too crowded with people, so we tried the system to 
move a part of the staff out to the ports, to set up OSD’s at Seattle, 
San Francisco, New Orleans, and New York. One of the missions of 
those OSD’s is to screen for reasonableness, so if there was anything 
wrong, it is their job to report it back to the Pentagon. The Oversea 
Supply Division, you can correct me on this, the Oversea Supply 
Division is an agency of General Larkin’s in the Pentagon Building. 
It is not physically located in the Pentagon Building because that 
would crowd more people. So if something should be edited, it is 
their job to do it for General Larkin and for the Technical Service 
Chief. Now as to the work of the oversea commands. If we had done 
our work properly—if we had set up Tables of Organizations, Tables 
of Allowances, and defended them properly before the General Staff, 
and gotten approval of our allowances, and if the port had supplied 
it to us properly, we’ve done our job properly to defend what the 
proper allowance is—then it becomes a mechanical process for the 
agencies over here to requisition in accordance with those allowances. 
If we have done our work properly in presenting the requirements, 
and they have done the mechanical work properly, it shoudn’t be 
possible for any great errors to occur in the system. 

Mr. Rorack. How do you account for an alleged overstatement of 
requirements according to their statement of between 2 and 10 percent 
over at least a 6-month period ? 

Brigadier General Hennrne. I would like to run down the indi- 
vidual cases with the people at the New York port before being re- 
quired to answer the question. If I could find a specific case of an 
item—— 

Mr. Rorack. You can refer to the testimony of Colonel Vandersluis 
in our hearings and submit a statement. 

Brigadier General Hennine. If I can get the exact items that are 
common major errors—or the accumulation of errors, 


DOWNWARD EDITING BECAUSE OF NONAVAILABILITY 


Lieutenant Colonel Fiynn. There have been a few instances, but we 
submit over 100 requisitions a month, and the great volume of down- 
ward editing is channeled to this agency through the medium of what 
we refer to as notices of nonavailability, and this agency restudies 
their requirements and either concurs in the immediate cancellation of 
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that line item because of its nonavailability or we request that that 
item be retained on back order until such time as it will become avail- 
able. I wonder if a portion of that 2 to 10 percent does not include 
the downward editing as a result of nonavailability of stocks in the 
zone of interior ? 

Mr. Ronacx. May I call to your attention that in the case of the en- 
cineers, the estimate of downward editing ranged from 25 to 40 per- 
cent over the same period, and if that is a question of nonavaila- 
bility 

srigadier General Henninc. Mr. Chairman. We are talking about 
an engineer subject? I'll have that investigated and have the answer 
for you in Heidelberg. 

Mr. Bonner. Mr. Brodsky. 

Brigadier General Hennine. If that will satisfy you? 

Mr. Bonner. Yes; that will be alright. 

Mr. Bropsxy. If I may for one second, Mr. Chairman, I would like 
to go back to this Air Force ‘separation on clothing and equipage. 
Colonel Flynn, I believe you said that June 1, 1951, was the date which 
the Air Force took over its own requisitioning procedures for class IT 
and IV supplies. Isn’t that right? 





SPLITOFF OF REQUISITIONS FOR AIR FORCE 


Lieutenant Colonel Frynn. I stated that on June 1 we started to 
progressively drop Air Force clothing and equipage items by class of 
supply. We dropped those items progressively until September 15, 
and upon that date we ceased requisitioning altogether. 

Mr. Bropsxy. Is it true though Colonel, that the act of separation 
took place at a much earlier date when the Air Force assets were sep- 
arated from the Army, and it’s merely paper work which ceased to 
flow between June 1 and September 15, 1951? 

Lieutenant Colonel Fiynn. This agency was given the schedule to 
follow. We ceased requisitioning class—I don’t recall the classes. We 
have a schedule downstairs, sir, and I can get it. Colonel McKemie 
will get it. But we ceased requisitioning particular classes on that date. 
Our quartermaster depots continued, however, beyond that date to 
store and issue within the command. 

Mr. Bropsxy. But not against an Army account. 

Lieutenant Colonel Fitynn. No, sir. 

Mr. Bropsxy. It was an Air Force account. 

Lieutenant Colonel Fiynn. The physical separation and allocation 
of stock was made a good many months before June 1 of this year. 

Mr. Bropsky. That’s exactly the point that I wanted. 

Lieutenant Colonel Fiynn. Yes, sir. 

Mr. Bropsxy. So that for instance, let’s say in March 1951 you 
might process an Air Force requisition, but that was processed against 
an Air Force liability, in terms of charging a requisition. You did 
nothing to edit that requisition. You were merely the agent for the 
Air Force. 


94756—52 





77 











1196 FEDERAL SUPPLY MANAGEMENT 


Lieutenant Colonel Fiynn. Yes, sir. We would edit that against 
the stocks remaining from the allocations made in July of 1950 and— 
you’ve raised an excellent point—until such time as we ceased requisi- 
tion, we did control the in-put but during all that period we had no 
control over the outflow of supplies. 

Mr. Bropsky. The reason I raised that question, Colonel, is that I 
want to make it clear to the committee that the action that you have 
described is not totally inconsistent with Mr. Lovett’s directive which 
was read by Mr. Lantaff earlier. That act of the actual separation, 
had taken place much earlier than Mr. Lovett’s directive. 

Lieutenant Colonel Fiynn. In the Quartermaster Division it took 
place in July 1950, sir. 


ASSETS NOT REPORTED BELOW DEPOT LEVEL 


Mr. Bropsky. One other question, Colonel. When you report your 
assets to the States, you include stocks on hand in the depot. How 
much lower than the depot do you go in determining your assets? 

Lieutenant Colonel Fiynn. We do not go below the depot level, sir. 

Mr. Bropsxy. Do you know of any contemplated plans to go beyond 
the depot level ? 

Lieutenant Colonel Fiynn. No, sir. 

Mr. Bropsky. One other last question. Your order and shipping 
time, as I recall, is 120 days in this theater, isn’t it? 

Lieutenant Colonel Ftynn. Yes, sir. 

Mr. Bropsky. Can you think of any way of reducing that order 
and shipping time? 


STEPS TO REDUCE ORDER AND SHIPPING TIME 


Lieutenant Colonel Fiynn. We have taken steps within this agency 
to reduce the order and shipping time. We have done two things: 
(1) We have cut out certain channels which we were utilizing prior 
toa few monthsago. We now airmail our requisitions direct from this 
office to the Oversea Supply Division. We no longer go through 
Heidelberg, and we save 20 days—or from 14 to 20 days there; (2) 
We are also staggering the submission of our requisitions to the Over- 
sea Supply Division. We are submitting our subsistence and clothing 
and equipage requisitions to the Oversea Supply Division during the 
first half of the month, and the requisitions for general supplies and 
spare parts the second half of the month. We instituted that 2 months 
ago. We haven't felt the effect, but I know that it will cut down the 
processing time on the part of the States. 

Mr. Bropsxy. Shouldn't that reduce the pipeline then in the over-all 
requirements and over-all procurement ¢ 

reteset Colonel Fiynnx. I don’t know what the effect will be. 
My own observation has been that—We have maintained records of 
delayed items. Our subsistence items are normally received in the 
month prior to the month that they must be consumed. We receive 
about 98 percent of our subsistence on time. For the “Clothing and 
equipage” items, our studies will show that about 79 percent of those 
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items come over on time, in 120 days. But for General Supplies, the 
percentage that we receive on time is roughly 48 percent and for Spare 
Parts about 50 percent. 

Mr. Bropsxy. If your description of what the Oversea Supply Divi- 
sion does to your requisitions is accurate, isn’t there a savings 1n time 
right there, that is if they really do nothing to edit requisitions and yet 
you count 10 days for the order and shipping time. There’s approxi- 
mately 10 days that could be eliminated right there. 

Lieutenant Colonel Fiynn. Mr. Brodsky, I did not mean that they 
did nothing. I know they have 10 days allotted to them to process our 
requisitions and extract them to the procurement office or to the filler 
depot. Our requisitions are limited to 250 line items. That’s rule 
number one. And we must submit separate requisitions for the differ- 
ent classes of supply on the key depots and we do average about 120 
requisitions a month. With our system of staggering those requisi- 
tions they will be receiving about 60 the first half of the month and 60 
the latter half. And in 10 days they have a great deal to do to get 
those requisitions through to the next step. 

Mr. Bropsxy. I have some questions with respect to off-shore pro- 
curement, General, but I think I’d probably better hold it for Heidel- 
berg. 

Mr. Bonner. Are there any further questions by the committee? 


EFFECT OF STRIKES ON EUROPEAN SHIPMENTS 


Mr. Dorn. Mr. Chairman, just one small question the general might 
like tocomment on. It might be worthy of consideration, but whether 
we can ever do anything about it I don’t know. To what extent, Gen- 
eral, do the strikes in dock areas like New York affect the supply 
system in Europe, now and during World War II? I know it caused 
considerable headaches over here at one time. Whether Congress 
will ever get legislation to remedy that or not I don’t know. 

Major General Mippteswarr. Well, the Brooklyn Army Supply 
Point and Staten Island apparently weren’t tied up very much. So in 
my supply I didn’t notice the delay, but of course in time of war, or, 
even in time of peace, if the piers at which we would depend on for our 
shipping weren't functioning on account of strikes, it would be ex- 
tremely serious, of course. I don’t know what we'd do. The economy 
of these countries over here wouldn’t support the forces that we've got. 
So we would just have to go home, or do something. 

Mr. Dorn. It would be very serious to handle. 

Major General Mippteswart. It would be very serious. 

Mr. Dorn. That’s all, Mr. Chairman. 

Mr. Bonner. Any other questions by the committee? For the 
benefit of those who haven’t met the members of the committee, I am 
Mr. Bonner, on my right is Mr. Lantaff, Mrs. Harden, Mr. Dorn, Mr. 
Donohue, Mr. Brownson, Mr. Curtis, Mr. Meader. General, on be- 
half of the committee, I want to thank you and your staff, for the co- 
operation you have given us here today, and for the other courtesies 
which you have extended to us. I want to tell you that we greatly ap- 
preciate it. Our interest is mutual with yours, to bring about efficiency 
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in the Armed Services, and such economies as may be practiced and 
initiated, that will in no way impede the purpose of the Armed Serv- 
ices or the striking force of the Army, Navy, and Air Force. Thank 
you all very much. 

Major General Mippteswarr. Thank you, Mr. Chairman. 

Mr. Bonner. As chairman of the subcommittee, I am depending on 
you (I would like this on your record) for a copy of your transcript, 
as is. I realize your transcript will likely be preread, and so forth, 
but for the purpose of our subcommittee, [ am depending on you for 
a copy of it. 

Majer General MippLeswart. Very well, sir. 


Mr. Bonner. And we'll have it that way? 

Major General Mrppteswarrt. That’s right, sir. 

Mr. Bonner. You will please send it to the Bonner Subcommittee, 
Expenditures Committee, House of Representatives, Washington, 


D.C. 


GIESSEN, GERMANY—EXHIBIT 1 


QUARTERMASTER ACTIVITIES, 
CAMERON STATION, UNITED STATES ARMY, 
Alerandria, Va., November 2, 1951. 
QMACC (C) 
Subject : Quartermaster Supply Catalog Information Letter. 
To: Commanding Officers, Quartermaster Depots and Commanding Officers and 
Quartermaster Supply Officers, General Depots. 

1. Reference is made to paragraph 8 of letter from The Quartermaster General, 
dated October 18, 1948, file QMGSR-PM 4386, Subject: Maintenance of QM 5- 
Supply Catalog. 

2. There are inclosed advance notices of changes to be made in D/A Supply 
Catalog QM 5, pending the receipt of printed changes through normal publication 
channels. These changes should be entered on the QM 5 pamphlets in accord- 
ance with instructions contained in paragraph 4 of referenced letter. 

3. These changes incorporate those made by Stock Accounting Catalog Letter 
No. 147 and are effective November 26, 1951. 

For the officer in charge: 

Eviis A. CooKE, 
Major, QMC, 
Assistant Chief, QM Catalog Agency. 


Quartermaster Supply Catalog Information Letter, class 5, No. 47 
(November 2, 1951) 

Additions.—None. 

Deletions.—Delete the following stock number and all information pertaining 
thereto: 5—-F-6544, 
Changes.—None. 


Quartermaster Supply Catalog Information Letter, class 18, No. 5 
(November 2, 1951) 

Additions.—None. 

Deletions.—None. 

Changes.—Change “Description” to read: 





| { { ri 
Immer- | Total |A. 8. T. M. 
length | designation 


Range Divisions 











| 
ae 
48-T-1334-550 THERMOMETER, cloud | Inches 
| See eee ier apétevabibs 70 to +70° F | e | 4% | 834 
} 





D97 
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Quartermaster Supply Catalog Information Letter, Class 24, No. 100 
(2 Nov. 1951) 

Additions.—None. 

Deletions.—Delete the following stock numbers and all information pertaining 
thereto: 
24-F-240 
24-F-255 
24-L-701 
24-S-975 
24-S-980 


24-T-323-675 
24—T-323-15 
24~—T-323-20 
24-T-325--65 
24-T-325-67 


24-T-155 
24-T-200 
24-T-205 
24-T-225 
24-T-235 


24-S-987-10 
24-T-100 
24~T-105 
24-T-106 
24-T-107 
24-T-133 


24-T-826-10 
24-T-326-20 
24-T-826-55 
24—T-326-65 
24-T-326-88 
24—-T-327-10 


24-T-320-36 
24~T-320-125 
24-T-321 
24-T-321-15 
24-T-321-35 
24~'T-321-40 


24—T-827-20 
24-T-327-25 
24-T-327-55 
24~-T-327-110 
24-T-327-120 
24-T-134 


24-T-323-470 
24-T-323-475 
24-T-323-490 
24-T-323-517 
24—T-323-560 
24-T-323-665 
Changes.—N one. 


24-T—223-100 
24—T-290 
24-T-—296 
24—T-298 
24-T-312-100 
24-T-312-125 


Quartermaster Supply Catalog Information Letter, Class 27, No. 116 
(2 November 1951) 


Additions.—Add the following items in proper stock number seauence : 


| 
Stock No. | 


| i 
Unit | CC | Exp. Spec. 


27-C-11720-728 | CLOTH, cotton, denim, 9.85 ozs., olive | yd 2 xX Federal CCC-D-186, 
drab, shade no. 7, unsbrunk, 28 ins. | Type I, Class D. 
width. 
INTERLINING, cotton, worsted, 
spun hair filling, 8.5 ozs., unbleached: 
Width, inches: 


Description 








27-I-4080-16 
27-T -3695-130 | Military MIL-T-5660. 
tural, polished finish, mildew resist- 
ant treated, ticket no. 3, 1 1b. tube. 
(NOTES: QM Air Item). 
27~T -5773-284 THREAD, cotton, machine, silk finish 
white, ticket no. 30, 4 cord, 1 1b. tube. 
(NOTE: Qm Air Item.) 


| Federal V-T-276, Type 
. ee 











Deletions.—None. 
Changes.—None. 


Quartermaster Supply Catalog Information Letter, class 29, No. 16 
(2 November 1951) 
Additions.—None. 
Deletions.—None. 
Changes.—29-C-1500. * * * Change “Specification” from “QMC Tent JCQD 
No. 1035” to “Military MIL—S—11262 (QMC)”. 


Quartermaster Supply Catalog Information Letter, class 84, No. 74 
(2 November 1951) 
Additions.—None. 
Deletions.—None. 
Changes.—34-S-298. Change “Description” to read “SCABBARD, leather 
carbine, caliber .30, M-1.” 


Quartermaster Supply Catalog Information Letter, class 87, No. 65 
2 November 1951) 
Additions.—None. 
Deletions.—None. 
Changes.—37-G-—1050, 37-G-1054, 37-G-1058, 37-G-1062. Delete “U. S. Army 
94-3102” from “Specification” column. 
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Quartermaster Supply Catalog Information Letter, class 39, No. 20 
(2 November 1951) 


Additions.—Add the following item in proper stock number sequence : 





| bien | 


l 
Description | Unit | CC | Exp. | Spec. 
' 


Stock No, 


| 





down, flat, standard type, 2 way, 3 


| 
PALLET, warehouse, wood, knocked | 
| — 3 lower and 5 upper deck- | 


Size inches: | Ss a! 
39-P-515 48 2 | 3 ; Federal NN~-P-71 Type 
i | I Group A, 


| Rfid 





Deletions.—None. 
Changes.— 
39-P-440 Change “Description” to read “PALLET, warehouse, wood, assem- 
bled, flat, standard type, 2 way, 3 stringer, 3 lower and 5 upper 
deckboards: Size, inches, 32 X 40.” 
39-P-445 Change “Description” to read “PALLET, warehouse, wood, assem- 
bled, flat, standard type, 2 way, 3 stringer, 3 lower and 5 upper 
deckboards : Size, inches, 36 X 48.” 
39-P-450. Change “Description” to read “PALLET, warehouse, wood, assem- 
bled, flat, standard type, 2 way, 3 stringer, 3 lower and 5 upper 
deckboards: Size, inches, 40 X 48.” 
39-P-452 Change “Description” to read “PALLET, warehouse, wood, assem- 
bled, flat, standard type, 2 way, 3 stringer, 3 lower and 6 upper 
deckboards: Size, inches, 48 X 48.” 
39-P-456 Change “Description” to read “PALLET, coher ea yee assem- 
bled, flat, standard type, 2 way, 5 stringer, 5 lower and 7 upper 
deckboards: Size, inches, 48 X 60.” 
39-P470 Change “Description” to read “PALLET, warehouse, wood, assem- 
bled, flat, standard type, 4 way, 3 stringer, 3 lower and 5 upper 
deckboards: Size, inches, 40 X 48.” 
Add “Military (Navy) MIL-P-15011(S&A)” to “Specification” 
column. 
39-P-500 Change “Description” to read “PALLET, warehouse, wood, knocked 
down, flat, standard type, 2 way, 3 stringer, 3 lower and 5 upper 
deckboards: Size, inches, 32 X 40.” 
Change “Specification” from “OQMG No. 123-B” to “Federal NN- 
P-71, Type I, Group A.” 
39-P-510 Change “Description” to read “PALLET, warehouse, wood, knocked 
down, flat, standard type, 2 way, 3 stringer, 3 lower and 5 upper 
deckboards: Size, inches, 36 X 48.” 
Change “Specification” from “OQMG No. 123-B” to “Federal NN- 
P-71, Type I, Group A.” 
39-P-520 Change “Description” to read ““PALLET, warehouse, wood, knocked 
down, flat, standard type, 2 way, 3 stringer, 3 lower and 6 upper 
deckboards: Size, inches, 48 X 48.” 
Change “Specification” from “OQMG No. 123-B” to “Federal NN- 
P-71, Type I, Group A.” 
39-P-530 Change “Description” to read “PALLET, warehouse, wood, knocked 
down, flat, standard type, 2 way, 5 stringer, 5 lower and 7 upper 
deckboards: Size, inches, 48 X 60.” 
Change “Specification” from “OQMG No. 123-B” to “Federal NN- 
P-71, Type I, Group A.” 
39-P-570 Change “Description” to read “PALLET, warehouse, wood, knocked 
down, flat, standard type, 4 way, 3 stringer, 3 lower and 5 upper 
deckboards: Size, inches, 40 X 48.” 
Add “Military MIL-P-15011 (S&A)” to “Specitication” column. 





pe 
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Quartermaster Catalog Information Letter, Class 42, No. 82 (2 November 1951) 


Additions. —Add the following items in proper stock number sequence: 





Stock No. Description Unit “Unit | cc ~ 





ea | 9 | NX 


42-D-1410-25 DRUM, inflamable liquid, steel, 16 gage, 55 gal. cap., with ““RIE- | 
KE” type closure. bs 
42-D-1410-50 DRUM, "Tenhahie teeld, 5 steel, 16 gage, 55 gal. cap., with ““‘TRI- | | 9|NX 
SURE” type closure. ay | | 








Deletions.—None. 
Changes.— 

42-G-1145 Change description to read “GROMMET, brass, chromium plated, 
0.97 inch outside diameter, 0.60 inch inside diameter, 0.209 inch 
high, without washer” 

Add “QM air item—used with AN 6560-WC1 washer” to “Notes” 


column. 
Add * * * “Aeronautical AN 6560-GC1” to “Specification” 
column. 


The changes published in Weekly Supply Catalog Information Letters class 42, 
No. 1 through No. 81 have been incorporated in a revision of QM5—42, now being 
printed. The changes listed herein, and in subsequent issues of this publica- 
tion, should be made in printed catalog when received. 


Quartermaster Supply Catalog Information Letter, class 43, No. 24 
2 November 1951) 


Additions.—Add the following items in proper stock number sequence: 





| | 
| 


Stock No. | Description | Unit | CC | Exp. | ‘ Spec. 
———_____—_|——— | 
| BOLT, aeronautic, steel, nickel, heat- | | 
| treated, zinc or cadmium plated, hex- | 
| agon, N. F. T.S., class 3 fit, undrilled, 
| noncorrosion resisting: | 








Nominal Threads Length 
} size per inch inches | 
43-B-2710 36__ 24 --. 224s --| ea | 3] X | Aeronautic AN6-22A. 


(NOTES: QM Air Item.) _ | 
NUT, neromemtie, self-locking, hexagon, | | | 
steel, N. F. T. 8., class 3 fit, 550° F.: | | 


Nominal size Ps ayaa ” inch | | 
43-N-1714 | 34_ 4 ea | 3] X | Aeronautic AN363-624. 
| (NOTES: QM Air Item.) | | | 


| 





Deletions.—None. 
Changes.—None. 


Quartermaster Supply Catalog Information Letter, class 51, No. 73 
(2 November 1951) 


Additions.—Add the following item in proper stock number sequence: 











| 
Stock No. Description Unit | CC | Exp. 
1 
| | 
§1-I-167-75 INSECTICIDE, lindane 75%, water dispersible powder, 15- lb 3; xX 
pound drum. 





Deletions.—None. 

Changes.—None. 

“The changes published in Weekly Supply Catalog Information Letters class 
51, No. 1 through No. 72 have been incorporated in a revision of QM 5-51, now 
being printed. The changes listed herein, and in subsequent issues of this pub- 
lication, should be made in the printed catalog when received.” 
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Quartermaster Supply Catalog Information Letter, class 53, No. 94 
(2 Nov. 1951) 


Additions.—Add the following items in proper stock number sequence: 








] 
Stock No. Description Unit | CC | Exp. Spee. 








53-F-4710 FOLDER, file, kraft, medium weight, 
reinforced right-hand position tab, 
534 ins. long, 10 ins. high, front flap 
844 ins. high, 12 ins. wide, with two 
(2) 34 in. scores at bottom. | 

(NOTE.— Use: Military pay record.) | 

PAPER, mimeograph, wood pulp, | 

groundwood: 


| 
4 | x 
| 


| Substance Color Size, inches | . 
52-P-16818~-140 1 White... 8x 13%__-.} | ee UU-P-388, type 


53-S-5060-500 STAPLE, paper fastening, wire pre- | 
formed, ‘‘Markwell’’ model RXD, 
546 in. U-shaped, 1,000 per box. 

STAPLE, paper fastening, wire pre- 
formed: 





| Size, inch Number per bor 
53-S-5061 gx 4 5, wile, eer See 


Deletions.—None. 
Changes.—None. 


Quartermaster Supply Catalog Information Letter, Class 54, No. 65 (Nov. 2, 1951) 


Additions.—None. 
Deletions.—None. 
Changes.—Change “Description” to read: 
54-M-18150. MACHINE, computing, nonlisting, calculating, portable, motor- 
driven or hand-operated, without carrying case: 
Key column: 
Capacity Make Model 


Quartermaster Supply Catalog Information Letter, Class 57, No. 23 (Nov. 2, 1951) 


Additions.—Add the following items in proper stock number sequence: 





Description Unit | CC | Exp. | Spec. 


| BEADS, glass, solid, 5mm. dia 9 X | E. Machilett & Son 41- 
(NOTE: Component of: ‘‘Con- 550. 
radson’’ Carbon Residue Appara- | | 








us.) | 
| BLOCK, _ refractory, ‘‘Conradson”’ , e X | Precision Scientific” Co. 
| Carbon Residue Apparatus, molded | 73577. 
| porcelain. 
57-B-10950 | BURNER, gas, “Hy-Temp”, for | Emil Greiner G-3535. 
| Straight or mixed natural and cyl- 
inder gases of 600 B. t. u. min., with 
heat intensifier top and brass base. 
(NOTE: Component of: ‘‘Con- | 
radson’”’ Carbon Residue Appara- 
i tus.) 
57-B-11010 BURNER, gas, ‘‘ Meker”’, for artificial | |] | Emil Greiner G-3511. 
gas 480 to 600 B. t. u., ed = 1546 | 
| in., height 53¢ ins., base 3 | | } 
57-C-750 CARBON RESIDUE APPARA- | | Precision Scientific Co. 
TUS, ‘‘Conradson”, ASTM D189, | 73571. 
single unit, natural gas, complete. 
87-C-1170 CENTRIF UGE, electric, ball bear- | | | Emil Greiner G-4255. 
ing, 4-place head and aluminum | 
shields for ASTM 100 ml. pom | 
shaped tubes, 115-v., a. c. or d. c. 
CORK, XXXX quality, regular length _| | | Fisher Scientific Co. 7- 
i } 790, 
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Quartermaster Supply Catalog Information Letter, Class 54, No. 65 
(Nov. 2, 1951)—Continued 


st | he 


fr 
Stock No. Description | Unit | CC | Exp. | 








57-C-1472 | . 0, bag of 100. 
57-C-1474 no. 2, bag of 100. 
57-C-1476 no. 4, bag of 100. 
§7-C-1478 no. 6, bag of 100. 
57-C-1479 no. 7, bag of 100. 
§7-C-1480 no. 8, bag of 100. 
57-C-1481 no. 9, bag of 100. 
57-C-1482 no. 10, bag of 100. 
57-C-1483 | no. 11, bag of 100. 
57-C-1484 | no. 12, bag of 100. 
57-C-1485 . 13, bag of 100. 
57-C-1486 | no. 14, bag of 100. 
§7-C-1487 } no. 15, bag of 100. 
57-C-1488 . 16, bag of 100. 
57-C-1489 | no. 17, bag of 100. 
57-C-1490 | no. 18, bag of 100. 
57-C-1491 no. 19, bag of 100. 
57~C-1492 | no. 20, bag of 100. 
57-C-1494 } no. 22, bag of 100. 
57-C-1496 ~ 24, bag of 100. 
57-C-1498 | 26, bag of 100. 
57-C-1508 CORK, XXXX quality, regular length, Fisher Scientific Co. 7- 
assorted, nos. 6 to 15 inclusive, 10 of 795. 
each, bag of 100. | | . 
57-C-9960 CRUCIBLE, “Conradson” Carbon | 9 | Emil Greiner G-17417. 
Residue Apparatus, spun sheet iron, | 
|  wieover, 180 cc. cap. 
CRUCIBL E, “Coors” porcelain, low | 
wide form: | 
Size Diameter, — Capacity, 
No. mm. mm ml. 
57-C-10025 i. 50... 31.. we F Emil Greiner G-6650. 
(NOTE: Component of: | j | 

radson’”’ Carbon Residue Appara- | 

tus.) | 
57-C-10120 | CRUCIBLE, outer, “Conradson”’ Car- Precision Scientific Co. 

' bon Residue Apparatus, nickel, | | 68176. 





| w/cover. j 
57-C-10400 CRU CIBLE, “Skidmore’’, ‘“Conrad- | Precision Scientifie Co. 
. ;} son’? Carbon Residue Apparatus, | | | 68245. 
nickel, w/cover. | 
57-H-1665 | HOOD, “Conradson”’ Carbon Residue | es | Precision Scientifie Co. 
| Apparatus, nickel, w/nichrome bridge. | 73585 
57~H-1675 HOOD, “Conradson’”’ Carbon Residue | | Emil Greiner G-17416. 
Apparatus, sheet iron, w/bridge or 
gauge. j 
57-S-1175 | STILL, water, Midget, electrically | e NX | Precision Scientific Co. 
heated, 1 qt. per hr. cap., 115-v., 880-w. - , 
57-8-1178 | STILL, water, Midget, electrically § > Precision Scientific Co. 
~ be gal. per hr. cap., 115-v., | 2004. 


| 1200-w 
57-T-5360 TRIANGLE “Conradson”’ Carbon | e Precision Scientific Co. 
Residue Apparatus, chromel ‘‘A”’ | 73588 
| square wire. 
57-T-5378 | TRIPOD, iron, single ring, baked en- N? Fisher Scientific Co. 

amel finish, 9 ins. high, 6 ins. outside | 15-300. 

dia. of ring. 

(NOTE: Component of: ‘‘Con- 
radson”’ Carbon Residue Appara- | 

| tus.) | | 
| TUBE, centrifuge, oil, ASTM, gradu- | e¢ > Emil Greiner G-4942. 

ated, pear shaped, ‘‘Pyrex’’, tip grad- 

uated 3 ml. in %o ml., 100 ml. cap. 





Deletions.—None. 
Changes.—None. 


Quartermaster catalog information letter, class 64, No. 75 (2 November 1951) 


Additions.—None. 

Deletions.—None. 

Changes.—64—C-410-75 : Change “Description” to read: “GRIDDLE, 34 x 18 
ins., electric, 2 burner, variable heat control, with floor stand, 6000-w, 110-v., d. c.” 
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Quartermaster supply catalog information letter, class 66, No. 98 
(2 November 1951) 


Additions.—Add the following items in proper stock number sequence: 





Stock No. Description Unit | CC | Exp. Spec. 





66-C-1216 CONVEYOR, gravity, wheel, alumi- Military MIL-C-7246. 
num, steel wheels, 4 ft. section, 12 ins. 
over-all width. 

(NOTE: QM Air Item.) 
66-M-809-50 MACHINE, mixing, vertical, heavy 
out hotel type, electric, 115-v., 60 

, 1 ph., A. C., 30 qt. cap., with 30 
onl 20 qt. bow 
66-M-874 MACHINE, sewing, foot operated 
medium dut , field, “Singer’’ no. 
31-SV-53, wit out case and stand. 

(NO OTE : QM Air Item.) 
66-M-983-29 MACHINE, sewing, electrically oper- 

. ated, complete, rope tack, parachute, 
“Singer” no. 17 W 15 




















Deletions.—None. 
Changes.— 


66—-M-983-30 Change “Description” to read “MACHINE, sewing, electrically 
— complete, rope tack, tent rope, “Singer” No. 17 W 15, 
1 ph 


Quartermaster supply catalog information letter, class 69, No. 20 
(2 November 1951) 


Additions.—Add the following items in proper stock number sequence : 





Stock No. Description " Spec. 





TRUCK, hand platform, 4 wheel ---_.._. QMC Tent. 
JQD-2040. 


Capacity Size, ph od of 
inches é. 

69-T-935-500 30 x 60.... rubber... 

69-T-039 500 36x 72.... rubber... 























Deletions.—None. 
Changes.—None. 


Quartermaster supply catalog information letter, class 74, No. 71 
(2 November 1951) 


Additions.—Add the following items in proper stock number sequence: 





Stock No. Description i cc Spec. 





74-B-50 BAG, barrack, blue 

















Deletions.—None. 
Changes.—None. 


Quartermaster Supply Catalog Information Letter, Class 88, No. 41 (Nov. 2, 1951) 


Additions.—Add the following item in proper stock number sequence: 





| | 
Stock No. | Description | Unit | EC | Exp | Spec. 








83-B-83724..__| BUFFER ASSEMBLY, side, aerial 1| NX} 
| unloading kit, P/N 48C7307. | 
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Deletions.—None. 
Changes.— 
83-H-2754 Change “Description” to read “HARNESS, personnel parachute, 
back, type B-8, P/N 438G15001” 
83-H-3775 Change “Description” to read “HARNESS, personnel parachute, 
troop, type T-5, P/N 4233710” 
83-P-1128 Change “Description” to read “PACK ASSEMBLY, personnel para- 
chute, back, P/N 45K9103-1” 
83-P-7010 Change “Description” to read “PARACHUTE ASSEMBLY, cargo, 
converted T-5 or T-7, 28 ft., 300 lbs. cap.” 
83-P-7015 Change “Description” to read “PARACHUTE ASSEMBLY, cargo, 
converted T-5 or T-7 reserve, 24 ft., 200 lbs. cap.” 


GIESSEN, GERMANY—EXHIBIT 2 


HEADQUARTERS, EUROPEAN COMMAND 
Circular APO 403 
No. 98 23 July 1951 


(Applicable Only to U. S. Army Elements) 
Effective until 23 July 1952, unless sooner rescinded or superseded 
SUPPLY POLICIES AND PROCEDURES 
[Extract] 


* a * * * s e 


3. Stock Control Levels (see TM 38-400, as changed) .—The stock control level 
represents the requisitioning objective and is equal to the maximum quantities 
of matériel to be maintained “on hand” and “on order” to sustain current opera- 
tions. It consists of the sum of stocks represented by the operating level, safety 
level, and the ordering and shipping time. Based upon the prescribed number of 
days of supply as authorized by Annex A, stock control levels will be established 
quantitatively as follows: 

& * * = 
By command of General Handy: 
Official : DANIEL NOcE, 
Major General, GS, 
Chief of Staff. 
/s/ LV Warner, 
/t/ L. V. WARNER, 
Colonel, AGC, 
Adjustant General. 
Distribtion: A. 


HEADQUARTERS, EUROPEAN COMMAND 
Changes No. 1 APO 403 
Circular 7 September 1951 
No. 98 
(Army) 
23 July 1951 
(Applicable only to U. S. Army Elements) 


Effective until 23 July 1952, unless sooner rescinded or superseded 


SUPPLY POLICIES AND PROCEDURES 


EUCOM Circular 98 (Army), 1951, is changed as follows: 
Annex A is rescinded and the following substituted : 
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ANNEX A.—Prescribed days of supply (requisitioning objective) 





| Military EUCOM| 


Class of supplies Depots ! posts ? COMZ?| Units 





See | #180 | 


| 
| 
Class IT 120 
Class IIT_--.. | 180 | 
Class IV (except repairs and utili- 180 | 

} 

| 





60 | 5 | Seven days of supply type type “A” ration ¢ 
plus prescribed lo: 
.4 Prescribed load.§ 
| } Do. 
| | Dos 
ties). | | 
Class IV (repairs and utilities) _. 180 Do. 
Class V | 
1 


j 
(®) | (*) Basic load. 





1 Where technical services have more than one depot stocking the same item of supply, the stock levels 
prescribed above for each depot will not exceed the over-all command stock contro] level established quan- 
titatively by chiefs of technical services for such items of supply. 

3 Maximum authorized operating level is 30 days. Order and shipping time normally is 30 days. 

8 Includes operational rations. 

4 Stock levels will be determined by ration cycle and will in no case exceed 7 days of supply on hand at unit. 

+ Prescribed and basic loads are covered in appropriate EUCOM publications and technical directives. 

* Class V supplies will be in rounds for each weapon or for each man, for each day, as prescribed by Ord- 
nance and Chemical EUCOM technical directives. 

7 Maximum authorized operating level is 30 days; maximum safety level is 15 days. Order and shipping 
time normally is 30 days. 

§ Prescribed days of supply authorized Berlin military post are covered in a separate directive and are not 
changed by the provisions of basic circular. 


By command of General Handy: 
Official : DANIEL NOCE, 
Major General, GS, Chief of Staff. 
/s/ L. V. Warner, 
/t/ L. V. WARNER, 
Colonel, AGC, 
Adjutant General. 


HEADQUABTERS 
MUNICH QUARTERMASTER Depor 


APO 407 
MQS-SC 400.211 10 September 1951 
DEPOT STOCK CONTROL TEAM 


Mission.—To assure that the technical interest and responsibilities of OCQM 
EUCOM with respect to QM Class II and IV Supply at posts are fully recognized 
and effectively carried out. 

Functions.—To accomplish this mission the depot stock control teams will 
perform the following broad functions: 

(1) Review and approve post control levels with the object of providing ade- 
quate and timely supply of all authorized QM Class II and IV supplies and 
equipment required by posts and to prevent accumulation of excess stocks at 
Stations, 

(2) Interpret and assist in the practical and intended application of Depart- 
ment of the Army, EUCOM, and Quartermaster Depot directives and instruc- 
tions which pertain to QM Class II and IV supply policy and procedures. 

(3) Furnish technical assistance to installations where changes in the installa- 
tion mission, fluctuations in troop strengths, or any other condition give rise to 
supply deficiencies or difficulties. 

(4) Perform any other specific supply functions which may be assigned as 
requested by the post. 

Duties.— 

(1) Review and approval of post control levels. 

(2) Determine excess on stock record cards which should be declared and 
returned to supply channels. 

(3) Review units and subposts supply procedure and make comparison of 
equipment and supplies on hand against authorized allowances. 
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(4) Review of Stock Record Account: 
Review requisitions received 
Proper Editing Procedure 
Stock Records (Pertinent data) 
Memorandum Receipts 
Unserviceable Property account 
Warehouse Section 

(5) Check last report of audit to determine if report reflects major deficiencies 
or irregularities for which corrective action should be taken and assist in, 
clearing any deficiencies noted by auditors. 

(6) Quartermaster Clothing Sales 

Check for requisitioning procedure 

Establish control levels 

Report exeesses 

Check that all items authorized for stockage are either on hand or on 
requisition. 

(7) Review and examine the possible existence of any unprocessed excess 
stocks in warehouses, Classification and reclamation operations, salvage opera- 
tions or any other activity where stocks may be physically located. 

(8) Report evidence of unsatisfactory depot supply to the depot for corrective 
action. 

1. Corrections and Instruction During and After the Review of Quartermaster 
Operations.—Minor deficiencies in supply practice and misinterpretation of 
supply policies will be corrected on the spot and post personnel instructed in 
proper methods. Outstanding discrepancies will be brought to the attention of 
responsible operating officials to effect corrective action. 

2. Conclusion of Visit.—Observations and recommendations will be discussed 
in detail with the Post S—4, Quartermaster and his accountable property officer 
after all activities have been reviewed. Shortcomings or deficiencies will be 
clearly presented together with recommendations for corrective action. These 
same findings will be included in a formal report prepared and submitted in 
conclusion of visit. It will also be discussed with the post commander if he 
elects to discuss it with the team. 
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FRIDAY, NOVEMBER 23, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON I NTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS, 
Heidelberg, Germany. 


The subcommittee met Friday, November 23, 1951, at the European 
Command Headquarters, Heidelberg, Germany, Hon. Herbert C. 
Bonner, chairman of the subcommittee, presiding. 

Members of the Congress present: Herbert C. Bonner, chairman, 
Harold D. Donohue, W. J. Bryan Dorn, Bill Lantaff, Sidney Fine, 
Cecil M. Harden, Charles B. Brownson, and Thomas B. Curtis. 

Staff members present: Christine Ray Davis, chief clerk; Thomas 
A. Kennedy, general counsel; Herbert Roback, staff member; Anna- 
bell Zue, minority clerk; Ray Ward, Bureau of the Budget; Robert 
L. Cartwright and Lee Seymour, from the General Accounting Office ; 
Nathan Brodsky, consultant, Munitions Board; John Elliott, State 
Department escort officer; and Brig. Gen. Clarence C. Fenn, Depart- 
ment of the Army escort. 

European Command representatives present: Gen. Thomas T. 
Handy, commander in chief, European Command; Maj. Gen. Daniel 
Noce, chief of staff, EUCOM; Maj. J. D. Kidder, Operations, Plans, 
Organization and Training Division, EUCOM; Col. Martin J. Morin, 
Intelligence Division, EUCOM; Col. T. G. Bilbo, Jr., Chief of the 
Management Branch, Office of the Comptroller; Brig. Gen. John B. 
Murphy, Director of Personnel and Administration, EUCOM; Maj. 
Gen. Aaron Bradshaw, Director of Logistics, Headquarters, EUCOM ; 
Col. F. P. Campbell, Deputy Director for Plans, Logistics Division, 
Headquarters, EUCOM; Lt. Col. W. D. Duncan, planning officer, 
Logistics Division, EUCOM; Col. Lucien F. Wells, chief, Supply 
Branch, Logistics Division, EUCOM; Col. George Harvey, Chief of 
Procurement, Logistics Division, EUCOM; Lt. Col. Wilber H. Bur- 
gess, General Purchasing Branch, Logistics Division, KUCOM; Col. 
J. R. Dyer, USAFE Headquarters; Col. Charles Hutchison, Comp- 
troller’s Office, Headquarters, EUCOM; Lt. Col. Irene Galloway, 
WAC staff adviser; Maj. R. J. Karsen, Logistics Division; Brig. Gen. 
Ray M. Hare, Chief of Ordnance, EUCOM; Maj. Myril E. Naylor, 
Logistics Division; Lt. Cel. Arnold A. Berglund, Logistics Division, 
EUCOM;; Col. Elmer J. Jantz, Ordnance Division ; Albert L. Triplett, 


Nore.—Asterisks denote classified material deleted for security reasons. 
e 1209 
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Ordnance Automotive Center; Brig. Gen. Frank A. Henning, Deputy 
Director of Logistics, EUCOM; and Col. Oliver van den Berg, Corps 
of Engineers, EUCOM. 

Mr. Bonner. The subcommittee will come to order. First we will 
hear from General Handy. 


STATEMENT OF GEN. THOMAS T. HANDY, COMMANDER IN CHIEF, 
EUROPEAN COMMAND 


General Hanpy. In the first place, I would like to welcome you 
gentlemen to the European command. We are very glad to have you 
here, and as I have already said to the chairman, I am here for any- 
thing you want. We have, of course, been informed as to the matters 
in which you are particularly interested. This morning the briefing 
will consist of more or Jess general matters, in which General Noce will 
lead it off, covering the question of the mission of the command and its 
organization. There will be some remarks on organization and 
training, on intelligence matters, and I think the general picture 
of the budgetary and financial question and also personnel will be 
covered this morning. This afternoon after lunch we have arranged 
a briefing which covers, I think, the subjects in which you gentlemen 
are more particularly interested, or have indicated an interest—logis- 
tic situation, the line of communication, interservice coordination, 
supply management, and also something, I believe, on our procure- 
ment activities. The chairman has requested that this afternoon the 
room be rearranged so that the committee will be on the other side 
of the table and the group who will answer the questions and make 
the presentation will be on this side of the table. In other words, he 
would like te face the people who will answer the questions, and make 
the statements. I want to repeat that we are very glad to have you 
here, Mr. Chairman, and all the members of your subcommittee. If 
it’s all right with you, we will go right ahead with this thing. 


STATEMENT OF MAJ. GEN. DANIEL NOCE, CHIEF OF STAFF, 
EUROPEAN COMMAND 


Major General Nocr. Tam Maj. Gen. Daniel Noce, Chief of Staff of 
the European Command. This morning, as General Handy said, we 
will have a general briefing which will give more or less the operational 
set-up in the command, and personnel set-up—it will be very broad 
coverage. Before the members of the staff present their subject here I 
would like to give a few general remarks in regard to the theater and 
in regard particularly to the Commanding General’s responsibilities 
here. 

GENERAL HANDY’S DUTIES IN EUROPE 


In general, you may say General Handy’s duties are divided 
into three parts. First, those having to do with troops—command 
of troops in an occupied area; second, those having to do with North 
Atlantic Treaty Organization; and third, those having to do with 
the Mutual Security Program. The first duties of the Commanding 
General in the field, commanding troops in occupied areas, he sup- 
ports United States policy in Europe and occupied this zone with 
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the troops placed at his disposal. This is a unified command—Army, 
Navy, and Air Force in the armed US Zone of Germany are under 
his command. Provides logistical support to the High Commissioner 
and to members of the other departments of Government who are 
stationed here, like ECA, and so forth. Upon the request of the 
High Commissioner he will take such action as is necessary to main- 
tain law and order. That has to do with domestic law and order. 
In an emergency when the safety of our troops is threatened, he will 
take such steps as are essential to safeguard their safety. He plans for 
a general emergency and keeps those plans up to date. He is also 
the adviser to the High Commissioner on matters that have a military 
connection. 


CHANGES IN EUROPEAN MILITARY SCENE 


We are in a period of change now, changes because of many reasons, 
which I will outline very broadly. First, SHAPE has come into the 
picture. General Eisenhower commands. The President assigned 
operational control of all American forces in Europe to General 
Eisenhower’s command. General Eisenhower, in turn, has passed the 
operational command of these troops to the Allied Air Force Com- 
mander, the Allied Ground Commander, and the Allied Naval Com- 
mander. Therefore, the ground looks to General Juin, Commander 
of the Central Land Forces, the Air looks to General Norstad, the 
Navy looks to Admiral Jaujard, all three of those men being the 
Allied Commanders. That system of command is not complete yet; 
it is still being worked out. General Eisenhower has started to plan 
for the operations here. He has gotten quite a ways into that. Prior 
to his be ase we formed the plans here and we coordinated them 
with the French and British occupation forces. And, of course, we 
operated under the JCS completely on it. The matter of troop 
strength. We are in a period of expanding our troop strength. As 
you know after the great debate in Congress, the size of the forces here 
was to be augmented by four additional divisions. The fourth divi- 
sion has now started to arrive. * * * We have also been involved 
in the redisposition of troops. That has been given on, starting over 
three years ago. Initially the people placed here in Germany after 
the war were to serve occupational purposes. Then when the airlift 
started we began to form them for purposes of defending themselves 
and shifting them so we could better defend this zone. With the in- 
crease in troops, further shifts have taken place, so that we could be in 
better position to meet attack. 


NEED FOR NEW REAR LINE OF COMMUNICATIONS 


If you look at the map you will see a red border. That’s the iron 
curtain. You see at the top of it Bremerhaven. BPE means Bremer- 
haven Port of Embarkation. The American zone is shown almost due 
south of Bremerhaven. Our line of communications ran initially 
from Bremerhaven into our zone. We closed all installations we had 
in France out as fast as we could after the end of the war. With the 
change of the situation in Europe, it became essential that we have a 
line of communication that would extend towards the rear, rather 
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than parallel to the front. You can see the line from Bremerhaven 
down to our zone runs parallel tothe red border. * * * That will 
be explained to you fully this afternoon, but that has been another 
very important matter that we have had to undertake. In doing all 
these things, in carrying out our training and conducting our maneu- 
vers and everything we do here, ought to be done with one very 
important thing in mind. An attack may start from the red border 
any time. We know that we are not going to attack but we don’t 
know that someone else isn’t going to attack us. It’s 80 miles from 
the bulge in that border down to the Rhine River, between 80 and 90 
miles. The two large Russian trainjng areas are right next to the 
border, at that shortest distance. That is why it is necessary that we 
have in mind at any time the enemy may decide to launch an offensive. 
Now, the present strength is one thing; the future strength may be 
another thing. At present, compared with the Russian size, we are 
small. As NATO increases in strength there may be a different out- 
look of our capabilities and what we can do, where we can stand, where 
we can hold, whether we can take the offensive or not. There is a 
—_ of change in that. I do invite your attention to the Rhine 

iver, which is the blue line runing from the Netherlands right down 
to Switzerland. That’s an important barrier and has been an import- 
ant barrier from Caesar’s time and before, up to date. It is a very 
important line to us today. * * * With that general outline of 
our duties here, I would like to turn the rostrum over to the next 
speaker who will give you a talk on operations and plans. Major 
Kidder. At any time you are free to ask questions, of course, and we 
will do our best to answer them. 

General Hanpy. One thing, Mr. Chairman, I want to add, I don’t 
believe General Noce covered it, with reference to changes. We are 
of course in the process of a major change in our relations, as far as 
the German Federal Republic is concerned. In other words, the 
negotiations, as you gentlemen all know, are underway which are 
intended to result in the establishment of so-called contractual 
arrangements, as contrasted to the occupational status which we have 
at present. 


STATEMENT OF MAJ. JAMES D. KIDDER, OPERATIONS, PLANS, 
ORGANIZATION, AND TRAINING DIVISION, EUROPEAN COM- 
MAND 


Major Kipper. I am Maj. James D. Kidder, from the Operations, 
Plans, Organization and Training Division, European Command. I 
will cover the organization and training activities of the European 
Command. The European Command is a joint command. * * * 
Also directly subordinate to the European Command are the military 
posts. On this chart is shown the United States zone of responsibility 
in Germany, divided into the several military posts. The Wiesbaden 
Post is operated by the Air Force. These posts are charged with the 
responsibility for administrative and logistical support of the tactical 
units located within their geographical boundaries. In this way we 
have divorced the housekeeping role from the combat units, enabling 


them to devote their major attention to training and operations. 
a * * 
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EUCOM TRAINING FUNCTIONS 


This command has the function of training in order to insure its 
readiness for combat. The general nature of these training pro- 
grams is progressive, culminating in the joint and combined maneu- 
vers in the fall. For example, this year in September European 
Command units participated in the British maneuvers and in the 
French maneuvers. In turn, in October British and French units 
participated in the European Command “Exercise Combine.” Sub- 
sequent to these annual maneuvers, individual and unit training, in- 
cluding field exercises, night problems, and command-post exercises are 
repeated in all units in order to insure a high state of training and 
combat readiness. Our former deficiency in training areas has been 
greatly alleviated by continuing land acquisition and construction 
programs. This program provides more training areas and extensive 
range facilities at or near the unit home station. Recently acquired 
was a new division-size training area located at Hohenfels. This 
Hohenfels area, plus the Grafenwohr area, which we have had for 
some time, now gives us two division-size training areas. Other 
major training areas of smaller capacity include the Wildfiecken area 
and the Baumholder area, located in the Rhine Post. This area we 
share jointly with the French. We have had a requirement for train- 
ing specialists of technical and administrative services. For this 
purpose over here and in order to keep abreast of this requirement, 
we have established several schools, * * * 

Now, to go on with a few special training activities which we have, all 
units primarily engaged in occupational duties are required to conduct 
training aimed at preparing them for carrying out an emergency com- 
bat mission. For instance, our military-post personnel are all trained 
to carry out additional duties in the event of hostilities. This training 
is referred to as secondary-mission training. An educational training 
program is conducted both during duty hours and off-duty hours and 
is designed to raise the educational level of all Negro soldiers to a 
minimum of 8 years’ schooling. We carry on an active part in the 
military-aid program to NATO countries. The primary objective of 
this program in EUCOM is to train a nucleus of foreign instructor- 
type military personnel, both officer and enlisted, in the operation, the 
care, the maintenance of supplies of mere, equipment furnished 
these respective NATO countries under MDAP. This training is co- 
ordinated with the SHAPE headquarters. General Eisenhower’s 
headquarters. * * * The Armed Forces assistance program and 
German youth activities is an element of occupation-type activity 
which EUCOM operates. The principal business of the German 
Youth Activities is the operation of 107 youth centers and 20 summer 
‘ramps for German youth. The objective of the program is keeping 
the German youth interested and occupied in healthful and education- 
al projects and to reorient them along democratic lines. Approxi- 
mately one-half million German youths have been assisted monthly by 
this program over the past 5 years. The High Commissioner’s budget 
furnishes the major part of this program. However, a number of 
influential organizations and individuals in the United States have 
contributed liberally to the support of this program. That, sir, con- 
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cludes my remarks on organization and training. Are there any 
questions? 

Mr. Bonner. We will have the questions later, after the statements. 
For the benefit of General Handy and those attending, there has ar- 
rived, since my former statement, Mr. Meader, Mrs. Harden, Mr. 
Donohue, and Mr. Brownson, members of our subcommittee. As |] 
stated before, these members of the subcommittee were out on other 
missions, the reason they were not present when you began the 
briefing. 


STATEMENT OF COL. MARTIN J. MORIN, INTELLIGENCE DIVISION, 
EUROPEAN COMMAND 


Colonel Morr. I am Col. Martin J. Morin, with the Intelligence 
Division, European Command. I will discuss the enemy military 
situation. * * * For all intents and purposes everything that I 
say will be classified as secret, and it is respectfully 1 equested that it 
be treated accordingly. * * * That concludes my remarks, gentle- 
men. Are there any questions? I will be followed by Colonel “Bilbo, 
of the Office of the Comptroller, who will discuss management 
problems. 

Mr. Bonner. Questions by agreement will follow the staff briefings. 


STATEMENT OF COL. THEODORE G. BILBO, JR., CHIEF OF THE 
MANAGEMENT BRANCH, OFFICE OF THE COMPTROLLER 


Colonel Brizo. T am Colonel Bilbo, Chief of the Management 
Branch, Office of the ¢ ‘omptroller. General Handy, Mr. Bonner, gen- 
tlemen, the mission of the Comptroller is to coordinate and supervise 
the budget, fiscal, the audit, the program review and analysis, and the 
management-engineering activities in this command. In addition to 
the Office of the ( ‘omptroller at this headquarters, we have established 
comptroller organizations in each of the technical-service staff divi- 
sions, the milit: ary post, and in the major technical-service installa- 
tions. Our funding responsibilities are twofold. We have the dollar 
appropriation and we have the Deutse hemarks allocated by the High 
Commissioner. The fiscal years extend from July to June 30 for the 
dollars; for the Deutschemarks, extend from April 1 to Mareh 31. In 
the short time available I would like to discuss briefly one segment 
of the integrated command-wide comptroller program; that 1s, the 
business management for the technical-service installations. 


MANAGEMENT TECHNIQUES IN EUCOM 


I should like to explain at the offset that the Comptroller is inter- 
ested in the management programs and the utilization of personnel 
over-all; P. & A. is interested in the placing of round pegs in round 
holes. The management techniques that we utilize are many. The 
first of these is organization. About a year and a half ago Comp- 
troller Management Branch was endeavoring to establish standard 
organizations in depots. The Department of the Army came along 
with special regulation 780-5-1, which was of considerable assist- 
ance. That established the principles of organization for these de- 








FEDERAL SUPPLY MANAGEMENT 1215 


ots. Immediately upon receipt of that, we issued instructions to the 
field that all depots would reorganize, would submit their organiza- 
tions through Logistics Division to the Comptroller for approval and 
to see that they conformed to this special regulation. This was 
done, and I believe that I can safely say that all depots are now or- 
ganized ina similar manner. Before we can compare depots we must 
have them in a standard organization. In industry, the profits are 
a measure of the efficiency. We have no such standard in the Army 
or in our depots. 

Our next technique is depot surveys. This past summer it was 
directed that all technical services would survey their own depots; 
a schedule was set up and that schedule will be accomplished, or 
finished, in January—this coming January. It has already resulted 
in substantial reductions in personnel. Those surveys are submitted 
to the Chief of Staff through Logistics Division and through my 
office, where we examine them to see that the depot organizations 
comply to Special Regulation 780-5 and that no element has been 
overlooked in the examination of that depot. 


WORK MEASUREMENT 


Our next technique is work measurement and I have placed upon 
your desk in front of you a folder, which if you will examine :« 
moment because I will have to take them back. These are actual re- 
ports. By the utilization of this technique, and these are from the 
various depots, and if you read the top line you will see the per- 
sonnel that are engaged in those depot operations now and also 
down the left side you will see the various functions. We are able 
to keep a very close check upon the personnel of the depot. We have 
a column there—column 10—which denotes efficiency. Where a func- 
tion shows an inefficient rating, we have a spot that must be examined. 
These work measurement reports are in the hands of the technical 
services—the inefficient parts—and people go in to determine why 
that inefficiency exists. There are many explanations why a func- 
tion might become inefficient. One, it may be just plain overstrength. 
A reduction of personnel is indicated. The physical set up of the 
depot may require more people to accomplish that. function or we 
find that sometimes they report incorrectly. By the utilization of 
these work measurement reports we have just accomplished a re- 
duction in post personnel in their budget estimate for the next fiscal 
year, out of 11 posts, that reduction amounted to approxi- 
mately * * * people. This morning we were listening to the 
Quartermaster budget estimate for 53 and there will be substantial 
reductions in that. 

Our next technique is establishing standards. We develop stand- 
ards for these various functions that are shown on the work measure- 
ment report, for a given workload that will require so many people. 
I mentioned that we had to establish a standard organization. When 
we have established that standard organization, then we can compare 
the various depots in similar functions, such as administration, or 
safety functions or utility functions. Those are guides. I wish to 
emphasize that. 
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ECONOMY PROGRAM 


Another technique we use is a potential area of economy report. 
The Department of the Army had an economy program that they dis- 
continued in July this past year and established a new type. We con- 
tinued this potential area economy report. It is a quarterly report 
that requires these various installations to submit to us their manage- 
ment improvements with a target date for the accomplishment of 
those improvements. That makes the various installations plan ahead. 
It also makes them report to us what they did. When they report 
that quarterly report to us they report on the past quarters those 
potential areas that they met and we follow those very closely and 
you will find in the hand-out envelope in front of you a management 
bulletin which summarizes the last potential area of potential econ- 
omy report. 

Another technique is work simplification. This theater is far ahead 
from reports of the Department of the Army in work-simplification 
program. We have saved thousands of dollars and literally millions 
of Deutschemarks. You will find also a summary in the management 
bulletin of (changed record). 

Finally, the manpower-control techniques. We have two. The 
Department of the Army places upon us a ceiling on graded and un. 
graded dollar employees. We must maintain a very close check upon 
that and we require a justification for each body that is employed. 
We currently have about * * * in EUCOM and each one of 
those people has to be justified. On the German personnel we maintain 
a fund ceiling. That gives the installation commander a flexibility. 
He has so much money, which is so many man-years. He can hire as 
many people as is required to meet. a fluctuating load. Are there any 
questions, sir? 


STATEMENT OF BRIG. GEN. JOHN B. MURPHY, DIRECTOR OF PER- 
SONNEL AND ADMINISTRATION, EUROPEAN COMMAND 


Brigadier General Mureny. I am Brig. Gen. John B. Murphy, 
Director of Personnel and Administration in the European Command. 
Mr. Chairman, committee members, and General Handy, time will 
permit only a brief discussion of personnel activities in the command 
and I will move rapidly but if you have any other interests, stop me 
and ask the questions. The first chart indicates our military strength 
for the entire command as of the 9th of November. The little tri- 
angles here are the strength that we started with approximately a year 
epee Fark we 

TROOP MORALE SITUATION 


Our principal problem here is one of morale and the maintenance 
of morale. Combat readiness and morale are so closely tied together 
that it is hardly possible to mention one without the other but I do 
want to discuss morale slightly. And first of all I would like to have 
you look at the record. I have four charts here that are indicative 
of the health and discipline of the command as induced by the morale. 
This first chart is the military noneffective rate which has now 
dropped to a low of 15.6 man-days per thousand per month and the 
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newest figures on this dropped this down below 14. The next chart 
is our arrest of offenders for crimes against persons and property, 
which has dropped now to a low of 1.35 per thousand. This indicates 
the average rate of the entire Army overseas. The next chart is a 
daily average of man-days lost for a. w. 0.1. It is down to approxi- 
mately 1 per thousand and again the ZI rate, which we just received, 
is indicated here. That’s as far as we could get it. The next chart 
is our ever-present venereal-disease problem. . It shows where we have 
been able to control this thing. Here is the Army rate and in the ZI 
and here is our rate here. Here is the average Army rate for all the 
Army overseas. 


PROGRAMS AND FACILITIES FOR MAINTAINING MORALE 


I want to point out briefly now a few of the programs and facilities 
that have assisted us in maintaining morale. The first, of course, that 
I must mention is the progressive and interesting training program 
whose ultimate objective, of course, is combat readiness. The second 
is our program for the off-duty entertainment of all of our troops. 
The first and most important that we stress, of course, is athletics. 
We operate teams in all the major sports and the leagues include com- 
pany level teams. We have athletic clinics that we operate both in 
fall and spring in the recreation areas for all the coaches and officials. 
The big-league baseball players and football coaches very generously 
donate their time for these athletic clinics. 

The second and probably less important are the other facilities 
that exist—600 bowling alleys, swimming pools, tennis courts, and 
some golf courses. The Germans, you know, are not very much on 
the golf, and we have had to construct from our own time and labor. 
What few golf courses we have are now—it’s dangerous to get out 
there and play, because you are hit by a barrage of balls. They’re too 
popular. We have 97 service clubs and libraries. There are 150 paid 
admission theaters which also support free 16-mm. service to the 
troops in the field. Each organization, from company size up, has a 
day room and reading and writing room, and 1 suppose that you 
people probably get a good many letters written by your constituents 
in those day rooms. We have two recreational areas. They are 
Berchtesgaden and Garmisch, and this next chart indicates their 
popularity. * * * You can see that we are going to bump up against 
our top capacity here very shortly, and we will have to reduce the 
quotas because we haven’t sufficient funds to expand either of these 
areas. The solid lines here indicate the use of Garmisch. The red 
solid line is the week-end usage and the black one the average monthly 
usage. The two dotted lines are Berchtesgaden. Again the red dot- 
ted line the week-end usage and the black the monthly usage. The 
capacity, incidentally, of Garmisch about 1,000 beds and Berchtes- 
gaden, 600. Each of them have beautifully furnished hotels that are 
available to both officers and enlisted men and their families and 
civilian employees. They have all sport facilities that you can imag- 
ine, including those not peculiar to us—skiing, skating, and bobsled- 
ding. Their principal attractiveness there in the summers, of course, 
is fishing. There are some beautiful fishing streams there and of 
course their settings are beautiful, too, 
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There are several other factors that come into this thing. We have 
the addition of two new categories of personnel, namely, selective 
service and National Guard men. We have a shortage of family quar- 
ters, which will adversely affect the morale and all we can hope to 
do is to maintain approximately the record that we have in the past in 
the face of our expansion. 

This concludes this morning’s portion of the briefing and it is 
planned to resume the briefing ‘at 1330. 
Adjourned at 1210 hours. Afternoon Briefing—1330 hours. 


STATEMENT OF MAJ. GEN. AARON BRADSHAW, DIRECTOR OF 
LOGISTICS, HEADQUARTERS, EUROPEAN COMMAND 


Major General BrapsHaw. I am Maj. Gen. Aaron Bradshaw, Jr., 
director of logistics, headquarters, EUCOM. Mr. Chairman, gentle- 
men, my discussion will cover the EUCOM logistics mission, some of 
the time factors which influence the accomplishment of our mission, 
and some of our more interesting operations. 

The logistics mission in this theater covers the same fields—supply, 
evacuation, and hospitalization, transportation, services, housing con- 
struction and miscellaneous related matters such as planning, esti- 
mates, budgeting, and management—as are common to logistics op- 
erations elsewhere. 

On the chart before you our American zone in Germany is outlined 
inred. The subdivisions of our zone, called posts, are also outlined in 
red. The two French zones are shown in green. The Saar is in yel- 
low and Luxemburg in blue. The important cities are indicated by 
black circles and are such as Munich, Nurnberg, Heidelberg, Kaiser- 
slautern, * * * . Bremerhaven is off the map to the north and 
Berlin to the northeast. 

In Germany, General Handy is responsible for logistic sipport of 
the Army, Navy, and Air Force. He does not command N vavy or 
Air Force units or installations in France or in the remainder of 
Europe. The line of communication * * * is an Army command 
primarily for the support of EUCOM. * * * 

Within our posts we have the usual supply and service installations 
such as ration points, laundries, bakeries, dispensaries, station hospi- 
tals, motor repair shops, and clothing stores. In fact, our posts are 
smaller but very similar to Army areas in the United States. * * * 

In addition to these post installations for local support, we have a 
series of facilities in Germany—major depots, rebuild plants, and 
general hospitals—which operate under our chiefs of technical services 
just as Rock Island Arsenal in Illinois operates under the Chief of 
Ordnance in Washington. We operate ports. We supervise rail 
operations and operate bus transport. The Air Force provides air 
transport. We have an extensive telephone, teletype, and radio net. 



































LOGISTICS SUPPORT FACTORS 





IN EUCOM 






The principal differences which characterize our missions in this 
command are: 

First, we must support an occupation assignment, but be immedi- 
ately ready to shift to the support of a combat operation. You can 
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get a comparable picture of this task if you assume that General 
Motors; General Foods; du Pont; Sears, Roebuck; and Standard Oil 
running wholesale and retail establishments in Germany based on 
Bremerhaven, using German rails, signals, and labor, were required 
overnight to leave these establishments and start quickly operating a 
new set of installations. * * * We know that the ideal is to 
»recede combat troops with supply and service troops and to 
Hen units in place from rear to front capable of handling and identi- 
fying Epo providing essential services and communications, and 
accomplishing maintenance and construction. * * * 

Second, in both the occupational mission and the change over to the 
combat mission, we must provide not only for the soldier, the sailor, 
and the airman, but we must provide for the High Commissioner’s 
agencies, for other allied occupational agencies and for many agencies 
such as American Express Co. and Chase National Bank. We must 
provide for the personnel of these groups and their dependents. 

Third, we must furnish this support in Germany * * * using 
Deutschmarks, * * * and dollars, meshing with local mobiliza- 
tion of rearmament plans, adjusting United States procedures to dif- 
ferent European procedures and meeting different national political 
aims, policies and prides. * * * Dollars set up for the storage 
of Army artillery ammo * * * cannot be spent to haul or store 
Air Force bombs. 

The next chart shows “Logistical time factors.” The time factors 
in this command are very importan in our operations. We are over 
3,900 miles from New York; 300 miles from Bremerhaven. * * * 

It should be noted that we have not shown the Pentagon on this 
chart. When necessary, we do request assistance from the D/A in the 
solution of problems that arise at various points in the chain—bet ween 
— and depot; depot and factory; and inherently, to represent us 
vefore Congress. Naturally, expeditious action on their part is of 
material help in reducing delays that can and do occur between our 
sources of supply. 

If money for procurement has not been included in a budget, we 
must add another year or make other arrangements. * * 

Past operations: Disposition of United States supplies and equip- 
ment on hand July 1; 1945 to July 1, 1951 is shown on the chart before 
you. At the end of World War II there were about 11 million tons 
of supplies on hand. Of these supplies only a small tonnage of slow- 
moving items remain. We are now dependent on requisitioning from 
the United States and local procurement. If we develop strong local 
sources of supply in Germany for military-type supplies or spare 
parts, we run the risk of having to rely on withered, unused, and 
unfinanced United States sources in the event of an emergency. We 
are, therefore, for the combat-type supplies, going back to our United 
States sources. 

LOCAL PROCUREMENT BY EUCOM 


Dollar procurement: Dollar procurement activities by EUCOM in 
Europe, prior to Korea, were limited primarily to perishable subsis- 
tence, such as fresh fruits and dairy products. Due to the increase in 
the D/A “Off-shore procurement program”, dollar procurement by 
EUCOM has increased materially since June 1950. * * * 
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The chart before you shows the occupation cost paid by Germany, 
From the Deutschmark budget we procure supplies to the extent shown 
on the chart. The cost increases as our troop strength builds up. * * * 

The next. chart shows a “Summary of our reclamation and rebuild 
operations.” We carry on an extensive rebuild program. We have 

rebuilt 34 million items during the period April 1, 1947 to June 30, 
1951. These items had an original cost of $799 million. They have 
been rebuilt here for $44 million and DM 370 million. As you know, 
$1 is equivalent to DM 4.2. Large as this rebuild program may seem, 
it is still too small to meet our augmentation needs. * * 

Construction program: We have an enormous construction and re- 
habilitation program. We are retaining most of the dependent houses 
formerly requisitioned but we do not requisition new dependent hous- 
ing. We have funds to build housing in Germany to take care of all 
of our bachelors and about 50 perce ent of our families in apartments 
in those areas where housing is short. We are not building any sepa- 

rate houses, we build apartments. We must quarter all bachelor 
officers and civilians who are here on duty status. The families can- 
not all be accommodated and cannot therefore travel concurrently 
with their sponsors. * * 

Our troop-augmentation program in Germany requires us to take 
over many confiscated kasernes formerly used for housing displaced 
persons or Germans. It requires that we rebuild, remodel, and re- 
habilitate. Our criteria is severe. We are using basements and attics. 
In some cases we are building new cantonments. Along with this 
goes the expansion of hospitals, laundries, service clubs, movies, shops, 
depots, commissaries, training areas, and other facilities to support 
our troop strength. Our program in Germany ison schedule. * * * 

Our current German fiscal year 1951 construction budget is close 
to 1 billion Deutschmarks. 

In summary, the things I have emphasized are these : 

First, we must support an occupation mission but be ready to shift 
ina few hours to combat Support. 

Second, * * *. We are dependent on the United States, espe- 
cially for combat supplies. We can get some labor and services but 
few military supplies. 

Third, it takes a long time to build up supplies or change the loca 
tions of installations for a large force. 

Fourth, we are pushing as hard as possible toward our objective 
which is “to insure an orderly and positive transition from a peace 
or occupation disposition to one of full war capability” insofar as 
logistics support is concerned. 

T will be followed by Colonel Campbell, Chief of Planning Branch. 

Major General Nocr. Mr. Chairman, some of the items General 
Bradshaw gave are classified information. Strength for example, 
* * *, some of the others ,can you arrange to— 

Major General Brapsuaw. Sir, we will arrange to see that he gets 
a copy of the transcript. 

Mr. Bonner. Hereafter if you gentlemen have any classified in- 
formation will you please so indic: ate. Then when you have finished, 
we will record. 
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STATEMENT OF COL. FRED P. CAMPBELL, DEPUTY DIRECTOR FOR 
PLANS, LOGISTICS DIVISION, HEADQUARTERS, EUROPEAN 
COMMAND 


Colonel Campsetit. Mr. Chairman, Gentlemen, I am Col. F. P. 
Campbell, Deputy Director for Plans, Logistics Division, Headquar- 
ters, Enropean Command. The United States Army logistical sup- 
port plans have been geared to support active operations * * *. I 
should say before I go further that all of my presentation is classified, 
sir, and I would like to have it off the record. 

s . o 


. e * 6 
I will be followed by Colonel Duncan. 


STATEMENT OF LT. COL. W. D. DUNCAN, PLANNING OFFICER, 
LOGISTICS DIVISION, EUROPEAN COMMAND 


Lieutenant Colonel Duncan. I am Lt. Col. W. D. Duncan. IT am 
planning officer in Logistics Division. _My subject is interservice coor- 
dination on logistics matters. This subject is classified. 


* * * * * * * 


Mr. Bonner. Let me interrupt you just a minute. For the benefit 
of the subcommittee, when we return may we have a capy of this 
discussion. This is something that is very interesting to me. 

Lieutenant Colonel Duncan. * * *, 

Mr. Brownson. Colonel, is that chart classified ? 

Lieutenant Colonel Duncan. ‘Restricted. 

Mr. Bonner. Along that line, Mr. Brownson, we are going to want 
copies of all these charts. We will get a transcript of this. This 
is a matter we are vitally interested in. So you may proceed. 

Major General Brapsuaw. We will give you a transcript and for- 
ward you copies of all these charts. 

(Nore.—Complete presentation with charts forwarded through 
D/A Legislative Liaison Division, December 8, 1951.) 

Lieutenant Colonel Duncan. As you know, June 30, 1951, the Army, 
or EUCOM Army, is responsible for the support of the Army and 
the Air Force and we continue to be responsible until June 30, 1953. 


* * * * * * * 


Gentlemen, I have given you the background as to why it has been 
necessary to develop these agreements, and I have covered briefly the 
broad provisions of the agreements. Are there any questions? 

Mr. Bonner. We will have the questions later. Colonel, I want to 
compliment you on your presentation. We have been trying to get 
this information in Washington for a long time. If this subcom- 
mittee Ras accomplished one thing by coming to Europe, it is get- 
ting this information, which we have been unable to get from the 
Pentagon. 

Lieutenant Colonel Duncan. I would like to stress, sir, that this is 
information based upon our theater agreements here that we are 
working out at the present time. 
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Mr. Brownson. Colonel, in that connection, would you give us some 
identification for that Magruder cable, the file number or some other 
identification. 

Lieutenant Colonel DuNcan. DA cable. * * * I will be fol- 
lowed by Colonel Wells, who will discuss supply management. 


STATEMENT OF COL. LUCIEN F. WELLS, CHIEF, SUPPLY BRANCH, 
LOGISTICS DIVISION, EUROPEAN COMMAND 


Colonel Wexts. I am Col. Lucien F. Wells, Jr., Chief of the Supply 
Branch, Logistics Division. Mr.Chairman, members of the subcom-, 
mittee, those portions of my presentation which I consider of classified 
nature will be announced as | proceed with my talk. 

(Nore.—Complete presentation with charts forwarded through 
D/A Legislative Liaison Division, December 8, 1951.) 


* * » * * 


STATEMENT OF COL. GEORGE A. HARVEY, CHIEF OF PROCUREMENT, 
LOGISTICS DIVISION, EUROPEAN COMMAND 


Colonel Harvey. I am Col. George Harvey, Chief of Procurement, 
Logistics Division. I have a full transcript, Mr. Bonner, and I have 
been asked to brief it, if I may, in just a few minutes. Procurement 
activities in the European Command are very similar to those in the 
States. In other words, Logistics Division here compares to the Logis- 
tics Division in the Department of Army. ‘The relationship between 
the technical services and the Department of Army G—4 is the same 
within the zone of the interior as it is here. The relationship, as far as 
the Logistics Division is concerned, is that we are in Logistics Division 
a planning, a policy, and a procedures organization. The technical 
services have their procurement offices, not only in Heidelberg, but 
scattered throughout the European Command and actually effect the 
procurement of all items. We are a policy-making body, within Lo- 
gistics Division. I had planned on covering, which is in my script, 
the details of our Deutschemark procurement, our procurement in the 
communications zone, * * * and the dollar procurement, in 
cluding offshore procurement. A few remarks on that. I would 
also ask that another member of our Division give a brief talk on the 
reacquisition of STEG stocks. If I may conclude with those very 
brief remarks, and I will give you a copy of the record. 

(Nore.—Forwarded through D/A Legislative Liaison Division, 
December 8, 1951.) 


STATEMENT OF LT. COL. WILBUR H. BURGESS, GENERAL PUR- 
CHASING BRANCH, LOGISTICS DIVISION, EUROPEAN COMMAND 


Lieutenant Colonel Burcrss. During the summer of 1950 it be- 
came desirable to form our labor service units into companies. 
Previously the guards had been living in private billets near their 
work. To equip them and their barracks, a survey was made to 
determine whether or not usable STEG stocks could be recaptured. 
If usable stocks were available and could be recaptured, they would 
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be of material assistance in solving the problem of timely pro- 
vision of the supplies needed for these units and in filling other 
EUCOM requirements. After obtaining HICOG Department of 
the Army and State Department approval, former surplus stocks 
still in possession of STEG were frozen in the fall of 1950. These 
stocks were screened and KUCOM recaptured those items which 
it could use, based on its known requirements. Also frozen and re- 
ported to HICOG were those items which could be of aid or comfort to 
a potentialenemy. In the spring of 1951, the Department of the Army 
requested HICOG, through EUCOM, to again freeze the stocks in the 
STEG depots for screening by survey teams from Washington for 
items that could be used in meeting the Department of Army require- 
ments. Subsequently, the Department authorized the release of those 
items it did not desire and directed EUCOM to reacquire those that 
could be used. My first chart shows the tonnages by technical service 
which have been reacquired from STEG. The list price and the 21 
percent price based on the agreement. A copy of this chart is with my 
presentation. In the STEG depots was included property which has 
been sold by STEG to various buyers. These items were not distin- 
guishable to survey teams from STEG-owned property. In some in- 
stances, privately owned property was accordingly reacquired and as a 
result, several claims against the United States arose. The outstanding 
claims are for vehicles and spare parts which have been presented by 
both European and American claims. This chart shows you from each 
freeze the claims that have been presented. These are claims for alleg- 
edly privately owned property. There is the claimant, the general 
items for which he is claiming compensation and the amount that he 
isclaiming. ‘This is all I have to present on this subject. 
(Nore.—Formal notes forwarded through D/A Legislative Liaison 
Division, Dec. 8, 1951.) 
Major General Brapsuaw. Mr. Chairman, that concludes the pre- 
sentation. 
Mr. Bonner. Is Colonel Dyer here? 
Colonel Dyer (Air Force). Yes, sir, Iam here. 
Mr. Bonner. You have heard the remarks here. Do you care to 
make a short 5-minute statement. 

































FURTHER STATEMENT OF COL. J. R. DYER, UNITED STATES AIR 
FORCE EUROPEAN HEADQUARTERS 









Colonel! Dyrr. IT would like to, sir; Mr. Bonner, gentlemen, I had 
the opportunity of making a presentation to the subcommittee last 
Monday. 

Mr. Bonner. I would like for the record to show that that is the 
reason I am giving you this opportunity in conjunction with the others 
that have been presented here. 

Colonel Dyer. * * * As for the interservice support agree- 
ments on supply which Colonel Duncan referred to, those agreements 
cannot be signed by the Air Force until we get a clear decision on 
whether or not we are to assume the support inthe * * * area. 
We would like that decision several days back. Thank you, Mr. 
Konner. 

Mr. Bonner. General Handy, in the beginning I want you to know 
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that this subcommittee is not on this mission to do anything other 
than try to bring about better supply management and to carry out 
what we think is the intent with respect to certain legislation. We 
have visited bases in the States. We have been around the world 
now, and I think it is my duty to tell you that the people of America are 
getting restless with expenditures. The cost of defense is high. You 
are taxpayers, as we are. You realize it just as much as we do and the 
people we represent. This subcommittee doesn’t desire to adversely 
affect the efficiency or striking force of our national defense. It 
appears the Congress has gone as far as they can by way of taxes— 
revenue. The expression we have used is that we have “scraped the 
bottom of the barrel.” We have “sheared the sheep.” If we do nothing 
else on this trip but bring a message of the necessity of economy, then 
our trip has been well worth the cost and we have tried to leave that 
message. It not only applies to the Department of Defense, it applies 
to the other United States governmental activities as well. 

Mr. Donohue, have you a ‘question # 

Mr. Dononvur. No questions. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpen. Yes, Mr. Chairman: I should like to ask Major 
Kidder a question. I understand, Major, that part of the expense for 
the youth-training program is borne by EUCOM. Is that correct ? 

Major Kipper. By the High Commissioner's budget. 

Mrs. Harpen. How much of that is paid by them ¢ ? 

Major Kipper. The great bulk of it, I believe. 


STATEMENT OF COL. CHARLES HUTCHISON, COMPTROLLER’S 
OFFICE, HEADQUARTERS, EUROPEAN COMMAND 


Colonel Hurcuison. The present GYA program is being borne 
primarily by counterpart funds furnished by the Office of the High 
Commissioner. Something around DM4.500,000, or a little over $1 
million in counterpart funds. In addition to that, something like 
$225,000 are contributed by voluntary contributions, mostly from serv- 
ice people. 

Mrs. Harpen. Thank you. That answers the question. 

Major General Nocr. There are certain people in the United States 
contributing too. Mrs. Jouett Shouse heads up a certain agency 
under the Clay Fund and they send us certain funds and lots of stuff 
in kind. Clothing and things of that sort. 

Mrs. Harpen. Do any of the women’s organizations here contribute 
toward that? 

Major General Nocr. Yes; a great deal. They give their time and 
that is what we want from them mainly but they do go out on various 
events and collect money for the local GYA. 

General Hanpy. We have had considerable help from some local 
outfits, too. Running this big soap-box derby—a commercial concern 
bore most of the expense, including sending the winner to the United 
States. Unfortunately, he was eliminated in the first round. But— 
I believe I am correct—no appropriated dollars have gone into the 
GYA. 

Major General Nocr. We have been advised that those counterpart 
funds will end the end of this United States fiscal year. 
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Mrs. Harpen. I am considerably interested in the utilization of 
services and in the welfare of the women in the Army. At this time, 
Mr. Chairman, I would like Colonel Galloway to make a statement 
for the record regarding the activities of the WAC’s. 









STATEMENT OF LT. COL. IRENE GALLOWAY, WAC STAFF ADVISER 


Lieutenant Colonel GaLLtoway. Mr. Chairman, subcommittee mem- 
bers, General Handy, this week we reached the strength of * * * 
enlisted women within the theater and * * * officers. We had 
requested the Department of the Army to authorize a strength of 
* * * Our women are organized in 12 different detachments with- 
in the United States zone of Germany. ‘They are, I feel, very 
effectively utilized here and everyone from General Handy on down 
is interested in their morale. * * * Actually, we have had very 
few disciplinary problems here. The women are encouraged to 
further their training both off and on duty by classes, night classes, 
for example, the University of Maryland—we have quite an enroll- 
ment there. They also, too, I might add, are voluntary workers in 
the GYA program. As an example, a detachment of 100 women 
last Christmas, by various raffles and parties managed to contribute — , 
$800 to our local GYA fund. Approximately 5 percent of our enlisted 
women are under 20 years of age; 16 percent are over 40 years of age. 
We have 48 in group I, or having a general classification score of 110 
or above. Are there any other questions? 

Mrs. Harpen. Do you have a billeting problem here ? 

Lieutenant Colonel GaLtoway. No, we don’t. All our women are 
housed in kasernes with the headquarters groups. The regular Ger- 
man barrack types. However, we have rehabilitated them to a certain 
extent. Each billet has a day room, study room, reception rooms. I 
might mention one other fact that might be of particular interest to 
Congress in the passage of our bill; quite a few of our members were 
concerned by the marriage rate. We do have normal marriage attri- 
tion among the 18- and 25-year-olds. 

Mrs. Harpen. Thank you, Colonel Galloway. It has been a pleasure 
to observe the performance of the WAC’s in the European Command. 
You are to be commended for your presentation. That concludes my 
questions, Mr. Chairman. 

Mr. Bonner. Mr. Brownson? 

Mr. Brownson. I would like to have the general direct this question 
to whoever he would rather have answer it. I would like to ask, in 
connection with the salvage program, whether you have had any diffi- 
culty at all in working out your salvage program or the directives of 


HICOG., 


STATEMENT OF MAJ. ROSALYN J. KAISER, LOGISTICS DIVISION, 
EUROPEAN COMMAND 








































Major Kaiser. I should not say we have had any trouble there, we 
have to coordinate such things with HICOG and make recommenda- 
tions to them before we send them to the Department of the Army. I 
should not say we are having any trouble. We send them recom- 
mendations, sir, as are set forth in the special regulations governing 
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the disposal of property. I understand that they are based on Public 
Law 152. 

Mr. Brownson. You do make your recommendations to HICOG 
whenever a problem appears. 

Major Kaiser. Sir, HICOG makes recommendations to us and we 
in turn make them on to the Department of the Army, and that then, 
is coordinated with the Department of State. 

Mr. Brownson. | think it was Colonel Bilbo that was speaking of 
rehabilitation and rebuild program. Is that correct? The person who 
told the total number of vehicles rebuilt. I think you said in that 
statement that you had only begun to scratch the surface. And you 
desired that that program be increased greatly. 

Major General Brapsuaw. We are very proud of the accomplish- 
ment we have made and we feel that we have done a real Herculean 
task. There is a great need, because of the augmentation, for an 
increase in our activities. 

Mr. Brownson. What are the bottlenecks that are holding up that 
increase? We agree with you. I think you’ve-done a wonderful job. 
I think it has been very much in the interest of the taxpayers and it 
has spared a lot of strain on the American economy. What are the 
problems in expanding it ? 

Major General Brapsnaw. The major problems we have are acquir- 
ing additional facilities or getting going kasernes that could, by 
contract, aid us in the rebuild ] program. 


STATEMENT OF BRIG. GEN. RAY M. HARE, CHIEF OF ORDNANCE, 
EUROPEAN COMMAND 


Brigadier General Harr. * * * 

Mr. Brownson. We are very interested, as we said, for instance in 
Japan, where they are re bailar the equipment that has been rolled 
up off the island program. Some of that stuff is « ‘oming in in terrible 
shape. I certainly hope that problem will be able to be ‘solved because 
that seems to offer a great economy, as well as a relief on our natural 
resources. The steel people in America are getting rather desperate. 
One of them told me, “We have spread the Messabi Range all around 
the world and now we are going to have to begin re ‘lieving that strain 
on our domestic steel and scrap industry.” So this rebuild program, 
using parts of the German economy offers a perfect. solution to that. 

(Major General Noce made a statement off the record, at his request. ) 

Mr. Brownson. * * * 

Major General Nocr. * * * We are all vitally interested in it. 
Each one of us has gotten into it. We have gotten into it because it is 
a problem we have to solve. 

Mr. Brownson. In listening to Colonel Wells when he made his 
statement there was one figure that I questioned whether I heard it 
right. He stated that the bulk sales agreement with Germany covered 
only 400,000 tons of property turned over toSTEG. Was that 400,000 
or 4,000,000 ? 


400,000 TONS OF SURPLUS RECEIVED BY STEG 


Colonel Weits. Germany turned over to STEG 400,000 long tons. 
Mr. Brownson. Thank you very much. I believe that’s all I have, 
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Mr. Chairman. I would like to compliment General Handy and his 
staff on this presentation. I think we have found out more concrete 
information than we have been able to in as many times this much 
effort in Washington. I think your staff has done an outstanding 
piece of staff work. 

Mr. Bonner. I would like to commend you, General Handy and 
your staff, for this very fine presentation. 

Mr. Lantarr. During the briefing it was brought out that there was 
considerable advantage to building warehousing ‘and depot facilities in 
Germany because of the utilization of deutschemarks. Are we not 
using counterpart funds to balance the German budget / 

Colonel Hurcnison. The military does not get any direct use of 
counterpart funds. Actually, the German economy is being boosted 
by the import of goods and materials under the ECA program. * * * 

Mr. Lanrarr. One of the advantages talked about with reference to 
utilization of DM’s exists in theory only. Any deficits in the German 
budget will be made up by the American taxpayers. 

Colonel Hurcuison. Actually, we do get a contribution from the 
Germans. For fiscal year 1952 our allocation is DM 3 billion, about 
$750,000,000. 

Mr. Lantarr. Since we are theoretically in a mutual effort, with all 
parties theoretically trying to provide mutual support, why can’t 
counterpart funds be used to support our military operations * * *¢ 

Colonel Hurcuison. We have taken up the matter of the use of 
counterpart funds with the State Department and with ECA and we 
are not as of this date permitted to use counterpart funds * * *. 

Mr. Lanrarr. Have they given you any reason why / 

Colonel Hurcuison. They are earmarked for other purposes. 

Mr. Lantarr. For your information, these funds are used to build 
all types of buildings around the world for varied activities. Those 
funds could be better utilized in a program of this type and I commend 
you for your effort to use them. I can assure you that I for one will 
certainly try to see that you are able to use those funds. * * * did 
your appropriations for fiscal year 1953 include warehousing space 
for ordnance, chemical, and signal items for the Air Force, which by 
that time will have been separated ¢ 

Colonel CamppeLy. It does not. * * * we deleted all funds 
which normally would have been there had they been supplied by the 
United States Army. 

Mr. Lanrarr. Army appropriations now requested do not include 
anything for Air Force warehousing ¢ 

Colonel CamrsetnL. Except for those common items of gasoline, and 
so forth. 

Mr. Lantarr. Colonel Duncan, if cross-servicing or integrating 
will work in connection with food and POL, which to me are very im- 
portant, why is it that an integrated supply system will not work for 
chemical items, Ordnance equipment and the other fields of supply ac- 
tivity which the Air Force is going to take over? 

Lieutenant Colonel Duncan. We did not indicate, and I don’t be- 
lieve anyone will, that we could not have an inteerated system for 
chemical supplies, ordnance supplies and others. We have presented 
our ideas to the DA in our * * * cable. They had conferences. 

94756—52——79 
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the Department of the Army and Department of the Air Force, they 
have weighed our comments and have given us the directive. 

General Hanpy. May I ask that Colonel Dyer have a chance to 
comment on that ¢ 

Colonel Dyrr. It worked in World War II. 

Mr. Lanrarr. One other point which you mentioned that I didn’t 
fully understand was that one of the reasons for separation of the two 
supply systems was that you would have two installations which woul 
offer better dispersal. Would it not be possible to build those same 
two warehouses and provide the same dispersal and yet have one sup- 
ply service? 

Colonel Duncan. My point that by having two warehouses, one 
operated by the Army and the other by the Air Force, it would not 
indicate complete duplication because if the Air Forces operated one 
warehouse we might have to operate it for them. There might be 
some duplication of overhead if the Air Force operated one and wi 
operated the other. 

Mr. Lanrarr. There was a chart presented to us by Colonel Wells i: 
which he showed the supply distribution system for EUCOM. I 
would appreciate the subcommittee being supplied with these figures. 
I would like to know just how many people are involved in the admin. 
istration of that supply system. 

(Nore.—Forwarded through D/A Logistics Liaison Division, De 
cember 8, 1951.) 

Colonel Writs. We do not have that information readily available. 

Mr. Lanrarr. I have this in mind. That is, the administrativ: 
overhead needed for one supply pipeline. Now, if you set up another 


pipeline you need to duplicate that administrative overhead. I want 
to know the exact number of people in running your supply sys- 


tome: 73.4% 


General Hanpy. At the time we did that, we did not know how big 
the Air Force augmentation was going to be. I think in general the 
answer to your question would be yes. I think we could do it. How- 
ever, it would be a big order and J still think it could be done, whether 
that would be with everything considered, whether it would be the besi 
arrangement, from a local viewpoint I don’t know. One fact, I think, 
is this, as far as we are concerned over here we have to remember that 
administratively the Air Force, the Army and Navy do goto a separate 
place back in Washington. If we have to go to chess separate places 
back there it certainly would complicate the problem. The problem 
is not all by any means on this side of the water. 

Mr. Lanrarr. There is no question about that. I respect both of 
your views but since you have had such valuable experience, as Mem 
bers of Congress we need your experience and your comments in 
order to achieve maximum economy and efficiency without impairing 
your efforts. 

General Hanpy. That's allright. It isn’t an Air Force-Army ques- 
tion. What we were primarily after was to get a directive as to what 
we were supposed to do. We didn’t want to build facilities if the Air 
Force was going to build them a little bit later. I said, “Tell me 
what I’m supposed to do.” I wasn’t going in to necessarily tell them 
how it ought to be solved. We were trying to get an effective way to 
do the job we have had. 








FEDERAL SUPPLY MANAGEMENT 1229 









Mr. Lantarr. * * *. 
(General Handy’s reply off the record, as requested by General 


Handy.) 
Mr. Lantarr. * * 


STATEMENT OF MAJ. MYREL E. NAYLOR, LOGISTICS DIVISION, 
HEADQUARTERS, EUROPEAN COMMAND 






* 





Major Naytor. * * * This, of course, is off the record. 






* * %* a * * * 









Me. Lawrarr.'* * *. 

Major Naytor. It was all located in Germany in the occupied zone, 
* * *. Tt does not belong to us. It was paid for by MDAP funds 
prior to June 30,1950. We lost complete control of it. 

Mr. LantaFr. * * *, 









STATEMENT OF LT. COL. ARNOLD A. BERGLUND, LOGISTICS DIVI- 
SION, HEADQUARTERS, EUROPEAN COMMAND 







(Lieutenant Colonel Berglund made off the record comments.) 
* 





* * * * * * 










Mr. Lantarr. The statement was made that originally there were 
allocated by the Quartermaster to the Air Force 2,800 items, and that 
in June 1951 another 15,000 were allocated. Am I correct in that? 










FURTHER STATEMENT OF LT. COL. DONALD F. SLAUGHTER, SUPPLY 
BRANCH, LOGISTICS DIVISION, HEADQUARTERS, EUROPEAN 
COMMAND 










Lieutenant Colonel Suaueurer. The date was June of 1950, sir. 
Number of items allocated are correct. 

Mr. Lanrarr. That was by Quartermaster alone ? 

Lieutenant Colonel Suaucurer. Yes, sir. 

Mr. LanrarF. It is safe to assume, then, that the 228 items origi- 
nally allocated to the Air Force were special purpose items and the 15,- 
000 referred to and allocated in June 1950 are common user items? 

Lieutenant Colonel Staueirrer. That is not entirely correct. The 
items that were originally allocated not only were quartermaster but 
came from all technical services and were major items. In the case 
of ordnance, for example it was a 214-ton truck. Some of the items 
were for quartermaster but [changed record]. They are all common 
user items. The only difference between the original and subsequent 
allocation was in the size or the importance of the item. The most 
recent allocation was spare parts. Originally, items such as matériel 
handling equipment and that sort of thing, were allocated. 

Mr. Lantarr. It is correct that the 15,000 items were common-user 
items. We learned that the Ordnance people here are preparing 
and rehabilitating approximately 1,600 tons of spare parts and tools 
a month. Of this amount, about 600 tons a month are those turned 
in by using units for repair and rehabilitation. The other 1,000 tons 
a month are taken out of stockpiles now on hand at the depots, and 
are largely either STEG material or equipment or left here by the 
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Army at the end of World War II and since recaptured. Therefore, 
with 13,000 tons of this unserviceable equipment on hand and the 
recapture rate of about 1,000 tons a month, it will require a year or 
better to rehabilitate all of this unserviceable equipment. Does any 
member of the staff know whether the Department of the Army has 
given any consideration to immediately rehabilitating these items 
either in the zone of the interior or other theaters in order to apply 
them to current requirements ? 








USE OF RECLAIMED ITEMS IN OTHER THEATERS 


Brigadier General Hare. We have reported all of the items to the 
Department of the Army Chief of Ordnance and have received in- 
structions to rehabilitate to our capacity, and on economically repair- 
able items to send them to FECOM. On items which are serviceable 
and have been rehabilitated but are beyond our requirements, they are 
to be returned to the zone of the interior. We have those instructions. 

Mr. Lanrarr. How do you know what FECOM needs? 

Brigadier General Hare. We would pattern their demands upon 
our experience because we have the same type of equipment. 

Mr. Kennepy. Have you received any communication from the 
Department of the Army as to the needs of General Ridgway in con- 
nection with his rehabilitation program ? 

Brigadier General Hare. We know in a general way what their 
requirements are because they are operating the same type of vehicles 
we are. 

Mr. Lantarr. Of this 13,000 tons on hand, how much of it do you 
anticipate will be shipped to General Ridgway or returned to the 
States ? 

Brigadier General Harr. I would say that eventually we could 
reclaim it all here and then send it to the States but it would take about 
2 years to do it. If we could cut it into 1 year, we would say about 
half of it could go to General Ridgway. 

Mr. Ropack. Have you requested additional funds in order to 
expedite the rehabilitation of that equipment? 

Brigadier General Harr. We are doing it with our present funds 
and present staff. We have not up to this time. 

Mr. Lanrarr. Inventory of stock on hand and unserviceable stocks 
on hand are in Washington? 

Brigadier General Hare. That’s right. 

Mr. Bonner. Mr. Curtis? 

Mr. Curris. First, I would like to add my expression of appreci- 
ation to General Handy and his staff for this very complete and 
informative presentation they have made. As a matter of fact, it is 
information we have been seeking for a long time. I wish I had had 
the opportunity and time to have absorbed this before I asked ques- 
tions. Three months from now I would really like to come back and 
ask a lot of questions. It was very fine and showed, among other 
things, that somebody was familiar with this committee’s interim 
report and had gone to great effort to present this committee with 
questions they had been asking and matters they had been concerned 
with. I have got one question that disturbs me very much. That 
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was under General Bradshaw’s presentation of the depots in Europe 
we have on the chart and the depots in the United States * * *. 

Major General Brapsuaw. That is correct. : 

General Hanpy. There is a big rearmament program going on in 
the various countries of Europe. 

oon. * * * eo 

General Hanpy. * * * I think the answer to your question 1s 
the size of the Mutual Security Program. The amount of money that 
Congress has appropriated will be to arm and equip these people over 
here. And a great deal of that, so far, has been coming from the 
United States. 

Mr. Curtis. When we deal in figures, we voted 6 biliion for mil- 
tary defense and we have a 4.78 billion previously unexpended. But 
that compares with a 57 billion item with a 37 billion previously un- 
expended, plus some other items which will run it way up to 120 so 
the European phase of that, what was appropriated, was beyond it. 
Now you add this further cost that the Munitions Board in their re- 
port have estimated, if we were even to deliver $57 billion of end items 
that were contemplated in that budget, we would require considerably 
more than the entire world supply of mica, tungsten and several other 
basic metals. Not only that, but Mr. Wilson says that is the maximum 
our factories can produce. After quadrupling our production there 
is $30 billion worth of end items so we are not really talking in reali- 
ties when we talk in these figures and that’s the reason I like to talk 
in terms of the productive capacity of the United States and the 
productive capacity, let’s say, of plans in this once great industrial 
area here in Germany. 

General Hanpy. * * 

(Off record at request of General Handy.) 

Mr. Curtis. That was just a general question and really not in the 
line of this subcommittee’s work. One other thing along that line and 
being a little more particular, I was interested in noting that in the 
ordnance maintenance shop we visited this morning that they were 
utilizing the German commercial firms in certain parts of their repair 
and maintenance and the policy seems to be to continue that system 
and in fact not to set up machinery and competition, you might say, 
between the Germany commercial firms. Now, that is a correct state- 
ment of basic policy ? 

General Hanpy. That’s right. This rehabilitation is done with 
deutschemarks. 

Mr. Curtis. That’s the next question I was going to ask. With that 
basis as it is and the Army here, being based as it is, on the monetary 
system and with the monetary system such as it is, pegged at 4.2, I 
believe it is, and the free market around here being as high as it is, 
we are doing a great deal of subsidization that we are not thinking 
about, isn’t that correct. 

General Hanpy. We have though about it a lot, I can assure you of 
that. Every time a soldier goes over here and changes his money at 
the bank or at the paymaster, he dos pay an indirect tax, if you want 
to call it that. That’s very true and we have thought about it a lot. 

Mr. Curtis. I just wanted to check my own reasoning on that. Now 
I want to direct some specific attentions to this Army surplus, or 
rather the surplus that came over as a result of the last war. In the 
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first place I was a little bit surprised to hear that we were acquiring 

back surplus that went to IRO. Now, how much are we acquiring 

back and I wonder if someone could give me a little more specific in- 

eee as to just how we turned that over and how it 1s coming 
ack. 


STATEMENT OF COL. ELMER J. JANTZ, ORDNANCE DIVISION, 
EUROPEAN COMMAND 


Colonel Janrz. In connection with the IRO reacquisition, with its 
phasing out we were advised that they would have available, spe- 
cifically, vehicles and spare parts, that could be reprocured if the 
Ordnance Division so desired. 

Mr. Curtis. We have to reprocure them? We have to pay them 
for it? 

Colonel Janrz. That is correct. 

Mr. Curtis. Although originally it was our property and we turned 
it over without any charge. 

Colonel Janrz. No, sir. We turned it over to them with reimburse- 
ment from the IRO. 

Mr. Curtis. They paid us for it originally ? 

Colonel Janrz. That is correct. 

Mr. Curtis. What was the equipment that you are getting back? 
Mainly vehicles? 

Colonel Janrz. Specifically, 214-ton, 34-ton, and 14-ton trucks. 

; a Curtis. Is it a large item, this total amount we are getting 
rack ¢ 

Colonel Jantz. Were needed here. 

Mr. Curtis. Now, on the STEG property, there were two freezes, 
of course, one that we have already mentioned; one occurred in 1950 
and as I understand it, and I want to be corrected if I am wrong, did 
you all in your screening processes at STEG depots only consider 
EUCOM needs at that particular time? 

Major General BrapsHaw. That is correct. 

Mr. Curtis. That would be the needs of EUCOM as of July, when- 
ever it was, 1950. Not projected much into the future. Am I correct 
there? 

Major General Brapsuaw. You are not correct there, sir. We had 
a period in advance of our immediate requirements. 

Mr. Curtis. How far did that extend, sir. 

Major General BrapsHaw. If I remember correctly, it was either a 
year or 6 months. 

Mr. Curtis. This is a question you may not know the answer to but 
I would like to record it, in considering the legal position of whether 
you all had the right to get it. I noticed testimony was that you went 
to HICOG and State Department, but did your legal deparment make 
any investigation to determine whether we had a legal right to get 
that property back ? 

Major General Brapsuaw. I am not certain; but I am reasonably 
certain that we examined into the legal angle. 

Mr. Curtis. If there is any record of having any opinion on it, I 
know the committee would be very interested if that could be sup- 
plied. That could be supplied later. 
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Major General Brapsuaw. I will see that you get it. 


(Nore.—Furnished through D/A Legislative Liaison Div., letter 
dated December 14, 1951.) 


Lieutenant Colonel Burcrss. That was reviewed by the Judge Ad- 
yocate and his opinion is on the record. 

Mr. Curtis. Do you remember what the opinion was ? 

Lieutenant Colonel Burerss. Without checking into details, the 
opinion was that we did have the right to reacquire that property. 
However, since the State Department has the responsibility for dis- 
posal of former Government surpluses, any reacquisition of that prop- 
erty should be approved by the State Department. 

Mr. Curtis. The second freeze came in March 1951. That team 
came from the United States over here. Didn’t you all supply any 
men to assist them in that screening ? 

Major General BrapsHaw. We supplied considerable help to those 
teams that came over. We put all our resources at their disposal. 

Mr. Curtis. I presume that some of our people could get with some 
people who did work on that particular project 

Major General BrapsHaw. I will supply details for the record. 

Mr. Curtis. Or, if some of our people who are working with the 
staff, you could give them a lot of that detailed information on the 
project. Now, in this second screening of STEG equipment, were 
world-wide needs considered rather than EUCOM needs ? 

Major General Brapsuaw. I understand that the purpose of the 
screening was for the world-wide needs. 

Mr. Curtis. But you don’t know for certain? You don’t know 
how the teams might have been instructed, for example? 

Lieutenant Colonel Burcrss. In the directive from the Department 
of the Army to EUCOM to request HICOG to freeze, they stated that 
it was for world-wide requirements. 

Mr. Curtis. Now some of that equipment that was acquired from 
the second freeze came to EUCOM, isn’t that correct ? 

Lieutenant Colonel Burarss. That’s right, sir, because EUCOM 
requirements are supervised by the Department of the Army. 

Mr. Curtis. As a matter of fact, some of that property that was 
acquired, EUCOM needed rather badly, I understand. Were you 
aware of that, Colonel ? 


UTILIZATION OF STEG EQUIPMENT IN EUCOM 


Brigadier General Hare. At the time of the second freeze, we were 
in a build-up stage. Our requirements were increasing, and as we 
projected our requirements over the larger troop strengths, we im- 
mediately had larger requirements than we had normally. Therefore, 
we took it up with the Department of the Army and asked them to let 
us take out our requirements before they made further disposition of 
that STEG equipment. 

Mr. Curtis. That was on the second freeze; so you had some of your 
own men there? 

Brigadier General Hare. Yes. 

Mr. Curtis. They were just working for this Washington team? 

Brigadier General Hare. The whole thing was supervised by our 
Stock Control Division. They knew our complete requirements. 
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Mr. Curtis. Now let me get this straight to be sure. Were there 
two screenings going on at the same time ? 

Brigadier General Hare. It was done simultaneously. We had our 
representative, and incidentally, one of them is here, go around and 
show them where the material was, made all arrangements for move- 
ment of this material to one central depot for appraisal and in fact 
we just had two experts from the States who brought with them the 
world-wide requirements, which we didn’t have here. We could have 
done the whole job ourselves had they given us the thing. 

Mr. Curtis. Is there a Mr. Triplett here? 





STATEMENT OF ALBERT L. TRIPLETT, ORDNANCE AUTOMOTIVE 
CENTER, EUROPEAN COMMAND 


Mr. Triprerr. Yes, sir. 

Mr. Curtis. Mr. Triplett, you actually were present at some of this 
screening, were you not? 

Mr. Trrevetr. Yes, sir. 

Mr. Curtis. Were you present at Kitzingen and about how large 
a team did you have? 

Mr. Trretetr. The DA team consisted of two lieutenant colonels and 
myself. 

Mr. Curtis. Were they technicians? 

Mr. Tripterr. Yes, sir. 

Mr. Curtis. How long did it take to screen Kitzingen ? 

Mr. Trreterr. On the second freeze, it took approximately 5 days. 

Mr. Curtis. How much material did you reacquire, roughly? 
(Changed record). 

Mr. Trreterr. We earmarked 3,368 vehicles and 2,186 tons of parts. 

Mr. Curtis. Was some of that tools? 

Mr. Trieterr. Forty tons were tools. 

Mr. Curtis. Do you roughly know about what percentage of that 
stock was at the depot there / 

Mr. Trieterr. Roughly in Kitzingen there was 1,958 vehicles and 
300 tons of parts. 

Mr. Curtis. So you took the major portion of it? 

- Mr. Trretett. Yes, sir. 

Mr. Curtis. Do you think there is anything else that might remain 
there now that would be of use? Do you think this last screening 
really did the job? 

Mr. Triptert. I screened it twice, sir. I screened it in the No. 1 
freeze and the No. 2 freeze. Anything that is left there now is in very, 
very bad condition. 

Brigadier General Hare. I would like to emphasize that at the time 
of the first freeze, there was no Korea, there was no expansion of the 
Army. We were trying to shake down ourselves and get out of the 
junk business over here and when the second freeze came, then there 
was an entirely new situation. 

Mr. Curtis. Now, it is my understanding, in regard to the trucks at 
the Kitzingen Depot, which the Army desired to recapture, that at the 
time another United States Government agency prevented that from 
being accomplished. 
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Mr. Triptetr. Not another agency. 

Mr. Curtis. Was there another agency that did interfere? 

Mr. Trreterr. Do you have reference, by any chance, to the vehicles 
that were released to the French Government and the Belgian Govern- 
ment ¢ 

Mr. Curtis. I don’t know. I was just trying to develop what I 
thought might be; but I don’t know. 


USE OF STEG VEHICLES IN MUTUAL SECURITY PROGRAM 


Mr. Trrecetr. Of these 3,368 vehicles, 2,083 released in favor of the 
French and the Belgians. 

Mr. Curtis. Who interceded in their behalf? State Department ? 

Mr. Trieterr. State Department. 

Mr. Curtis. What condition were these vehicles in ? 

Mr. Trretetr. They were in average condition of the STEG vehicles. 

Mr. Curtis. They did go to those governments, then and not to 
EUCOM. 

Major Naywor. I would like to point out that those vehicles were 
for MDAP. It has always been the policy of this command to save 
dollars where we can by getting rid of our excesses to save a drain on 
the United States. We realized at time they put in a bid for these, 
and they had an individual company down there certified to do the 
repair of these vehicles. That saved us from doing the job. 

Mr. Curris. You mean the French Government did. 

Major Naytor. Yes, sir. Some time ago several French contrac- 
tors came in here and tried to get this stuff from STEG; we requested 
that they become certified so that we would know who we were doing 
business with. They got that from HICOG and from then on we 
had a working agreement that just saved that much. They were 
having a little scrap on their hands in Indochina and the United 
States couldn’t supply it, whereas this stockpile of STEG could, so 
with this working arrangement they were dipping into this stock- 
pile frequently, even from the first freeze, saving us all the work, 
time, and effort. They repaired it for the French “Government. We 
were very specific that this was a concern certified by the French 
Government to do MDAP work. 

Mr. Curtis. In other words, the Army agreed when the State De- 
partment made these requests. It wasn’t a forced proposition. 

Major Naywor. It was fully coordinated. 

General Hanpy. The French have an allocation under MDAP of 
so many trucks; they got altogether 5,000 or 6,000 trucks under 
MDAP: It ran into several thousand. But the United States Gov- 
ernment was going to give it to them under MDAP. 

Major Naytor. The difference in those is that we rehabilitated the 
6,000 right here. (This was off record.) But we did that right here. 
be that you are talking about are the ones they did in their own 
sho 

Mr. Curtis. They dealt directly with STEG. 

Major Naytor. It was a HICOG-STEG transaction, not involving 
EUCOM. 

Mr. Curtis. That’s all the questions I have, sir. 

Mr. Bonner. Mr. Dorn? 
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Mr. Dorn. I am wondering just what effect that bulge has on the 
German people * * *, 

General Hanpy. * * *, 

Mr. Dorn. I can’t see why the military at Potsdam didn’t think of 
all that then. I know some of us did. General, I wish to compliment 
you on this, here today and also the interim trips. This little yout), 
program that you have more or less initiated here, I think that is 
worthy of note, Mr. Chairman. Apparently on the surface it is just a 
little matter but that might be an answer to a lot of our international 
relationships. It is getting youth interested in something instead of 
building up for war and aggressiveness. 

General Hanpy. The military here started that on their own and 
later it was made more or less semiofficial. I won’t start talking about 
GYA because I can talk all day about it. (Off record.) 

Mr. Dorn. I think you should be commended for that. State De- 
partment might spread their vast expenditures around like that. 

Mr. Bonner. Mr. Meader? 

Mr. Mraper. I wanted to call your attention to the committee’s re- 
port of June 27, 1951, on what developed on the central field investiga- 
tion trip, namely creation of a new supply sete This subcommit- 
tee, at that time, noted that there was considerable thought being given 
to the creation of a completely separate pipeline for the Air Force. 
Page 483 of the report. (Quoted it.) I want to say only further that 
on December 19, 1944, the Senate War Investigating Committee, of 
which I had the privilege to be counsel, at that time filed a report to 
the Senate very much along the lines of the report of this committee of 
June 1951, in which recommendations were made for a more business- 
like supply system in the military forces, with a maximum of stand- 
ardization of items, including common nomenclature identification of 
item, common procurement, common warehousing, common transpor- 
tation and common distribution. Now on this day, it has developed 
for the first time to my knowledge that plans are under way for the 
establishment of a third pipeline, the Navy and the Army already 
having a supply pipeline. Last Monday in Wiesbaden this committee 
listened to the first arguments in favor of that independent pipeline. 

It was presented by Colonel Dyer, and he had reports which he pointed 
out as the advantages of the independent pipeline. I asked Colonel 
Dyer if he couldn’t state the disadvantages of the independent supply 
program that the Air Force is now engaging in and he answered by 
saying that he had 18 additional reasons, a total of 23. iam not sure 
whether General Handy’s cable outlined the reasons for the considera- 
tions involved in the establishment of this separate pipeline, but I 
believe this committee’s record, Mr. Chairman, would be somewhat 
deficient if we could not have from operating personnel in the field the 
advantages of the unified supply or some kind of a statement, I would 
say, confidential statement, so that this committee, in working upon its 
report, it intends to issue if they can agree upon a report, based upon 
the best possible knowledge and experience. I had hoped that this 
record could include both sides of the arguments for the unified supply, 
as against a new independent supply for the Air Force. If there are 
additional items that could be heard in favor of the separate Air Force 
supply, we should have those too, but I believe I would like to hear. 
myself, the arguments in favor of unified supply. 
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GENERAL HANDY ON AIR FORCE SUPPLY SEPARATION 


General Hanpy. I would like to state here, if I may, Mr. Chairman, 
I am not arguing this one way or the other. It is a very complicated 
question and our viewpoint of it is purely local on any considerations 
that go back to the United States. When you’ve got an outfit here 
that a depot back in the United States supplies it may be the simplest 
way and when, Colonel Dyer, said, you’ve got to bring in a number of 
groups, I don’t know if one thing would do it with an awful lot fewer 
people. Superficially, I think you would, but I’m not sure of it. But 
you ve got to go further back—you've got to go clear back to the set-up 
in the United States. Now, if you had one source of supply back 
there, certainly, but I want to make it clear, ’m not arguing against 
the Air Force having a separate line; all I want them to do 1s tell me 
what I have to do. 

Mr. Mraper. Now it seems to me that the best and most. reliable 
information can be obtained from those who have responsibility to 
make it work, rather than some scheme. That’s why I hope, either 
now or if you have in your records something that summarizes the 
problems of a separate supply system in the Air Force we could have 
those for consideration in our record. 

General Hanpy. Either system could be made to work. 

Mr. Brownson. We have been very impressed by the caliber of 
your staff work. I wonder if you would rather not do it just exactly 
the way Mr. Meader puts it, if you were to have your staff prepare 
a staff study comparing the advantages and disadvantages as you 
would see it in the field on a factual basis on which two systems 
operate. 

General Hanpy. If the committee makes that request, I may have 
the temerity to make a suggestion. I suggest that you request General 
Norstad to join in that study and that our staffs make them together. 

Mr. Brownson. If there is no objection, I would like to put that 
request in that way, that you and General Norstad and your staffs 
cooperate in presenting a staff study giving the advantages and dis- 
advantages. 

General Hanpy. Off the record, I have many troubles but not one in 
ans ogee Of course you are getting down here on the working 

oys. I would think that the place to get that information would be 
from the departments back in Washington. 

Mr. Brownson. That’s where we thought we could get it. 

Mr. Lantarr. We have had a lot of answers given to us in Wash- 
ington that haven’t been borne out by our observations. For example, 
where we have been told “this won’t work,” we find in Korea, Okinawa, 
and other places that it is working. And both the Army and Air 
Force agree that it can work, so we find we can’t rely too well on some 
of the answers we get in Washington; we want to talk to you people 
here doing the work. 

Mr. Bonner. This is a serious proposition. When we first built the 
Pentagon no one thought you would ever be able to fill it up. Now, 
we have to build another Pentagon. You have to realize that if we 
build this branch up you are going to have an octopus that will destroy 
the entire Nation. It’sbound to. It’s bound to—the people can’t stand 
it. These men are serious on this subcommittee and we would all rather 
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be home, but this is their responsibility. We represent the people. 
This thing simply can’t go on expanding. These are serious things. 
Wecome out here in the tield to talk to you men who are actually carry- 
ing on the operations. 

Mr. Meaper. That was my main question. The other one is more 
or less a factual inquiry. Concerning the transfer of some 15,000 tons 
of supplies to Greece, Turkey, and Italy. I hadn’t had that subject 
before and my question is whether or not any direction was received 
by this command which would transfer for the Truman doctrine in 
Greece and Turkey supplies that were surplus to this theater. 

Major Naywor. Unfortunately I spent 4% years in the Pentagon. 
The fastest way we knew of was to take some of this * * * surplus 
out of EUCOM. Our office, which is now under Colonel Burgess, is- 
sued all the transfer directives. They were not requisitions; they 
were Heidleberg directives made up in umpteen copies and sent to the 
Comptroller, EUCOM, and everybody else. EUCOM said, “We have 
these excesses.” We had all of the reports right before us. We could 
go right down the report and say “transfer this to other areas,” wher- 
ever itmightbe. * * * Qdur first vessel was on the water in August. 
So to supplement that time lag there we pulled the stuff out of EUCOM 
and we did meet the requirements out of the available excess here in 
EUCOM and during this same period, you will recal, the British said 
they would continue to fill the pipe-line. I believe it was on August 
22 the vessel arrived and there was some question about whether that 
was a gift or not. But on the 22d day of August we took over and 
paid from everything for the British because we had screened out all 
the surplus from EUCOM and also General Lee’s headquarters was 
moving out of Italy and we took everything, including desks, tables, 
chairs, everything possible to give Greece and Turkey as fast as we 
could. 

Mr. Meaper. It appears to me that the amount of tons for Greece, 
4,500 and 3,500 for Turkey is very small. In January 1948 we turned 
over 400,000 tons to STEG. It seems to me that more of the equip- 
ment for Turkey and Greece could have been supplied from surplus 
that already existed. 


DEMILITARIZATION OF SURPLUS 


Major Nayvor. Under Public Law 21 we had to demilitarize all 
surplus and it had not yet been demilitarized. We were in that 
process right then. We had to call the dogs off. Because they were 
going in—gunbarrels, and everything else. That's all that was left. 
We took everything we could. We had the list right in front of us. 
We grabbed all the stuff that we had originally transferred to STEG 
that we could. Under the Surplus Property Act, as you recall, it 
had to be demilitarized, and EUCOM had not had the capacity to 
accomplish this job. What they needed were guns. They were in a 
shooting war down there. We did get some vehicles and the balance 
of the surplus vehicles, as I mentioned in my previous testimony, went 
to France and Belgium. 

Mr. Meraper. I don’t quite know if we are talking about the same 
thing or not. But there was quite a program for the transfer at scrap 
value of nondemilitarized military equipment to a great number of 
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so-called friendly nations out of surplus stock. I understand from 
your testimony that we could not use nondemilitarized military 
equipment. ; 

Major Nayrtor. What we had not demilitarized in EUCOM is what 
we took down there because the British had had that chestnut them- 
selves and we stepped in with the Truman doctrine. So all we had 
was this immense stockpile here, some of which was demilitarized, 
in some cases they took off the name markings, ete. But what we took 
was the rifles, bullets, and some of them had to be reprocessed. _ 

Mr. Mraper. Let me not delay this but bring it to a conclusion by 
asking. 

Major Naynor. Yes. We used the maximum that we could have 
used out of surpluses in this theater to equip Greece and Turkey with 
combat type items. 

Mr. Meaver. How about noncombat types? 

Major Naytor. Some of those went, too, but the important thing 
at that time was to speed up delivery of combat-type items down there, 
and later on, other items did go. 

Mr. Meapver. Was there any directive in existence ordering the 
transfer from the theater to Greece and Turkey of those items? 

Major Naytor. Washington has everyone on record. 

Mr. Mraper. Was there a general directive ? 

Major Naytor. As related only to specific items and specific stocks. 

Mr. Mraper. What I mean to say is, in filling requirements to 
Greece and Turkey, was there a general order that stocks in the Euro- 
pean theater be looked through ¢ 

Mr. Meaper. That’s all, sir. 

Mr. Bonner. Mr. Donohue? 


Mr. Dononve. There is one thing I would like to get cleared up by 
General Handy. * * * 


* * * * * * ° + 


Major General Brapsuaw. Sir, what I would like to do is to give 
you a copy of the November 6 agreement and also the implementing 
ugreement which spells that out. ; 

(Norr.—F urnished by letter through D/Legislative Division, dated 
December 8, 1951.) 

Mr. Donouvr. Could you give us the gist of it? 

Major General Brapsuaw. If my memory serves me right, the title 
passes to France and provisions for reimbursing the United States 
for improvements there and certain allowances made for the rent dur- 
ing the period that we occupy the improvements. 

Mr. Dononvr. In other words, if there is a residue, why we get 
paid? Do we pay rent to the French Government? While we are 
occupying it? 

Major General Brapsuaw. No, sir; when we come to the final 
settlement, we are going to turn the installation over to France and 
there will be settlement and there will be allowances for what would 
have been the normal rent during that period. 

General Hanpy. Final settlement, subject to negotiations. 

Mr. Dononur. * * *. Are we going to have that service gra- 
tuitously or do we have to pay for it? 

Major General Brapsuaw. That service is not gratuitous. 
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Mr. Bonner. This subcommittee is interested in the settlement 
of claims, with respect to STEG. What do vou and your staff take 
into consideration in approving third party claims with respect to 
STEG? 

Colonel Burggss. Sir, we do not approve third party claims. The 
claims are directed from claimants to EUCOM. We review them 
and assemble the pertinent data from our records and from State 
records relative to the claims and forward them to the DA. The 
DA has direct * * * of settlement of those claims, pending re- 
view by that headquarters. 

Mr. Bonner. You analyze them ? 

Colonel Burcrss. We determine the facts, sir. 

Mr. Bonner. You have had some claims filed ? 

Colonel Burcxss. Yes, sir. 

Mr. Bonner. Do those claims have in them a prospective profit? 

Colonel Burcrss. Some have it. Others do not. 

Mr. Bonner. You make some recommendations with respect to it to 
the DA? 

Colonel Burcrss. Not in regard to final settlement, sir. 

Mr. Bonner. You mean the total responsibility of paying one of 
these claims rests with the Department of the Army in Washington? 
With no recommendations from the people here? 

Colonel Burcess. The third party claim—— 

Mr. Bonner. Now let me get this straight. Some of these claims 
come from HICOG and some come from EUCOM. 

Colonel Burgess. As I said before, we determine the value (I did 
not say this before) of the property in general based on its condition 
at the time of the freeze. We advise the Department of the Army of 
that. We advise them as to our opinion of ownership of the property. 
We inform them of the actual amounts of property which were reac- 
quired. And that has been the limit of our recommendations. 

Mr. Boner. Didn’t you settle one claim over here? 

Colonel Buraess. Yes, sir; before we received instructions from the 
Army one thing was paid. I did not participate in the actual settle- 
ment. 

General Hanpy. We can look it up. I think, Mr. Chairman, 
Colonel Burgess is referring to claims that arose in connection with 
property that was taken back under Department of the Army direc- 
tives—under their freeze. What happened to claims on the other 
business, I don’t know but we can find out. 

Mr. Bonner. We have asked the Secretary of the Army to advise the 
subcommittee of the claims, what is to be done with them, what action 
the Secretary of the Army will take with respect to them. We had 
hoped to get an indication as to what may be decided by coming here. 
Certainly it would help the Pentagon if some recommendations were 
made. 


FURTHER STATEMENT OF BRIG. GEN. FRANK A. HENNING, JR., 
DEPUTY OF LOGISTICS, EUROPEAN COMMAND 


Brigadier General Henna. I believe you are referring to one 
claim that was paid—a Testa claim. If my memory serves me cor 
rectly we paid back the actual cost and we allowed only traveling 
expenses. No profit. 
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Mr. Kennepy. I would like General Henning, for the record, to 
make available the information promised at Giessen relative to the 
overstatement of requirements for the European theater by the Engi- 
neer Corps, for instance. 

(Nore.—Furnished by letter dated December 8, 1951, through 
D/Legislative Liaison Division.) 


STATEMENT OF COL. OLIVE VAN DEN BERG, ENGINEER SUPPLY 
DETACHMENT, EUROPEAN COMMAND 


. Colonel van DEN Bere. In carrying out a report which is as follows: 
Supply rer re must be acquired throughout every activity at all 
levels. Careful editing of requisitions to screen out unnecessary de- 
mands, will aid in this process. This subcommittee, for example, esti- 
mated that editing of overseas requisitions by the Overseas Supply 
Division at the Army Base at Brooklyn, N. Y., resulted in an estimated 
reduction by value of Engineer Corps overseas requisitions ranging 
from 26 to 42 percent over a period of 5 months. Compared to other 
corps, from the screening data shown to the subcommittee, the engi- 
neers were greatly and repeatedly overstating their requirements. 
Now, following the conference between the members of the committee 
and the representatives at the port of embarkation, it was developed 
that a liaison team, headed by Colonel Bender, visit this theater 
for the purpose of bringing this to the command’s attention, and it 
was noted that after his return the same requirements were repeatedly 
stated so that the effect of his visit was not available. I am the 
oflicer responsible for signing the requisitions in question. This mat- 
ter came to my attention during January and February of this year, 
at which time it was reported to me by the Requirements Division 
under my control that a major portion of our requisitioned items 
had been canceled at the New York Port. I gave this careful sampling 
investigation and developed the fact that we were not less than 96 
percent correct in our computation of requirements. I passed this 
information to the zone of the interior, asking that a committee come 
here to investigate our methods of computing requirements. 


ERRORS IN OVERSEA SUPPLY DIVISION EDITING 


When that committee came it was developed that the entire differ- 
ence between ourselves and the POE was principally based upon two 
facts. First, that their interpretation from the port of embarkation of 
Special Regulation 700-10 (I think it is) was being applied improp- 
erly. This wasanerror. The portion of the cancellations which re- 
sulted from that improper interpretation on their part were immedi- 
ately reinstated. Continued study developed that our editing data 
was considerably different than theirs. Our methods of editing were 
accepted as the correct ones and all of the requisitions in question 
with the exception of not more than 2 percent of the lines were rein- 
stated. 

Mr. Warp. How much of the material that was reacquired from 
STEG that we saw this morning was serviceable equipment ? 

Mr. Tripcerr. The only equipment that I have picked up from 
STEG that was considered serviceable, would possibly be 7 or 8 Cadil- 
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lac engines, which have not been uncrated. They would still have to 
be thoroughly inspected before putting into service. That is the only 
equipment that might be considered serviceable. 

Major General Brapsuaw. Mr. Chairman, in answer to Mr. Dono- 
hue’s question, to which we gave a substantially correct answer, I would 
like Colonel Campbell to give you a statement as to just what the agree- 
ment, which he has already prepared for you, is. 

Colonel Campsett. We have prepared copies of the November 6 
agreement and the civil affairs agreement of 48 which covers the ter- 
mination work of installations which we have. They will be turned 
over. How much money we will be able to get from them, depends of 
course on the negotiations, based upon those two agreements. 

Mr. Bonner. General Handy, this subcommittee and the Members 
of Congress are proud of all the men who wear the uniform. Our in- 
quiry is not with any spirit of criticism. We are proud of the Army; 
proud of their accomplishments, as well as those of the Navy and Air 
Force. As I tried to express heretofore, we are meeting with you in 
the field to see if we can find some way to bring about greater economy. 
I thank you, very much, General, in behalf of the subcommittee, in 
behalf of the Congress, whom we will report to, for your cooperation, 
kindness, courtesy, and the manner in which you received us. 

General Hanpy. We appreciate your coming here. It will be very 
helpful. 


(Whereupon a recess was taken. ) 
AFTERNOON SESSION 


Mr. Bonner. The meeting will come to order. We will now hear 
from Colonel Duncan. 


FURTHER STATEMENT OF COL. W. D. DUNCAN, PLANNING OFFICER, 
LOGISTICS DIVISION, EUROPEAN COMMAND 


Lieutenant Colonel Duncan. Gentlemen, my subject is Inter- 
Service Coordination on Logistics Matters in France. 
1. Until the advent of USAFE as a separate command in Europe, 


parallel to EUCOM in the fall of last year, EUCOM was responsible 


for the logistics support of USAFE. * * *. 

2. However, in December 1950 * * *, General Handy sent a 
letter of General Norstad, CINCUSAFE, and Admiral Carney, 
CINCNELM, which pointed out that the Army, Navy, and Air Force 
all had requirements in France and suggested that one United States 
military agency be established through which our logistics require- 
ments would be placed on the * * * and also suggested that a 
conference be arranged to determine the policies and responsibilities 
of the respective commanders in France. This was necessary because 
General Handy is a joint commander in Germany only. No joint 
United States military commander has been designated by the Joint 
Chiefs of Staff for United States forces in France or other Western 
European countries. 

3. General Handy received an answer to this letter from Admiral 
Carney in February and from General Norstad in April. Both con- 
curred in the joint conference. During the same period of time 
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EUCOM was requesting further guidance from the DA with reference 
to its responsibility to the Air Force in Europe. 

4.a.* * *, a cable from CINCEUR to DA asked this funda- 
mental question, “Is the Army here to support Air Forces for common- 
user items?” The cable went on to point out that at present EUCOM 
is responsible for logistical support of common-user items for only 
—— Air Forces in Ger many. * * 

There are many reasons for se the Army responsible for 
‘aie al support of these common-user “items for all Air Forces in 
France and Germany. Of primary consideration is the fact that this 
command can furnish logistical support, including base maintenance 
and rebuild both to Army and Air Force, with a minimum cost in 
funds and personnel. Duplication of such support will exist if 
EUCOM continues the support of Air Force in occupied Germany 
with a parallel supply line under Air Force control for support of 
Air Force in France. Such duplication involves facilities for deter- 
mining priorities for calling supplies forward, use of docks, use of 
transport, and many other operations. It is desirable that there be 
only one defense agency dealing with the French especially in mat- 
ters pertaining to transportation and the acquisition of facilities. 

c. We are cognizant of some of the contrary reasons: 

(1) The Air Force will not have complete control of their 
stockage until it arrives at the bases. 

(2) The Air Force should be required to furnish Air Force 
personnel * * * to do their proportionate part of the work. 

d. It is requested that a clear cut decision be made as to what 
responsibility this command will have for the future logistical sup- 
port of Air Forces in Germany and * * *, 

e. If this command is to be responsible for logistical support of 
all Air Forces in * * * Germany, as pertains to common user 
items, then the following are requisites for proper handling of the 
job: 

(1) EUCOM should be furnished a directive, coordinated with 
and agreed to by Army and Air Force, stating the responsibilities 
of EUCOM for logistical support of common user items for Air 
Force units in * * * and Germany. 

(2) Air Forces determine at earliest date firm list of augmenta- 
tion units in * * * Germany. 

(3) Such troop list be used as a basis for increasing both special 
theater reserve without delay. 

(4) The Air Force should furnish an equitable share of per- 
sonnel to operate Army installations handling common user items. 

5. a. The Department of the Army replied to this by cable (which 
we term the Magruder cable) on June 19. The cable and its references 
stated the basic policy reference logistics es as follows: 

(1) The Department of Defense supply system will be common 
to the three military departments in that common policies, stand- 
ards, and procedures will be established throughout the Depart- 
ment of Defense to the extent permitted by variations in (1) the 
roles and missions assigned to combat forces; (2) the nature of 
types of matériel being controlled; and (3) the state of develop- 
ment of the elements of the system. 
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(2) Each of the three military departments will man and 
operate a supply system. The mission of each supply system 
will be twofold: 

(a) The furnishing of supplies to the combat and service com- 
ponents of that department; and 

(b) The furnishing of supplies, on a cross-servicing (or other 
agreed upon) basis to the combat and service components of the 
other departments. 

(3) Agreements covering the supply of specific categories of 
items to specific installations or forces may be entered into by 
any two departments whenever such agreements will serve to in- 
crease effectiveness, or prevent unnecessary duplication or over- 
lapping without decrease of effectiveness. 

(4) DA Memo 700-5-26, 10 July 50, which we never received 
until hand-carried over by Maj. Gen. Carter B. Magruder, de- 
partment assistant chief of staff, G4 for programs, in June 1951, 
provides that— 
in the defense supply system unnecessary duplication must be eliminated, 
but necessary duplication permitted. 

(a) Accordingly, each service should either provide its own complete 
logistics support or participate in joint control over each unified servicing 
category * * *, 

(b) Each common category of supplies and services requires individual 
analysis to determine the best assignment of responsibilities. 

(c) Each service should provide its own logistics support up to a level 
which will insure the operational mobility and combat effectiveness of its 
own forces, i. e., up to field army level or equivalent. 

(d) Common types of logistics services required to the rear of the field 
army level are susceptible to unified servicing in a considerable degree 
(i. e., common carrier transportation services, signal long-land lines, rest 
centers, road maintenance, etc.). 

(e) Each service assigned unified logistics support responsibilities should 
furnish the personnel facilities, and all other means required, but should 
receive fund reimbursement. In addition, the supported service(s) should 
budget and transfer to the providing service such personnel ceiling augmen- 
tations as may be determined to be necessary to effect an equitable dis- 
tribution of personnel requirements for logistics support. 

(f) Full authority should be delegated to field commanders to determine 
how logistics support can be provided within their commands. 


6. The body of DA cable * * * expanded the reference mate- 
rial above as follows: 

(a) Army made responsible for storage, issue, and depot mainte- 
nance air-drop equipment and all other QM air items specified in 
SR 700-50-5. 

(6) Air Force intends to arrange for transfer from Army to Air 
Force of all responsibility for storage, issue, and maintenance by 
Army for both services, except subsistence and such other classes as 
may be agreed upon on interdepartmental basis. 

(c) Air Force does not intend to take over storage and issue respon- 
sibility for vehicular POL in either France or Germany. 

(d) Air Force intends to provide for its own complete medical 
service, including hospitals in France. 

(e) Air Force does not intend to take over operation of water ports 
or military land transportation. 

(f) Air Force wishes to utilize existing Army facilities in France 
for hospitals, bakeries, bath, and other similar services. 
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(g) Full responsibility is on Air Force after July 1, 1954, either 
to provide own logistics support or to arrange for it to be furnished 
by EUCOM. 

(h) DAF intends to have Air Force in France seek EUCOM sup- 
port as follows: ; Bet 

(1) Rations: Army will continue to handle bulk distribution. Re- 
imbursement for subsistence will be effected at department level. 

(2) Class II supplies: Air Force will handle all storage, distribu- 
tion, and issue of Air Force organization equipment and spare parts 
for such equipment. Division of stock, etc., to be taken over by 
Air Force by June 30, 1954. 

(3) Class III-POL: Army responsible for distribution bulk storage 
of class ITI and IITA. 

(4) Class IV: Construction equipment and materials for Air Force 
construction will be stored and issued by Air Force, and construction 
equipment and materials for Army construction will be stored and 
issued by Army. 

(5) Class V: All ammunition required by Air Force will be stored 
and issued by Air Force. 

(¢) Army will be responsible for provisions of all types of support 
to USAFE in France until June 1954. During the interim, USAFE 
will take over as many of its future responsibilities as it is able. 


* * * * * * * 


7. Further, Army-Air Force agreement at departmental level on 
January 10, 1950, concerning transfers of certain personal property 
in accordance with the National Security Act of 1947, includes the 
following provisions: 

(a) Depot stocks of major end items common to both Army and Air 
Force in the European Command have been divided and allocated. 
and separate credits set up for Army and Air Force shares. 

(6) In addition, all other depot stocks common to both Army and 
Air Force in the European Command (except subsistence and pe- 
troleum) will be divided and allocated, and separate credits set up 
for Army and Air Force shares as soon as capabilities permit. 

(c) Whenever a service assumes bulk storage responsibility for its 
stocks of an item, in accordance with AR 700-40/AFR 67-49, that 
service will be responsible for initiating requisitions upon the conti- 
nental United States for replenishment of its stocks. 

(d) The using department will assume storage, issue, and depot 
maintenance for items purchased by the other department for which 
there are counterparts already in the using departments depot system. 

8. In compliance with this January 10, 1950, agreement, we have 
been in the process for a year and a half of dividing all stocks in 
EUCOM depots into two piles, one for the Air Force and one for the 
Army. We had no official information concerning the plan to es- 
tablish Air Force depots in France to handle the Air Force share 
of these items until we received the Magruder cable. 

9. Based upon the problems of command relationship and logistic 
support responsibilities brought out by the above policy directives, a 
committee meeting between senior representatives of CINCEUR, 
CINCNELM and CINCUSAFE was held in Heidelberg in July. 


The committee was givin the following mission : 
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(a) To establish, by means of mutual agreements, a solid basis upon 
which all these services can satisfy their logistics requirements in 
France in the most efficient and economical manner. 

(6) To aid in the accomplishment of the above, a group of joint 
working committees were established to work out recommended 
agreements in France upon the following subjects (chart 2) : 

(1) Command relationship. 

(2) Requirements, distribution, and maintenance responsi- 

bilities. 

(3) Budget, Fiscal and Finance Service. 

(4) Construction policies. 

(5) Medical support. 

(6) Communications responsibilities. 

(7) Transportation Service relations. 

(8) Procurement relations. 

(9) Personnel services. 
(10) Provost marshal and special investigation activities. 
(11) Post exchange and class VI. 
(12) Service responsibilities. 
(13) Adjutant general functions. 
(14) Investigation and administration of tort claims. 
(15) Legal problems. 

(c) Today we have proposed draft agreements on the working level 
for all but three of these. These draft agreements are being used as a 
basis for operations and budgeting. We hope to have the agreements 
finalized and signed by December 15, 1951. We do not have any 
proposed agreement on command relationship, construction, or post 
exchange operations. 


10. The agreement of greatest urgency was that on depot supply and 
* 


distribution operations. * * 

11. The Magruder cable, in essence, made the Army responsible for 
receiving and storing supplies. * * * This action would cause 
the Army to greatly expand its depots in France to handle Air Force 
supplies * * * when the supplies would be moved to new Air 
Force depots, thereby leaving large Army depots partially empty. 

12. In order to reduce this overconstruction of Army depots in 
France, we have an agreement which indicates the date prior 
to * * * the Air Force will begin to store its own supplies. For 
example (chart 3): 

(a) The Air Force is now preparing to take over full depot responsi- 
bility for chemical items * * *. This will be a gradual process. 

(6) Depot responsibility for Engineer equipment and construction 
supplies in support of Air Force will be assumed * * *. 

(c) The Department of the Air Force and Department of the Army 
have agreed to have Army continue to be responsible for depot support 
of both Air Force and Army medical supplies in the ZI. Therefore, 
the Army will continue to maintain this responsibility in Europe also. 

(d) Depot storage of Ordnance supplies and equipment in support 
of Air Force will be Army’s roupenatinhits until * * * when Air 
Force will assume responsibility. After * * * both Army and 
Air Force depots will store spare parts for 214-ton trucks, 14-ton 


trucks, etc. 
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(e) Depot storage of ordnance class V. Air Force has already 
assumed depot storage responsibility for Air Force ammunition, 
bombs, etc., in France. However, until development of Air Force 
depots in France, the Army depots in France will continue to furnish 
area within their depots to meet Air Force requirements with the 
funds furnished by Air Force. 

(f) QM supplies and equipment were the first items to be allocated 
between the services and are simple to store, so it is planned that the 
Air Force will have its own QM depot in operation in France * * *, 

(g) Agreements at departmental level in Washington provide that 
the Army will continue to be responsible for rations and fuel storage 
and issue. 

(h) The signal and transportation depot problem is the same as 
those above. The Air Force will assume full responsibility in 
Pebey 08 4, 

13. Now, let’s look at the housekeeping, maintenance, and move- 
ments responsibilities in France. We will call this service support 
responsibilities. 

(a) In general, we have made the Army responsible for service 
support in areas predominantly Army; Air Force in areas predomi- 
nantly Air Force; and in areas where both strengths are great enough 
to support two support facilities, each has been made responsible 
(chart 4). 

(6) This chart illustrates this procedure. Each black circle on 
this chart is 70 miles in diameter. This is considered the maximum 
distance for personnel to drive for logistics support. However, in 
most cases the great majority will be living much closer to the service 
support activities. The red numbers indicate the projected Air Force 
population in the circle and the black numbers the Army * * * 

(c) Intheareasof * * * the Air Force will be responsible for 
service support and any small Army elements located therein will be 
supported by the Air Force. 

(zd) In the areas of * * * for example, the Army will be re- 
sponsible for service support, and any small Air Force elements locat- 
ed therein will be supported by the Army. 

(e) Inareaslike * * * the Army will be responsible for serv- 
ice support until Air Force strengths become sufficient to require a 
duplication of facilities in order to support the over-all number in 
the area. At that time the Air Force will establish the duplicate in- 
stallation (chart 5). This chart shows a breakdown of some of the 
services covered. (Discussion from chart.) 

(f) Each military service will budget for providing service sup- 
port to its respective installations and communities within its area 
of predominant interest, and for estimating the funds required to 
render support to elements of the other two services for inclusion 
in their budgets. 

14. Gentlemen, I have given you the background as to why it has 
been necessary to develop these agreements, and I have covered briefly 
the broad provisions of the agreements. Are there any questions? 

15. I will be followed by Colonel Wells, who will discuss supply 
management. 

Thank you. 
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FURTHER STATEMENT OF COL. LUCIEN F. WELLS, CHIEF, SUPPLY 
BRANCH, LOGISTICS DIVISION, EUROPEAN COMMAND 


Colonel Wetts. Mr. Chairman, members of the subcommittee, gen- 
tlemen : 
I. INTRODUCTION - 


1. I will briefly discuss those supply functions and responsibilities 
of EUCOM from a supply management viewpoint with particular 
emphasis upon those matters in which your committee has expressed 
an interest. 

2. The Secretary of Defense, in a directive to the military depart- 
ments and other agencies of the Department of Defense, dated July 
17, 1951, formally set forth his policies in the matter of supply man- 
agement. These policies are largely applicable to this command and, 
insofar as our mission permits, are the basis of our supply system. 

3. EUCOM supply procedures and system are established under 
Department of the Army directives. They are patterned after those 
employed within the zone of the interior in order to obtain and insure 
uniformity, simplicity, efficiency and ease of operation. 


Il. EUCOM SUPPLY SYSTEM 


1. The EUCOM supply system is quite similar to that of other 
theaters. This schematic diagram (chart 1) portrays the procedures 
and steps involved in filling the supply pipeline between the ZI and 
EUCOM and the subsequent movement of supplies to the using 
agencies (consumers). 

2. The major steps in this procedure are requisitioning, shipment, 


storage, and issue. 

(a) In order to maintain our stocks at the prescribed levels, our 
chiefs of Technical Services (under the policy guidance and super- 
vision of the Director of Logistics) periodically forward requisitions 
to the New York Overseas Supply Division (OSD). The basis for 
the preparation of these requisitions is principally data based on issue 
experience in the theater. 

(6) These requisitions, after screening, are forwarded by OSD to 
appropriate ZI depots for supply action. 

(c) The depots then ship the requisitioned supplies to ports of em- 
barkation. 

(d) Ports of embarkation consolidate shipments, and ship the 
supplies to EUCOM ports. 

(e) EUCOM ports unload the supplies and, based upon shipping 
instructions furnished by EUCOM technical services, immediately 
ship by rail to the proper depot. The ports do not store supplies ex- 
cept in emergency. 

(f) EUCOM depots receive, store, maintain in storage, and ship out 
supplies required within EUCOM either to the using Seventh Army 
units or to the various military supply agencies. 


Ill. REQUIREMENTS DETERMINATION 


1. The Commander in Chief, EUCOM, is responsible for the supply 
of all items (except items of Air Force supply and equipment) to all 
Army and Air Force troops in Germany and France. 








LY 


en- 


ties 
lar 
sed 


rt - 
uly 
an- 
nd, 


der 
ose 
ure 


ner 
res 
nd 


ng 
nt, 


yur 
er- 
ns 
for 
ue 


ly 











FEDERAL SUPPLY MANAGEMENT 1249 













2. In fulfilling this responsibility, EUCOM determines over-all 
authorizations for supplies and equipment as a basis for current re- 
quisitions and long-range planning. 

3. Requirements in this theater include— 

(a) Initial equipment requirements to provide initial issue of equip- 
ment or to complete shortages in initial issue. 

(5) Replacement, maintenance and consumption requirements to 
maintain initial equipment. 

(c) Safety or reserve requirements to establish or replenish an 
approved safety level. 

(d) Project requirements to provide equipment or supplies not 
authorized by established allowances which are designed primarily to 
meet foreseeable needs in event of emergency. 

4. The composition of the requisitioning objectives for EUCOM is 
shown in chart 2 (explain). 

5. By far the greatest amount of supplies requisitioned is to meet 
replacement, maintenance and consumption requirements. Requisi- 
tions are normally placed monthly for any one item, although several 
requisitions for different types of. items may be submitted during the 
same period. The theater levels of supply for all classes of supply 
are indicated in chart 3. 

6. In addition, because of the mission of this theater, we maintain, 
as previously stated, supplies for special projects. * * * 



























IV. DEPOTS AND DEPOT STOCKAGE 









1. Army supply depots within the European Command fall within 
two categories, namely, operating depots and special theater reserve 
depots,“ *"'* 

2. Operating depots provide the space and facilities for the receipt, 
storage and issue of operational, or issue, stocks. * * * 

3. Special theater reserve depots provide facilities to receive and 
store special theater reserve stocks. * * * 

4. In providing required depot facilities, due consideration is being 
given to certain major factors: 

(a) Budgetary limitations (dollars and deutschemarks). 

(6) Development of adequate storage space with a minimum of re- 
habilitation and construction in the shortest time possible. 

(ec) Dispersion, accessibility and selection of sites with room for 
expansion, 
* 














* * * 








* * * 








5. Operating type installations within the American zone and the 
French northern zone presently have a fluctuating * * * level 
of supply to support current troop strength and operational require- 
mente, o Po5% 1:4 







V. WAREHOUSING 










Warehousing in this theater consists of the usual types—open and 
covered. While we maintain the prescribed storage standards the 
condition of our warehousing is governed largely by availability. 
Existing facilities are used to the maximum. The next chart, No. 6, 
sets forth in considerable detail the warehousing used in this command. 
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VI. INVENTORY 


1. The cycle type of inventory is generally used throughout EUCOM. 
This is accomplished at depots by the Chiefs of Technical Services 
through their depot commanders. These inventory reports are used 
to— 

(a) Furnish an accurate report of stock on hand by quantity, con- 
dition, and location ; 

(6) Check of storage on hand against authorized level; and 

(c) Determine quantity for requisition. 

* * ~*~ * * * 


VII, SUPPLY ECONOMY 


1. Supply economy, or conservation, continues to be an integral 
part of EUCOM programs at all levels of command. Effective pro- 
grams are enforced to impress the individual soldier, the unit, sub- 
ordinate commands and the supply services with the importance of 
supply economy and its resultant effect on the rearmament program. 

(a) To improve the individual and small unit supply economy, 
EUCOM conducted a command-wide competition on company level 
for a best-unit award in 1949. Following the competition this portion 
of the supply economy program was decentralized to subordinate 
command level. Appropriate commanders are charged with the re- 
sponsibility of developing and enforcing the practice and apprecia- 
tion of economy by every individual in his command. 

(6) Technical Service liaison teams inspect organization and sta- 
tion supply accounts. These teams insure that the accounts have only 
such equipment and supplies as authorized and in prescribed quan- 
tities. With this control, inventories are kept at a minimum essential 
for sound operations. 

(c) Thiscommand prescribes adequate levels for the supply services 
and insures that such levels are not exceeded. Overseas requisitions 
are carefully screened and substitutes or alternate sources of supply 
are investigated. Technical Service depot operating space is analyzed 
monthly to insure adequate use of all available space. 

2. Supervision of this program is accomplished by command in- 
spections, staff visits, and periodic reports. For example, inquiry into 
all aspects of the program is made by the KUCOM Director of Mili- 
tary Posts and by the Inspector General at their annual inspections. 

5. The turn in of all excess supplies is a continuous program. 
Squipment authorization lists are periodically screened and depots 
and supply points are inspected for excesses. Items turned in for 
salvage are carefully screened for possible rebuild. All excess usable 
items are returned to supply channels as expeditiously as possible. 

4. Extracts from current reports covering the first quarter of fiscal 
year 1952 show that a monthly average of 13,715 line items having a 
value of $8,404,972 were reclaimed. 

5. Other economies effected are as follows: 

(a) A decrease in loss and damage to Government property. 

(6) Improved maintenance of clothing and equipment. 

(c) A reduction in reports of survey. 

(d) Conservation of coal and electricity. 
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(e) More efficient use of expendable supplies. 

(7) Less tendency to hoard supplies and equipment. 

6. Another significant activity which is closely related to supply 
conservation is our rebuild program. 


VIIT. DISPOSAL OF SCRAP AND SURPLUS 


1. On July 1, 1945, 11,285,000 long tons of United States supplies 
and equipment were on hand in this command. Of this amount it 
is estimated that approximately 150,000 long tons now remain for 
operational needs. This tonnage, consisting principally of slow-mov- 
ing supplies, is stored in depots along with the faster moving items 
and is issued to fill issue demands. Accordingly, we are now prac- 
tically on a complete requisition basis from the zone of interior since 
these excesses are almost exhausted. The next chart (chart 8) indi- 
cates the disposition of these wartime supplies. 

2. The basic policy providing for the disposition of surplus, in- 
cluding scrap, is made by the Department of the Army, based on con- 
gressional law. Policy set forth by the Department of the Army is 
merely implemented and interpreted in this command. 

3. Certain specific policies set forth by the Department of the Army 
and executed in this command in the sale of foreign excess property 
are: 

(a) Sales are made on the basis of adequate competitive bidding; 
authority for deviation from this policy must be obtained from the 
Department of the Army. 

(>) Lots are offered in reasonable quantities to permit all bidders, 
small as well as large, to compete on equal terms. 

(c) Wide public notice is given concerning sales. 

(7) Adequate time intervals are scheduled between notice and sale 
to afford all interest purchasers a fair opportunity to buy. 

(e) Sale of property is on a “where is, as is” basis. 

(f) Whenever the total acquisition cost of property, including 
salvage and scrap to be offered in any one sale at any one time ex- 
ceeds $50,000 a report is made to the Department of the Army. This 
report indicates the type of property involved, acquisition cost, and 
types of bidders to be solicited and is to insure that sales of foreign 
excess property are made in accordance with the foreign policy of the 
United States. 

(q) Bidders are warned and sales contracts carry a provision stat- 
ing that the property (except scrap metals) is forbidden to be.im- 
ported into the United States unless exceptions to this restriction are 
made by the Department of Commerce or the Department of Agri- 
culture. It is the responsibility of the purchaser to obtain such 
exceptions. 

(h) Sales to certain countries are restricted. 

(4) Sales will not be made for credit or foreign currency without 
prior approval of the Department of the Army. 

(7) All strategic materials excess to our needs are reported to the 
Emergency Procurement Service, General Services Administration, 
Washington 25, D. C., for the purpose of determining dispositions, 
either by transfer to stockpile or by sale to satisfy deficiencies for 
current industrial requirements or by disposition in accordance with 
existing law. 
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4. In accordance with these policies property excess to the needs of 
EUCOM is screened with— 

(a) Other technical services of the command; 

(6) Other overseas commands (USFA and Trieste) ; 

(c) Navy and Air Force in the theater prior to reporting to the 
appropriate Department of the Army technical service from whence 
disposal instructions are received. In all cases wherever the total 
acquisition cost of the property, including scrap and salvage, to be 
offered in any one sale exceeds $50,000, a report is made to the Depart- 
ment of the Army. 

5. The Quartermaster is the agency responsible for disposal of 
scrap and salvage in this command. It disposes of property not only 
for the Army but for the Air Force and Navy elements of this theater 
as well. Responsibility for the disposition of excess property gen- 
erated subsequent to October 31, 1948, was delegated to the Army 
upon the liquidation of OFLC in the fall of 1948. 

6. During the period October 31, 1948, to October 31, 1951, the 
following disposals were transacted : 

(a) Seven thousand three hundred and thirty-nine long tons of 
dollar-procured property (surplus), with an original acquisition cost 
of $3,948 ,696.42, at a return of $539,629.38. Sales were divided almost 
equally between United States and foreign buyers. The bulk of this 
tonnage consisted of deteriorated subsistence items and excess World 
War II post-exchange toilet and sundry items. 

(6) Three hundred twenty-six thousand eight hundred and eighty- 
six long tons of salvage and scrap were sold for $5,341,526. More than 
two-thirds of this salvage and scrap was sold to United States buyers 
and the balance to foreign buyers. The bulk of this tonnage consisted 
of ferrous scrap; other types consisted of nonferrous, rubber, leather, 
textiles, and miscellaneous salvage and scrap. 

(c) Korty-nine thousand six hundred and twenty-nine long tons of 
salvage and scrap were sold for deutschemarks. Proceeds of these 
sales amounted to 3,150,102 deutschemarks or the dollar equivalent of 
$750,024. Most of these sales were conducted at post level and con- 
sisted of the following scrap and salvage items: smal] amounts of fer- 
rous and nonferrous scrap, rubber, leather, textiles, paper, cardboard, 
glass, lumber, kindling, used lubricants, miscellaneous scrap and sal- 
vage, garbage, kitchen, waste, and condemned subsistence. 

7. As of October 31 only a few items of surplus property were avail- 
able for sale. These include— 

(a) Nine hundred forty-one thousand three hundred and sixty-two 
gallons of lubricant gear, unsuitable for use due to presence of a cor- 
rosive agent. 

(6) One million three hundred twenty-five thousand seven hundred 
and eighty 1-pound cans of baking powder which is partly deteri- 
orated. 

(c) Twenty-five 1942, five-passenger Chevrolet, Ford, and Plym- 
outh cars which were Air Force property. They are nonoperative 
and are unserviceable and unecomically repairable. 

8. At the present time 1,715 long tons of aluminum ingots are being 
shipped back to the United States for use by Ordnance. Shipping 
instructions for return to the zone of the interior of all other accumu- 
lations of nonferrous scrap excess to EUCOM needs are presently 

















FEDERAL SUPPLY MANAGEMENT 1253 





awaited from the Department of the Army. A total of approximately 
7,221 long tons of ferrous scrap are now on hand in addition to 13 
salvage captured enemy vessels. This tonnage has been reported to 
the Department of the Army and disposition instructions are awaited. 
At the present time no aluminum, copper, brass, lead, zinc, or ferrous 
scrap is being sold. It is anticipated that sale by adequate competitive 
bidding of approximately 784 long tons of textiles, rubber, and leather 
of salvage and scrap items will be held in the near future. 


IX. TRANSFER OF LOGISTICAL RESPONSIBILITIES BETWEEN AND ALLOCATION 
OF STOCKS TO ARMY-AIR FORCE 


1. The allocation of common-user stocks to Army-Air Force is the 
first step leading toward physical transfer of stock and transfer of 
logistical responsibility. 

2. The initial allocation to the Army and Air Force of common- 
user stocks in this command was in implementation of a Department 
of the Army directive of September 1948, and was limited to major 
end items. Physical transfer of stocks allocated to Air Force in 
Europe was not directed. An agreement was made between Army and 
Air Force in Europe as to the methods and procedures to be followed 
in effecting this allocation, along with supply procedures to be fol- 
lowed subsequent to the action. Six hundred and fifty major end items 
were allocated. 

3. In June of 1950 the Department of the Army and the Depart- 
ment of the Air Force authorized allocation of all remaining com- 
mon-user quartermaster items, except subsistence and POL, thereby 
increasing the number of quartermaster items allocated from 128 
under the initial action to 15,821. There remained unallocated from 
other Technical Services approximately 190,216 common-user items 
including spare parts. 

4. A directive was published on March 16 of this year directing 
allocation to Army-Air Force of all other depot stock common both 
to Army and Air Force except subsistence and POL. It is hoped that 
this phase of the allocation will be completed by most of the Tech- 
nical Services by February 1, 1952. 

5. Allocation of stocks in itself is only a part of a much larger 
program—transfer of logistical responsibilities between Army and 
Air Force, including transfer of stocks. Chart 9 indicates the addi- 
tional responsibilities after allocation and until physical transfer of 
stocks, 

6. The Department of the Army, in June 1950, directed the physi- 
cal transfer of items in Air Force technical orders for which both 
Army and Air Force stock numbers are available. In general the 
classes of items involved in this action and transfer were quarter- 
master office supplies and furniture; engineer—pipe, sandbags, abra- 
sives, enamel, varnish; ordnance—automotive small parts, solder, 
cheesecloth, and similar items. The action was completed by Octo- 
ber 1, 1950. 

7. A directive published in October 1950 dealt with the assign- 
ment of certain responsibilities to heads of Army Technical Services 
for items of Air Force supply. Items so assigned were light air- 
craft and engines, parts and accessories, special-purpose clothing, 
aerial delivery equipment, and other items. 
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8. Still another directive, that of April 1951, transfers ownership 
of and defines Army and Air Force supply responsibility for selected 
items of enlisted men’s clothing and equipage. Responsibility for 
self-support of these items was placed on Air Force as of April 1, 
1951. 

9. Short-range (prior to July 1, 1954), logistical support will con- 
tinue to be furnished Air Force by Army until agreements are ap- 
proved at departmental level and transfer of responsibility is actually 


made. 
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10. This command has implemented all directives concerning allo- 
cation and transfer of logistical responsibilities and is maintaining 
prescribed schedules for accomplishment of the transfer. 


X. SUPPLY COORDINATION 


1. Supply coordination between EUCOM, Navy, and USAFE in 
Europe has been covered in the previous presentation. 

2. The Director of Logistics, EUCOM, coordinates the actions of 
the seven technical services. This is accomplished by providing 
supply policies, standardizing procedures whenever possible, provid- 
ing common planning information and data to the technical services, 
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establishing balanced levels of supplies, promulgating SOP’s 
(EUCOM circulars) for command-wide guidance, and by making 
staff visits to units, installations, and subordinate headquarters, «as 
well as to the technical service divisions. 

3. In short, Logistics Division translates plans provided through or 
by the Operations, Plans, Organization and Training Division into a 
logistic “sketch” which is passed on to the technical services. The 
technical services develop the “sketch” into detailed blueprints and 
proceed to execute the tasks outlined. Technical service detailed 
plans, as well as their execution, are regularly examined by Logistics 
Division to insure conformity with the original concept. Coordina- 
tion is effected at the lowest levels possible, thus reducing time spent in 
funneling papers upward.through channels. 

4, Likewise, Logistics Division monitors coordination between the 
technical services in cases that cannot be resolved between themselves. 

5. Supply coordination in EUCOM isa real, live matter. Without 
it, we would not be able to receive the Army and Air Force augmenta- 
tion troops as we have been doing. EUCOM and USAFE have been 
working in daily contact to make our stocks satisfy all requirements. 
The same necessity has emphasized coordination among our techi- 
‘al services. In addition, we are constantly coordinating with De- 
partment of the Army in supply details in order to attain a well- 
rounded system of supply for the support of the EUCOM mission. 

6. I will be followed by Colonel Harvey who will speak on “Pro- 
curement.” 


CHART 9.—Responsibilities after allocation, until physical transfer 


. Prepare separate forecasts of requirements—Army-Air Force 

. Establish separate stock levels—Army-Air Force 

Maintain separate availability listings—Army 

. Maintain separate supply control records—Army 

. Prepare separate Army-Air Force requisitions on zone of the interior for 
same items—Army 

6. Maintain separate records on status of zone of the interior requisitions—Army 

7. Maintain separate records on status of local procurement—Army 
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FURTHER STATEMENT OF COL. GEORGE A. HARVEY, CHIEF OF 
PROCUREMENT, LOGISTICS DIVISION, EUROPEAN COMMAND 


Colonel Harvey. Gentlemen, my discussion will cover briefly pro- 
curement by the European Command. 

Our basic procurement function is to obtain those items, needed for 
our forces here in Europe, which are not obtained by normal requisi- 
tion procedures from supply sources in the United States. 

Procurement functions and responsibilities are carried out by the 
various technical services of this command, following in general the 
same responsibilities as are assigned to the Department of the Army 
chiefs of technical services. Similarly, the EUCOM Logistics Division 
bears the same relationship to its technical services as the Department 
of the Army G-—4 has to the chiefs of technical services in the United 
States, in establishing and implementing coordinated and effective 
procurement policies and procedures. 
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CATEGORIES OF EUCOM PROCUREMENT 


EUCOM procurement is divided into two categories which are quite 
different, DM procurement and dollar procurement. Although each 
has its own legal basis and its individual procedures, they are coordi- 
nated and controlled to obtain our requirements from the European 
economy without duplication. 

DM procurement may be defined as that which is accomplished in 
Western Germany, using occupation cost DM funds. It is limited 
to meeting the needs of the United States forces in Western Germany. 
This type of procurement is not affected by the familiar “contracts” 
which are legally binding on both the supplier and the buyer. Under 
the Hague Conventions, the commander in chief of the occupying 
forces may levy upon the economy of the occupied country to meet 
the needs of his forces. Based on this authority, the occupation forces 
issue orders that necessary supplies or services will be furnished by 
the designated individuals or agencies. International law, as imple- 
mented by the Allied High Command and the United States High 
Commissioner of Germany, also establishes the limitations upon such 
levies that are necessary to permit the economic rehabilitation of the 
country and to insure maintenance of the standards of living for 
Germany provided by the Potsdam agreement. 

Procedurally, DM procurement is accomplished by issuing a formal 
written order to the supplier to furnish the specified supplies or serv- 
ices when and where required. Inthe United States area of Germany 
this document is known as a “requisition demand.” Under interna- 
tional law, a fair price must be paid by the occupation forces for 
the items so demanded. ‘This price may be fixed by the occupation 
forces, and is usually comparable to the prevailing market prices for 
like items. Payment is made after the delivery of the items by fur- 
nishing the supplier a “requisition receipt.” This receipt is, essen- 
tially, an order by the occupation forces to the German Occupation 
Cost Office to pay to the named supplier the amount that is stated 
on the requisition receipt. Such payments are booked as occupation 
costs. Individuals who are authorized to issue such demand and 
payment documents are appointed by a published order of the appro- 
priate commander. 


LOCAL PROCUREMENT BY ARMY TECHNICAL SERVICES 


Our technical services perform centralized procurement of items 
that are to be issued from depot stocks. The procurement offices of 
the technical services are located throughout Western Germany so 
that they may most effectively contact the firms and agencies that can 
provide the items needed by the different services. The Quarter- 
master, for example, has procurement teams located in almost every 
military post, as it procures in Germany hundreds of line items in 
large quantities. The Medical Division has only one procurement 
office, which is here in this headquarters. Because of the specialized 
nature of its requirements and the relatively small amounts required, 
this office is sufficient to perform the medical procurement mission. 

These central procurement agencies of the technical services procure 
such items as office and quarters furniture, vehicle replacement or 
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spare parts, hospital and dental equipment, electronic equipment, fire- 
fighting equipment, and so forth. The military posts, which are sub- 
ordinate commands, procure services and facilities within their areas 
of responsibility as well as those items which are not economically 
adaptable to depot stockage and issue. An example of this type of 
procurement is the demand for replacement parts for the many types 
of German civilian heating, lighting, and plumbing equipment that is 
installed in the facilities used by our forces. Local procurement of 
these items is far less costly than superimposing the thousands of such 
items upon the depot systems. 

The items that will be procured from the German economy are de- 
termined by the technical services in accordance with established 
stock-control levels and availability in Western Germany. * * * 

Requirements for items to be procured from the German economy 
are consolidated by Logistics Division and are submitted to the High 
Commissioner of Germany for allocation 75 days in advance of the 

calendar quarter in which the procurement is to be made. This action 
particularly aids us in meeting our needs for items deemed to be in 
critical or short supply. These allocations, when approved by the 
High Commissioner of Germany, are published by that office as “man- 
datory assignments.” This programing not only provides for our 
requirements but also precludes the exploitation of the local economy 
and aids in the economic rehabilitation of the country. 

The principles of the ASPR’s and the APP’s, which safeguard the 
best interests of the United States.in expending public funds, are 
embodied in EUCOM directives governing DM procurement. The 
statutory provisions and clauses of these regulations are not appli- 

sable to DM procurement which follows the Hague Convention. 

General Bradshaw earlier presented a chart ‘which showed the 
distribution of occupation costs. This chart shows not only the in- 
creasing amount of supplies being procured from the German economy 
but also shows the accelerated rate of procurement obligations. 

Let us now consider dollar procurement for a few minutes. This 
may be considered as that procurement made by EUCOM agencies 
in Europe using dollars that have been appropriated to the Depart- 
ment of the Army. It is not limited to the needs of our forces in 
Germany but includes any procurement action which may be directed, 
for which dollars are authorized. This type of procurement is fully 
governed by the ASPR’s and the APP’s. The negotiations, documen- 
tation, and awards are the same as followed by Stateside procurement 
agencies. Procedures and statutory requirements followed in the 
United States are modified only to the extent authorized by the 
Department of the Army directives. 


% * * * * * 


OFFSHORE PROCUREMENT IN NATO PROGRAM 


Our dollar procurement falls into two classes: that. for EUCOM’s 
normal needs using dollars appropriated to EUCOM, and for off- 
shore procurement as the Department of the Army purchasing agency 
in Europe. Prior to this fiscal year, dollar purchases were relatively 
small and were limited largely to perishable subsistence. However, 
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the increasing demands upon continental United States production to 
meet the augmented United States military requirements, as well as to 
provide for NATO commitments, is causing more and more reliance 
to be placed upon the European production potential for items which 
can be produced here. The increased use of Europe’s production fa- 
cilities 1s shown on this chart by comparing dollar procurements of 
this fiscal year with those of last year. In addition to the increase 
shown here, several potential procurement programs aprpoximating 
$300,000,000 have been assigned by the Department of the Army for 
implementation. These programs include many Ordnance, Signal, 
Engineer, and Quartermaster items. The dollar procurement figures 
shown here include the commitment of approximately $——— of pilot 
items for military security program. 

In offshore procurement, many factors not a problem in the United 
States must be considered and evaluated. Some of these are: The 
price must be comparable to United States cost ; the effect on the United 
States economy must be weighed; procurements must be integrated 
and coordinated with NATO plans; political and military security 
problems must be considered: European specifications must be ac- 
ceptable; and the fiscal problem caused by national currencies and 
currency laws must be solved. Advance payments to suppliers are 
found to be necessary in more instances. This is particularly true in 
those cases where some retooling or plant expansion is necessary. In 
meeting our procurement requirements now, we are being faced with 
the same problems in all of Europe—not only Germany—that have 
already arisen in the United States. Lead time before delivery is in- 
creasing ; many materials are becoming scarcer ; a shortage of machine 
tools is delaying production expansions; and, of course, costs are 
rising. 

MILLIONS 
1500 











Vien 




















94756—52——_81 





1260 


MILLIONS 


FEDERAL SUPPLY MANAGEMENT 



































MILITARY 
CONSTRUCTION 

















HEIDELBERG, GERMANY-—EXHtrirT 1 
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JSAFE to CINCEUR. 


‘INCEUR request for clarification of DA 1% 
June cable. 

Representatives of CINCEUR, CINCNELM, 
and CINCUSAFE. 

First Meetings of Working Groups. 

DA clarification as requested by 14 July eable. 

Completion of draft agreements on 11 of 14 
subjects. 

Review by all staff divisions and major sub- 
ordinate commanders of CINCEUR, 
CINCNELM, and CINCUSAFE. 

C)NCEUR to CINCUSAFE. 

Re-editing and writing, based upon = abov 
comments. 
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CINCNELM, and CINCUSAFE. 
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HEIDELBERG, GERMANY—EXHIBIT 2 
Logistics RESPONSIBILITIES IN FRANCE—SERVICE SUPPORT 


Hospitalization and medical services: Army responsible in areas predomi- 
nantly Army. Air Force responsible in areas predominantly Air Force (cross- 
servicing where necessary). 

Construction: Army responsible, exclusive of designated Air Force and Navy 
base complexes. Air Force and Navy responsible within their respective base 
complexes. 

Transportation: Army responsible for overland transportation and water-port 
operations. Air Force responsible for air transportation and aerial-port opera- 
tions. Navy responsible intertheater water transportation. 

Communications: Army responsible for establishment, operation, and main 
tenance of signal communications exclusive of Air Force and Navy base com- 
plexes. Air Force and Navy responsible within their respective base complexes, 

Maintenance (field depot) : Each service responsible for own field maintenance, 
Each service will be responsible for depot maintenance of items within their 
depot (cross-servicing to maximum to reduce duplication). 

Miscellaneous services (examples: Commissaries, post exchanges, movies, de- 
pendent schools) : Army responsible in areas predominantly Army or where Arm) 
strength is sufficient to justify. Air Force responsible in areas predominant], 
Air Force or where Air Force strength is sufficient to justify. Each service wil! 
support minority forces of other services in their area of responsibility. 


HEIDELBERG, GERMANY—EXHIBIT 3 
INFORMATION FOR THE BONNER SUBCOMMITTEE NoveMBER 23, 1951 


Question. “How many administrative people are involved in operating the pipe- 
line from the ZI to EUCOM depots?” 

Assumption. It was assumed that all personnel handling supplies were to be 
enumerated and not only those doing administrative work in order to give a 
relative idea of what a separate pipeline for the Air Force would entail. 

Answer. Military and civilian personnel involved in operating the pipeline from 
ZI to madainets depots as of October 31, 1951. 
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1 Includes labor service units. 


Remarks. 1. Numbers quoted in the table include personnel in the EUCOM 
port areas, depot personnel, stock control personnel in headquarters, and move 
ment personel. 

2. Excluded from strength figures were personnel engaged in base maintenance 
shops repairing and rebuilding equipment, in Engineer Bridge Park, and an 
estimated number to exclude those engaged in preparing local procurement 
contracts and handling locally procured supplies because the same personne! 
handles all supplies in a depot whether received from ZI, from local procurement, 
or from rebuild. 

3. ComZ personnel includes not only people involved in handling supplies in 
the pipeline, but also all personnel engaged in support of ComZ. Due to reloca- 
tion of stock and troop augmentation, it is anticipated that ComZ personnel will 
increase substantially during the coming year. 
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SATURDAY, NOVEMBER 24, 1951 






House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Paris, France. 


The subcommittee met Saturday, November 24, 1951, at the Amer- 
ican Embassy, Paris, France, Hon. Herbert C. Bonner, chairman of 
the subcommittee, presiding. 

Members of Congress present : Herbert C. Bonner, chairman, Harold 
D. Donohue, W. J. Bryan Dorn, Bill Lantaff, Sidney A. Fine, Cecil 
M. Harden, Charles B. Brownson, and Thomas B. Curtis. 

Staff members present : Christine Ray Davis, chief clerk; Thomas A. 
Kennedy, detieoall counsel; Herbert Roback, staff member; Annabell 
Zue, minority clerk; Ray Ward, Bureau of the Budget; Nathan 
Brodsky, consultant, Munitions Board; John Elliott, State Depart- 
ment escort officer; and Brig. Gen. Clarence C. Fenn, Department of 
the Army escort. 

Members of the embassy staff and military personnel present: Gen. 
Dwight D. Eisenhower, Codeonsidat in Chief, Supreme Headquarters, 
Allied Powers in Europe; Maj. Gen. Edmond H. Leavey, Assistant 
Chief of Staff, Logistics, SHAPE; Brig. Gen. Frank A. Henning, 
deputy director, Logistics, EUCOM; Brig. Gen. James F. Early, 
USAF, Assistant Chief, Logistics Division, SHAPE; and Mr. R. G. 
Cleveland, First Secretary, American Embassy, Paris, France. 


STATEMENT OF GEN. DWIGHT D. EISENHOWER, COMMANDER IN 
CHIEF, SUPREME HEADQUARTERS, ALLIED POWERS IN EUROPE, 
MARLY, FRANCE 


Mr. Bonner. General, we are interested in your views on how our 
military supply. can be improved. We should like to discuss the sub- 
ject initially, and then submit a memorandum with some subcommittee 
inquiries, After an opportunity for study, you may forward a written 
statement on the points developed. 

General E1isENHOWER. Gentlemen, you have asked me what I had in 
mind, as far as common supplies are concerned, when General Spaatz 
and I made what you refer to as the Eisenhower-Spaatz agreement 
several years ago when I was Chief of Staff of the Army. That’s a 
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broad question, but I believe I can give you a simple answer by saying 
that when General Spaatz and I served together during the last war 
we frequently discussed ways and means of reducing what we believed 
to be a waste of supplies and of manpower through duplication of 
effort between the services. I reached the conclusion, and I am sure 
that he did also, that something had to be done to provide a system 
under which each service and each force could have all that it needed 
for its operation without a lot of duplicating hospitals, depots, and 
other supply overhead. I felt that much could be done to improve the 
situation that existed in the services at the end of the war. Conse- 
quently, when Spaatz and I talked things over in Washington after 
the war, we agreed that the policy on which the Army and Air Force 
supply and service arrangements should be based would be that of 
common service to the greatest possible extent. The so-called Eisen- 
hower-Spaatz agreement was intended to implement that agreement 
on basic policy. 


NEED FOR STANDARDIZATION OF COMMON SUPPLY ITEMS AND SERVICES 


Since you are primarily interested in common supply items and 
common services, I can illustrate some of the things I had in mind by 
giving you a few examples. Take blankets and bed sheets, for ex- 
ample. I saw no reason why there should be numerous types, sizes, 
and specifications for those things. I believed that a good blanket 
could be bought by the Department that would serve the needs of all 
Departments, and so could a good sheet. There was no need to have a 
number of different sheets or different blankets, merely because some 
were needed, for example, in barracks, others in hospitals and others 


on ships. Mops, brooms, soap, and other ordinary supplies are also 
good examples. Inthe same way, I could see no good reason why bread 
baked in an Army bakery could not be eaten by Air Force men, and 
vice versa. This same reasoning can be applied to the majority of 
commonly used equipment, such as rifles, et cetera. Mind you, I am 
referring now only to items and services that have some common use, 
and not to the technical items which are limited in use to one service. 


GENERAL EISENHOWER ON DEPARTMENT OF SUPPLY 


With reference to my views on a Common Supply Service or similar 
organization, I will say that at the end of World War I, I was greatly 
impressed by the philosophy of a man under whom I served who felt 
that a common supply service was the most satisfactory way of ap- 
proaching this problem. However, after getting more experience and 
seeing some of the possible weaknesses in that type of organization, 
I have come to the conclusion that it would be better to develop what 
we now have along proper lines, and with proper authorities vested 
in the Secretary of Defense, than to adopt the idea of a fourth service. 


NEED TO STRENGTHEN AUTHORITY OF SECRETARY OF DEFENSE 
I fee] that what is really needed to accomplish what you gentlemen 


are seeking is to vest in the Secretary of Defense sufficient authority 
and responsibility to permit him to accomplish whatever degree of 
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improvement in the efficiency and economy of our service and supply 
systems as is now necessary or that becomes necessary as time passes. 
I believe that the Secretary might well have a civilian Assistant 
Secretary to look after the development and improvement of our 
military supply system, but I am not in favor of having such an 
assistant placed by law in direct control of the supply organizations 
in each of the military services, nor should his powers and detailed 
duties be prescribed by legislation. Rather, they should be delegated 
to him by the Secretary. He should function as an Assistant to the 
Secretary, not as an independent official, and any ‘authority needed 
should be vested by legislation in the Secretary, not the Assistant. 
This Assistant Secretary might well function as Chairman of the 
Munitions Board as a part of his duty, acting under authority of the 
Secretary. : 
































NEED TO DIVEST BOARDS AND AGENCIES OF LEGISLATIVE AUTHORITY 






In this connection, I feel that consideration could well be given toa 
review of existing legislation which prescribes the duties and author- 
ities of such bodies as the Munitions Board, with the objective of 
vesting such authorities in the Secretary of Defense rather than in 
his individual assistants or in boards within the Defense Establish- 
ment. 









CAUTIONS AGAINST HASTE IN CHANGING MILITARY SUPPLY SET-UP 









In any determination by the Secretary or his Assistant for Supply, 
or by the Congress, of steps to be undertaken to improve military 
supply administration, my view is that you should make haste slowly. 
Those problems cannot be solved overnight. For example, I believe 
that if an Assistant Secretary of Defense were created, the Secretary 
and the Assistant Secretary should be required to live with their jobs 
for a sufficient length of time—say 3 or 4 years—to permit them to 
understand fully the problems involved and to reach some conclusions 
as to what is neded in the way of organization changes or other modi- 
fications of the present system. Then, and not until then, the Con- 
gress might call for a report and recommendations to give you a basis 
for possible legislation. All this, of course, presupposes that the 
Secretary is meanwhile given sufficient authority to make decisions on 
points where services cannot reach agreements. 













NEED FOR UNIFICATION OF LOGISTICS IN THEATERS 









With reference to your question as to whether there is a need for 
unification of logistical operations to support unified commands in our 
overseas theaters, I will say that I am convinced that more unification 
is needed in logistical matters in all theaters. To my mind, the senior 
United States commander in any theater—be he of the Army, Navy. 
or Air Force—should have responsibility and powers for the over-all 
coordination of logistics and the exercise of all possible economies in 
common items or common supply functions. 
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COMMENTS ON SERVICE TRAINING SCHOOLS 


You bring up the question as to how our present military schools 
at West Point and Annapolis can train commanders in the handling 
of triphibious forces. Actually, these schools are giving instruction 
in these techniques, but they do not exist for this purpose. Whereas 
our service academies at West Point and Anapolis give the cadets the 
rudiments of military training, their primary purpose is to develop. 
ment of character which will go to — the foundation of career- 
service officers. The training in which you gentlemen are specifically 
concerned should come from all of our service schools, after the cadet 
or midshipman is comissioned, beginning at the lowest and running 
up to and including the National War College. A careful study of 
their curricula to see that these service schools fully emphasize this 
highly necessary type of training is a well worth-while project. 

With respect to the question of independent supply systems, I fully 
agree with the thought that “it is common ieseie toe that warfare 
today requires continued use of land, air, and sea forces in every oper- 
ation of any consequence.” However, I have already given you an 
answer toa previous question that is equally applicable here. 


DEVELOPMENT OF SUPPLY CONSCIOUSNESS AND DISCIPLINE 


I believe that this covers, in a general way, all the questions that 
you gentlemen have asked me. I am fully in sympathy with your ob- 
jective of eliminating waste and reducing the cost of the Military 
{stablishment while still providing all of the supplies and services 
that the Armed Forces need. The services are as vulnerable to the 
pitfalls of bureaucracy as anyone else. I believe that development 
of a greater supply consciousness and supply discipline throughout 
the military services would assist in achieving economy, and congratu- 
late you on the steps you have taken to emphasize that aspect of your 
objective in your visit to this area. Again, our service schools could 
make a great contribution in this respect. 


STATEMENT OF MAJ. GEN. EDMOND H. LEAVEY, ASSISTANT CHIEF 
OF STAFF, LOGISTICS, SHAPE, MARLY, FRANCE 


Major General Leaver. Mr. Chairman and members of the subcom- 
mittee, the purpose of my talk this afternoon to you is to show you as 
briefly as I can, and as clearly, the position which SHAPE—which 
is the headquarters for General Eisenhower—occupies in the scheme 
of NATO affairs; to outline to you briefly the reason why we're doing 
what we’re doing; and then to show you the influence that we have in 
the particular type of activity that you’re covering—that is, the supply 
of and the expenditure of money for the support of our forces. 

= * * * * * * 


As a very legitimate action, I’m sure that each of you could ask 
me millions of questions I couldn’t answer based on what I’ve said. 
However, as a means of telling you the type—not the total, but the 
type—of work that SHAPE does in the field in which you're in- 
terested, and to answer some of the unspoken questions, I’ve de- 
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veloped two small illustrations. One I based on air, and one I based 
on the Army. 

I told you earlier that SHAPE develops certain Air Force re- 
quirements, and then in addition to that we have to develop the 
locations and the facilities from which those forces will operate. 
The air base requirement is covered by a plan which might best be 
illustrated by this [indicating new chart]. This again is a schematic 
chart. It does not mean that every dot on this chart is at exactly 
the same point as the field on the ground. 


FUNCTIONS OF SHAPE IN AIR FORCE CONSTRUCTION 


The blue dots and the blue dots with half red and the blue dots 
with quarter red all represent air bases which SHAPE or its pred- 
ecessor organizations have developed as a part, the first part, of 
the air-base program designed to accommodate the air forces which 
will support the ground sh meeting this Red threat. SHAPE’s 
part in that, I repeat, is to place the requirements, in general to 
specify the locations, and then to prescribe the minimum standards 
up to which any field must be built. Beyond these minimum stand- 
ards, each field which is occupied by the troops of any nation must 
be provided with such additional facilities as the nation owning the 
troops wishes to have. I have tried to illustrate that by this little 
chart. 

On this part of the picture you see a landscape, we'll say for 
example, in France, which has been picked as the site of one of the 
air fields, one of the blue dots such as shown on that last chart. The 
nation in which the field is to be built is obliged, under the NATO 
agreements, to furnish the site and the utilities leading to the site; 
that is, power lines, roads, water lines, and so forth. SHAPE then 
picks up the job and prescribes certain standards which each of these 
fields must meet before it can participate in the international financ- 
ing, which goes to provide a common-use facility which might be 
occupied by the air force of any nation engaged in this activity. 
When this particular field is finished to the standards prescribed by 
SHAPE, it passes out of the international financing phase. We'll 
say it’s then assigned to the United States Air Force, for example. 
The United States Air Force, then, would be expected to provide 
those things which it, as a force, needs or feels that it needs for its 
troops, such as the barracks, mess halls, certain types of shops, and 
so forth, because those needs vary with every country. One country 
will have a low standard of housing and no shops, and another 
country a high standard and good shops, and so on. That, then, 
becomes the requirement for the user country to meet. 

The Army illustration I have presented in a very simple chart [indi- 
cating]. I’ve used an abbreviated map and some very disproportionate 
lines. The lines mean this: At the present time there is—and you’ve 
seen, I’m sure—at the port of Bremerhaven, in Germany, an American 
port facility. Troops, supplies, and so forth, coming in on ships 
docked there move generally down the line like that [indicating], 
and they are distributed into the American zone to the American 
troops. At the same time, there is a similar activity going on for the 
British troops. Supplies come into the port of Bremen and Hamburg 
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and move down a similar line into the British zone for distribution tv 
British troops. 


* * * * * * * 














Now, at that point, the stocking, the construction, the detailed 
determination of what’s needed in the way of facilities, passes to the 
national governments concerned. 

In order to establish those lines of communication, there have to be 
negotiations between governments, in this case [ pointing] between the 
* * * in this case, between * * * [indicating] to get those 
things established. And SHAPE doesn’t enter into those particular 
negotiations. 

I think with that background and a statement to the effect that 
SHAPE participating in the supply of national forces is limited to 
coordination and not to supply management, I’d like to terminate my 
part of this presentation and expose myself to any questions that you 
gentlemen would like to ask. We have here representatives from 
different staff sections who might pinch-hit for me if I can’t answer, 
and we also have representatives of the United States forces in Ger- 
many, and the Air Force for the same purpose. 

Mr. Bonner. The record will show that this is General Leavey. 

Major General Lravry. Yes, Maj. Gen. E. H. Leavey, Assistant 
Chief of Staff Logistics, SHAPE. 

Mr. Bonner. Are there any questions that the subcommittee would 
like to ask? 

Mr. Curtis. I would like to ask one, Mr. Bonner. I would like to 
ask you this, General. * * * Do the other armies all have their 
own supply lines, or will that be coordinated ? 


COORDINATING FUNCTIONS OF SHAPE 


Major General Leavey. Under the present NATO agreements, each 
nation is responsible for the support of its own forces. General Eisen- 
hower has the job of coordinating those, so that SHAPE, for him, is 
charged with the job of establishing a general coordination between 
the lines of supply of nations, but not between the various elements 
of national forces themselves. 

Mr. Curtis. Yes, sir. 

Major General Leavey (continuing). And maintaining those vari- 
ous national lines in some sort of a proper relationship. Does that 
answer your question, sir? 

Mr. Curtis. Yes, I think it does. In other words, you might use the 
American supply lines to —— other troops, too, but that would 
be the coordination of General Eisenhower at the time. 

Major General Leavey. That would be so, but also it would be 
subject to one other thing, in time of peace, and that’s the fact that 
every time you move a pound of beans or a pound of bacon somebody 
lias to pay for the move. So that, in times of peace, the movement or 
support of non-American forces over an American supply line requires 
much more than just coordination by SHAPE. It requires some agree- 
ments between the nations concerned to establish the proper financial 
relationships. 

Mr. Curtis. Yes, sir; but that’s done by our own forces. 

Major General Leavey. That’s done by your own forces; ves, sir. 
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Mr. Curtis. Thank you. 
Mr. Dorn. General, where does the command—does it overlap here 
in regard to air power? I mean by that, now, does strategic—in case 
of war with the only potential enemy that we have in mind, why, 
General Eisenhower has nothing to do with the strategic decision to 
bomb; only the support of the troops? 







GENERAL EISENHOWER’S AUTHORITY 







Major General Leavey. He actually has not only nothing to do with 
the strategic decision to bomb, but he doesn’t physically control or 
have command control over the strategic bombers themselves. He can, 
and undoubtedly would, be called upon for advice and would make 
recommendations; but the determination of strategic bombing is not 
in his hands. 

q Mr. Brownson. General, when we heard some of the testimony the 

- other day from both the air forces and from the ground forces con- 

__ cerning the development of supply routes, one of the reasons that was 
implied that the Air Force in this theater needed their separate supply 
system for common-defense items was because the Army at the present 
time was usingthe * * *., 

Major General Lravry. According to the best information I 
have 

* 


Major General Leavry. As far as the Air Forces go, the utilization 
of this line by the Air Forces is, I believe, still in the planning 
stage. * * *, Vd say that the utilization of the line by the Army 
and Air Force for their own particular types of supply, and for those 
other things for which they are responsible, would then be carried on 
under the agreements which the Commanding General of the United 
States Air Forces in Europe and the Commanding General of the 
United States Army in Europe make in accordance with the present 
standard procedure described by the Department of Defense. 

Mr. Brownson. Thank you very much. That clears up that point. 
Because that was given as one of the arguments as to why the Air 
Forces needed their own common-use supply system, and the expansion 
of their other supply systems, was because they were not capable of 
being satisfactorily supported from the * * * route. Now, if 
everybody is going to use this other supply route anyway, to my mind 
that negates that argument to quite a marked degree. 

Mr. Bonner. Mr. Donohue? 

Mr. Dononve. No questions. 

Mr. Bonner. Mr. Meader? 

Mr. Meaper. I am not quite sure that I understand just where the 
responsibility lies between SHAPE and EUCOM, for example. I 
have in mind a specific problem that was given some attention in the 
papers, the taxation of military equipment that our forces brought 
a here. Is that a problem which SHAPE would take responsibility 

or! 






















* * * * % % 
































TAXATION OF AMERICAN EQUIPMENT IN FRANCE 





Major General Leavey. The question of taxation of United States 
Army or Air Force equipment entering into France doesn’t process 
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_through SHAPE at all. There is an international agreement, calle| 
the Armed Forces agreement, which has been worked out in the Coun- 
cil deputies and the Council ministers, the groups which I showed at 
the top of this chart a while ago, which does or which will, when rati- 
fied by the nations, give a certain exemption from taxation on the part 
of any host nation to the forces of the allied nations going into that 
country. My understanding is that that has not yet been officially 
ratified by NATO. Insofar as the present movement of militar) 
equipment into France for the United States forces, under present 
conditions, and its taxation by the French Government is concerned. 
that rests entirely on the basis of an agreement between the Unite: 
States and the French Government, negotiated primarily by the 
United States Embassy and the French Foreign Sfice. According 
to my best information, no tax is imposed on the equipment our 
forces bring in for their own use. Any information on the extent 
of taxation, or of the features which are taxed, however, I think should 
come from the Army representative in one case, or the Air representa- 
tive in the other, depending on whose installations you were talking 
about. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpen. No questions. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanrarr. No, sir. 

Mr. Bonner. Thank you, General. 

Major General Leaver. If there are no more questions, Mr. Chair- 
man, I would say that the meeting would be terminated, with your 
approval. 

Mr. Bonner. Thank you very much. 

Mr. Kennepy. General Leavey, I understand General Early is pres 
ent; the subcommittee has expressed an interest in the effectiveness 
of the supply support that the Air arm did receive in World War II, 
which may have motivated the setting up of a separate supply system 
for common-use items, Air Force. General Early would lke to recite 
to the subcommittee a few examples of where they didn’t get effective 
support from the Army—— 

Greneral Earty. I was asked if I knew of any examples—— 

Mr. Kennepy. If the subcommittee will consider it, it might be well 
to have these views on the record. 

Major General Leavey. Mr. Chairman, I’m assuming that he’s be- 
ing asked that as a United States Air Force officer, rather than a 
SHAPE representative? 

Mr. Bonner. That’s right. 

Mr. Kennepy. For the record, General Early is stating this infor- 
mation based on past experience in World War IT and Ete assign- 
ments, but not as a representative of SHAPE, or arising out of expe- 
rience gained at SHAPE. 

Major General Leavry. Yes, sir, he’s on the staff of SHAPE, but 
he has only recently arrived. He has had some experience just before 
he came in here, however, with: United States Air Force installations 
at Wright Field, where he was in the supply division. 

Mr. Bonner To General Early. Come etoht up front, sir. 
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STATEMENT OF BRIG. GEN. JAMES F. EARLY, UNITED STATES AIR 
FORCE, ASSISTANT CHIEF, LOGISTICS DIVISION, SHAPE 


General Earty. I was asked during the luncheon period if I knew 
of any examples where—in which the Air Force had failed to receive 
adequate support by the Army at any time, and I said yes, that I did 
know of certain ones, but in most cases they have been brought to 
more successful coordination and conclusion. However, I do know 
of things that have happened in the past. And so I’m willing to tell 
what they are, except that I wish it understood that I’m speaking as 
an Air Force officer and not as part of this staff. 

Mr. Bonner. Well, General, you will please go right ahead and tell 
us about it. 





AIR FORCE SUPPLY PROBLEMS IN BERLIN AIRLIFT 


General Earty. When the Berlin airlift was inaugurated we were 
having trouble getting tools and equipment for use of mechanics to 
support aircraft in Europe. Under the existing system of procure- 
ment and supply, the Navy Department was responsible for the pro- 
curement of certain items which were stored by technical services 
for the Air Force. In order to meet emergency demands for hand 
tools, it was necessary for the Air Force to go to the various Army 
technical services and, instead of going to one agency and getting them 
directly—and it took us some 40 to 50 days to meet emergency require- 
ments; and because of the need, we went on to the open market and 
bought these items ourselves, in the Air Force. We feel, and did feel 
at that time, in the Air Force, that there should be a central agency 
who could control all tools and get them delivered, rather than hav- 
ing them go toa number of different agencies. * * * 

* * * * * * * 


Mr. Bonner. Most all of it has been in technical items ? 

General Earry. In technical items, yes, sir. ‘bhese things have 
been taken up with the technical services, and I think you'll find that 
inost of them have been corrected. 

Mr. Bonner. Common supply items; do you have any case of that ? 

General Earty. Common-use items; I specified the hand tools. 

Food is a common-use item. We have no problem with it. The 
Quartermaster General does a very fine job with that, and always has, 
toour knowledge. 

Mr. Fine. General, what kind of tools were those, specifically ; 
tools used by all the services ? 

General Earty. Tools used by the mechanics around the aircraft. 

Mr. Fine. They would be technical tools ? 

General Earty. Oh, no; not technical tools. The same thing you 
could buy from a hardware store. Hgwever, there were technical 
tools; and in the special type of technical tools, where we had storage 
and distribution responsibility, we were able to get those out im- 
mediately. 

Mr. Fine. Of course, that was an emergency; wasn’t it? I mean, 
there was no prior planning involved in the thing? 

General Earty. Sir, that is the basis on which the Air Force is 
constituted, to be prepared to move at any instant. And, unless 
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mr have those things ready to move at any instant, we cannot do our 
ob. 

Mr. Lanrarr. Well, had the ground forces who were supposed to 
supply those been informed and been alerted that those things would 
be needed as a part of your proposed plan? In other words, was there 
a prior planning element there, a staff study to enable the ground 
forces to know what you were going to need in case of emergency ! 

General Earry. I don’t think there was any prior planning in that 
‘ase for that type of emergency, sir. 

Mr. Bonner. Because, conceivably, you do plan for emergency, but 
there always comes along some emergency which no one planned for, 
which is the unfortunate part of it. 

General Earty. That’s right, sir. These items were made the sub- 
jects of reports both to the War Department, to the Army, and to the 
Air Force at that time. They were taken up by Mr. Barrows, with 
the Under Secretary of the Army, and it was a problem more of dis- 
tribution and—storage and distribution. We felt that the Air Force, 
in spending their money for tools or for other common supplies, should 
have available to them under their own distribution control the items 
they needed so that they could move them out at the time they needed 
them. 

AIR FORCE CONTROL OVER COMMON SUPPLIES 


It. was not considered proper militarily, and making for an effective 
Air Force to have to go through two or three different other channels. 
We felt that the man who had to do the job should also be the one who 
could order the items up. And we still feel that way. That has been 
made the subject of agreements in Washington, and is now being 


worked out there, so that items that the Navy buys, for itself, they 
store themselves. Items that the Army buys, they store themselves; 
and items that they—or, rather, not that they buy; that they provide 
the money for for their own requirements. Items that the Air Force 
budgets for and receives the money from you gentlemen, and then buys 
through the market agencies of the Navy or Army, are delivered into 
Air Force control storage so that they can be used by the Air Force. 
The Air Force had, at that time—and since then—it still has no objec- 
tion to any kind of central procurement, such as is done by the Muni- 
tions Board. But they do feel that if they have a requirement for a 
certain type of item, whether its common or otherwise, that it should be 
stored maybe in the same installation an Army—the Army runs, but 
that it should be capable of being ordered out by the Air Force imme- 
diately. . 

Mr. Dononvur. And by nobody else but the Air Force. 

General Earty. Yes, sir. 

Mr. Donouvr. In other words, you see, that’s where we’re con- 
cerned; because you're fillinganother pipeline if vou again—— 

General Earty. Yes, sir. Now, when Korea started, we had items 
that were purchased in the United States through the Air Force pur- 
chasing agencies that were resting in Army depots in Japan, because 
of the fact that the Army had the depots over there and were under 
Army control. Due tothe urgency, and due to the theater commander’s 
priorities, many of those items were ordered out for the needs of the 
Army and in some cases by the Marines, so that the Air Force troops 
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had to take second or third priority. Now, that was the theater com- 
mander’s decision on the use of those items. 

It still poses the problem of how the adjustment of funds will ever 
take place. Because when the Air Force budgets for its money, and 
gets its proportion, and then it’s not used by the Air Force, they are 
in the position of having spent their Air Force money, and it going 
to wnat: service; and it works the other w ay around, too. 

Mr. Brownson. Mr. Chairman, I’d just like to add a point there. 
| think the Wright Field solution on those hand tools was an ex- 
cellent one—that matter of quick procurement from a civilian market. 
In fact, in our first committee interim report, we feel rather strongly 
that, rather than stocking all over, as insurance in these emergencies, 
it's much more desirable, even from the standpoint of emergency, to 
pay a much higher price than under contract. We believe there still 
is ultimate economy by taking advantage of the civilian distribution 
system in those emergencies, and by procuring when you're in the 
common-use field. Now, of course, we appreciate that you cannot 
do that in—but I think that was an excellent solution of that problem 
on those hand tools. 

General Earty. I’m sure the same thing has been done by the other 
services. 

Mr. Bonner. There will always have to be emergency procurement, 
and I think they should be given some leeway. 

Mr. Dorn. Mr. Chairman, before we leave, Id like to ask General 
Leavey, in response to Mr. Mann’s question a moment ago, about 
the Government of France imposing import duties on military equip- 
ment and things of that nature. I understood you to say that is 
being worked out at a higher level, but did I understand you to say, 
General, that that has been done? That France has recently been 
taxing, or putting imports 


TAXES ON MILITARY CONSTRUCTION IN FRANCE 


Major General Leavey. No, sir: I don’t think TI said that any tax 
was imposed on import of military equipment. What I was referring 
to was such things as construction carried on in France, which is 
taxed today. 

Mr. Dorn. But their construction, of course, is being used, or will 
be used, for the defense of this country ? 

Major General Leavey. Yes, sir; but, so far as I know—and I be- 


‘lieve this is correct—the Government of France does not tax United 


States equipment imported into France for the use of United States 
troops here. 

Mr. Dononve. What about for the use of French troops? 

Major General Leavey. I do not know. 

Mr. Bonner. Who can answer that / 

Major General Leavey. I think possibly Mr. Porter might, but I 
believe that you all excused him earlier. 

Mr. Curtis. I think, Mr. Chairman, that this committee ought to 
have the answer to that question, 

Major General Leavey. You could get it right in the United States 
Department of Defense, that sends out—the Military Assistance Group 
there could get it for you, sir. 
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Mr. Curtis. I happen to know that, after the passage of a recent 
sroviso of one of the bills in Congress with respect to taxation, there 
is an intensive study on the taxation question being made now, and 
I'm sure this material Mr. Dorn is interested in will be available in 
Washington very shortly. 


STATEMENT OF R. G. CLEVELAND, FIRST SECRETARY, AMERICAN 
EMBASSY, PARIS, FRANCE 


Mr. CLeveLAND. General, my name’s Cleveland, from the Embassy. 
I think I can answer that question on taxation of imports. As far as 
the imports of military material into France are concerned, by an 
agreement which goes back several years, there is no duty charged on 
them. The question of taxation of construction here is a very knotty 
problem which is now being worked out, which I wouldn’t feel com- 
petent to go into, but it’s a problem which, as I understand it, is common 
to this type of work in all these countries, and is the subject of a great 
deal of study going on right now. As far as imports into France for 
the use of the French troops is concerned, I may say that that’s ob- 
viously taxed; it comes right into the French civilian economy, and 
is sold to the supply services, and it is, as far as I know, subject to the 

same duty that any other products imported into France are. Stuff 
for the American troops here is entirely free of duty. 

Mr. Dorn. That would apply to cannons, or tanks, or anything 
going to the French troops? 

Mr. CLeveLanpb. Yes, sir, that’s correct. 

Mr. Dorn. Are there any—as far as you know—you may not know 
the answer to this question 

Mr. CLeveLanp. Now, excuse me. The question of this end-use item 
under MDAP, I don’t care to speak on; I don’t know—I don’t know 
whether there’s a duty on that or not. 

Mr. Dorn. Maybe you aren’t qualified to answer this question, too— 
the reason why I’m asking is because of a lot of newspaper stories in 
the States. And I think, since American money is coming here, we're 
entitled to know the truth. I understand some troopships are being 
constructed for Russia in some of the ports of France, Belgium, and 
Italy—I don’t know. Is there anybody 

Major General Leavey. As far as I know, that is not the case. I’m 
reasonably certain that is not the case. However, with reference to 
the equipment being imported under the military assistance program 
into France and the taxation of it, ’d suggest that the best place for 
an authentic and accurate statement on that would be from the 
Department of Defense at home. 

Mr. Bonner. General Leavey, thank you very much. We will now 
stand adjourned until our meeting Monday morning, November 26, at 


ECA headquarters. 
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MONDAY, NOVEMBER 26, 1951 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DeparRTMENTS, 
Paris, France. 

The subcommittee met Monday, November 26, 1951, at the ECA 
Headquarters, Paris, France, Hon. Herbert C. Bonner, chairman of 
the subcommittee, presiding. 

Members of the Congress present: Herbert C. Bonner, Harold D. 
Donohue, W. J. Bryan Dorn, Bill Lantaff, Sidney Fine, Cecil M. 
Harden, Charles B. Brownson, and Thomas B. Curtis. 

Staff members present: Christine Ray Davis, chief clerk; Thomas 
A. Kennedy, general counsel; Herbert Roback, staff member; Anna- 
bell Zue, minority clerk; Ray Ward, Bureau of the Budget; Robert L. 
Cartwright and Lee Seymour, from the General Accounting Office; 
Nathan Brodsky, consultant, Munitions Board; John Elliott, State 
Department escort officer; and Brig. Gen. Clarence C. Fenn, Depart- 
inent of the Army escort. 

ECA members present: Henry R. Labouisse, Chief of the ECA 
iission to France; D. J. McGrew, assistant United States Treasury 
representative, American Embassy, Paris; Philip W. Bonsal, Minister 
Counsellor, American Embassy, Paris; Maj. Gen. George J. Richards, 
Chief of the Military Assistance Advisory Group in France; and Paul 
R. Porter, acting ECA special representative in Europe. 

Mr. Bonner. The meeting will come to order. Mr. Labouisse sup- 
pose you sit here so you can get this on the recording tape. Will you 
state your full name, title, and position and answer any questions that 
the subcommittee might ask you. The subcommittee will now hear 
from Henry R. Labouisse, Chief of the ECA Mission to France. 


STATEMENT OF HENRY R. LABOUISSE, CHIEF OF THE ECA MISSION 
TO FRANCE 


Mr. Laxouisser. I am not entirely clear what type of information you 
would be interested in. 

Mr. Bonner. Just tell us what you and your organization do, and 
some of your problems. 


Notre.—Asterisks denote classified material deleted for security reasons. 
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FUNCTIONS OF ECA MISSION IN FRANCE 


Mr. Lasouisse. The ECA Mission under its present set-up has 
what I believe to be four main functions: One is the assistance we 
can give in working with the French to help them maintain an eco- 
nomic base, which, in turn, will help them support an adequate defense 
etfort and also will preserve internal stability ; secondly, is to take what 
action we can in helping the build-up of the French defense effort, in- 
cluding military production both of France and also for the use of 
other NATO forces, including the United States; and third, a genera] 
type of operation I believe to be in the field of increased productivity ; 
the fourth, which is more of a general job for ECA rather than for the 
individual missions, but the individual missions must play a part in 
it—is the influence and pressure that we can bring to bear looking 
toward the unification and closer integration of the European economy. 

Now, if I may, I would like to deal first with the question of the 
economic base. I won’t go into much past history on that because 
I think you gentlemen will know a great deal about it and I venture 
to say some of you know more than I do because I haven't been 
on this job very long. 


FRENCH ECONOMIC SITUATION 


I believe that the history bears out the fact that up through the 
summer of 1950 there has been a very definite improvement in the 
French economic situation. Deterioration set in in the autumn of 
1950 for a varied number of causes—increased raw material prices, 
the need to increase imports, the increased burden from Indochina, the 
lack of a firm Government policy here (I think some are related to the 
election campaign) and also—and a very important one, a psychologi- 
cal factor which has been prevalent in France for some time and there 
has been a series of monetary deterioration over the past 35 to 40 years. 
If anything goes off a little bit in France, everything practically goes. 
It isnot aneven wave. It isa very sharp ups and downs. 


FACTORS IN FRENCH DOMESTIC ECONOMY 


The present situation is highlighted by two factors—the interna- 
tional dollar position and the internal budgetary position. On the 
internal budget, which they have recently proposed to their Parlia 
ment, civil expenditures amount to 1,375 billion francs. Public works 
expenditures are 200 billion. Reconstruction and investment expendi 
tures of 900 billion and a defense etfort of 950 billion—a total of 3,425 
billion for the calendar year 1952. Against that, they have estimated 
they can collect taxes of 2,600 billion and the rest be picked up by loans 
and some other noninflationary finances. But it leaves quite a large 
gap. On the military item we have 950. There really should be added 
2 120 billion franes out of the civil expenditures to compare to our sys 
tem of bookkeeping and also to the general system of NATO book- 
keeping, which in that upper item, I think, is about 120 billion francs 
in the nature of pensions, et cetera, which we would show as militar) 
expenses. 
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DECLINE IN DOLLAR POSITION 


So the presently contemplated French defense effort budget for 1952 
is 1,070 billion francs. Now in their international dollar balance of 
payments, the French were getting along quite well up until the sum- 
mer of 1950. Following the war in Korea, things went from bad to 
worse quite rapidly, and today the French dollar position is quite seri- 
ous—really serious. The amount of economic aid which can be made 
available to France in our fiscal year of 1952 is limited. The French 
quite recently decided that they must cut their dollar-import program 
in half. They started off this summer with roughly a $940 million dol- 
lar-import program. Because of the necessity of increased imports of 
coal, they later hiked it up to more than a billion dollars in imports. 
The French have gradually been whittling that down. They came up 
with a program of about 825 million, and the most recent suggestion 
that came up in Parliament was that they will have to cut it down to 
500 million. The effect that those cuts would be, I think, very serious, 
not only to the French economy as a whole, but to the defense effort. 
The items that would be hit if they cut back would be largely coal. 
petroleum, copper, tobacco, and wood pulp and wood products. If 
they would cut back, for instance, on cotton, in the first instance, it 
would not hurt the economy because they can buy cotton in other 
markets than the United States but at a considerably higher price 
than the United States cotton. It would have a delayed effect on the 
French because it would increase the price of textiles in France because 
of the higher cost of the raw material and put France in a bad com- 
petitive position even in her own overseas territories so that there 
would be an appreciable increase in the sales price of French cotton 
items. If they cut back coal, it would have an even more serious pros- 
pect, because of the necessity of coal in their heavy industries. The 
decision to reduce their import program to 500 million has not been 
taken tirmly to my knowledge. I think they are considering that and 
it depends on their estimates on what sort of dollar assistance France 
will get and that dollar assistance can take one or two forms—either 
the regular type of ECA aid or possibly expenditures by the United 
States military establishments in France. 

So whether or not the French can pull themselves together and 
come through their present situation is very difficult to estimate. I 
personally think that they can, but I think in the immediate future 
a great deal depends on what we do and what we influence them to do. 

Their physical resources are very good. We believe that they could 
possibly alter their import program somewhat in the light of fewer 
dollar availabilities than they would like and still carry on the de- 
fense effort which would be sufficient under all the circumstances and 
at the same time maintain some internal stability. The latter point 
is extremely important. I think Mr. Bonsal will possibly touch on 
the economic situation in France and the greater necessity for interna] 
measures to deal with the measures which the French Government 
must take in order to build a supporting pattern. * * * T think 
generally in the field of fiscal control better credit policies, better tax 
systems and then, and very important, to carry forward the proposals 
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which are now before the French Parliament for antitrust legislation 
and to really enforce the laws, when they do appear on their books, 
against the monopolistic practices. 


INDOCHINA INFLUENCE ON FRENCH ECONOMY 


One problem which will always make the French situation uncer 
tain in the immediate future is Indochina and the amount of money 
which the French Government spends in the war in Indochina is in. 
creasing. It is estimated for the coming year—their fiscal year— 
which is the calendar year 1952, at over 400 billion francs; that is, 
over a billion dollars. That’s a large part of their defense budget. 

The next item which I have mentioned is defense production 
and military effort. Now the work of the ECA in that field is 
in the first place to encourage production in France of as much of 
their military end-items and military build-up as possible. There 
is a question involved there from time to time as to whether or not we 
should give France priority on machine tools and other equipment 
in their “military effort, the so-called clemency function of ECA for 
short materials and machinery. That has become very important. 
A recent example—the French ‘said they could build and double their 
production in jeeps if they had one machine tool. We had to go out 
and find out whether or not they, if they could get * * * they 
did get the machine tool. It is a question whether it came from the 
United States and had priority in our defense effort. So we tried 
to see in that case whether we could find one that would suit * * * 
serve its purpose in Europe and even then to recommend strongly to 
give them priority at home. Now, then they say they could more 
than double that production again, say, if they had 12 machines— 
machine tools of a different type. Well, then you have a much more 
difficult case. You can do one much easier than you can get 12. But 
that whole clemency function is, I think, going to be a larger and 
larger one as materials and goods are in shorter and shorter ‘supply. 
In the field of United States ‘military operation ; that is, procurement 
in France, whether for our own use or for other NATO purposes, | 
think, the mission has a very definite role to play. 

I would say it occurs to me there are two phases: The first phase 
is to have a general understanding as to what the industrial capacity 
is in France. In other words, a preliminary and general review and 
understanding as to whether or not the French can really manufac- 
ture X tons of ammunition and so many howitzers, etc, * * * 

The second phase is that when the Army decides when they want to 
place an order, they want to buy something. I think the job is very 
largely one of aiding procurement officials in making their proper 
contacts and in that connection I think we have a very definite obliga- 
tion to try to our best ability to learn something of the labor conditions 
in the plants, the labor-management relationships in the plant so that if 
there is a choice to buy say . "30 caliber of ammunition and the choice 
is between say a solid Communist union and a bad labor- management 
relationship as against one that is more or less lily white, we would 
naturally choose the lily white one. Unfortunately, you don’t get 
those black and white choices very often. But we are trying to build 
up, through the use of cooperation with the free French labor unions. 
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some idea as to the labor situation in the various plants having to do 
with military production. The next item I will mention is the 
ECA’s—I may say—its function is to stimulate increased productivity. 
‘There has been a great deal of talk in the American sectors and I sup- 
pose some in French circles as to whether or not the Marshall plat 
had been a complete success, the theory being that the industries have 
benefited and management has benefited by American aid. It hasn't 
gone down to the working level of the common man in France. 


AWARENESS OF MARSHALL PLAN AID 


I think very definitely that there is not a great awareness among the 
ordinary workingman of France as to what the Marshall plan is all 
about. On the other hand, he has benefited as every one else in France 
has from the Marshall plan because if they were not for it, my own 
personal opinion would be that the Communist menace would be a 
lot more serious. I think Mr. Bonsal will touch on that later on. 
There is a great deal to be done in France to have a better under- 
standing among the working classes of what the United States has 
been trying to do through the Marshall plan aid. I don’t think we 
can do it by force, but I think it is a question of gradual persuasion 
and influence. For that reason, we can comment on the technical 
programs which have been going on. There have been over a 
hundred teams, so called, going from France to the United States 
selected by the French Government, industry, and labor to study 
the various aspects of our economy. These teams have come 
back and this information is gradually spreading out in France. It’s 
a long educational process and I think we are beginning to see the 
fruits of it. There are situations such as the foundry seminars, in 
which labor and management—the whole group of foundries—have 
asked American experts to come over and they will have these seminars 
in order to study not only the basic layouts of the plant and productiv- 
ity but what your people think on labor—how labor shares in it— 
what your labor relationships are in the United States and that type 
of thing. There have also been individual cases of plants in which 
as a result of improved conditions and the increased productivity 
techniques within the plants, wages have been increased and costs to 
the consumer lowered. I think it is a slow process and one which we 
cannot force on them. We can use our very best influence with them 
at times and I think that’s the only way we can accomplish it. 

I think we had an unfortunate setback this year by having some 
publicity about the vast new production assistance drive which indi- 
cated to the normal Frenchman that the United States was going to 
come in and loan money to the individual Frenchman and we wound 
up by receiving hundreds of letters from individual Frenchmen as 
to how they were to have direct access to the United States Treasury 
and when we were going to give them the money. * * * We can- 
not deal directly with individual Frenchmen—there are not enough 
Americans to handle that job—and I don’t think the French Govern- 
ment would permit it—I do not think we should get into it but we can 
continue to help them as much as we can. On the other hand, the last 
point I will touch very briefly. That was the question of unification 
of Europe, as I said, that’s primarily an over-all ECA job, and in one 
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specitic case for any one mission. However, I think it is a job of the 
individual missions to bear in mind the importance which the Con- 
gress, and I think the Executive Branch of the Government, has 
attached to bring about closer collaboration among the European 
CONN rey 

Mr. Bonner. Well, Mr. Labouisse, we just want to get down to 
business. The American people are getting a little tired of these 
expenditures of money around the world. They want to know some- 
thing about the people they are trying to help; are they trying to help 
themselves by taxes, and if taxes are being paid by those who are able 
to pay. Now you have not, as I recall, given us much on the tax 
structure and of the policy of ECA as to bringing about a fair tax 
structure. Whether the poor are paying the taxes and the rich are 
not paying them as they are in other countries. We just want to 
know what is being done here and what ingenuity the ECA has used 
on their problem. 

Mr. Lazoutsst. Mr. Bonner, I can talk generally on part of that 
but I would like Mr. Drew to pick it up because he is more familiar 
with the tax situation and has been here longer than I have, and | 
think it is fair to say that in France today there are about from two- 
thirds to three-quarters of the taxes are indirect taxes. 

Mr. Bonner. So the ones that are wealthy don’t pay any more taxes 
than the ordinary man on the street except when his purchases are 
more / 

Mr. Lapoutsse. No; there is an income tax on a graduated basis 


and I think Mr. McGrew 
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Mr. Bonner. Well, Mr. McGrew 

Mr. McGrew. The highest bracket is about 84 percent. 

Mr. Bonner. Well, is that collected ? 

Mr. McGrew. Well, yes; there are obviously exasions of taxes, but 
a great number of the taxes are also collected. 

Mr. Bonner. What covers the balance of it ¢ 

Mr. McGrew. The balance is covered either by borrowing money of 
domestic capital or by matching ECA funds. 

Mr. Bonner. Well, would you balance the budget by counterpart 
ECA funds ?¢ 

Mr. McGrew. ECA funds have been a factor in stabilizing the situ- 
tion; yes, sir. 

Mr. Bonner. Thirty or forty percent ¢ 

Mr. McGrew. Counterpart paid this year for roughly 150 billion 
francs; that is 5 percent of the budget. 

Mr. Bonner. Now, how long do you think the United States is going 
to be able to carry this on? 

Mr. McGrew. Well, I think that’s probably a question for Mr. La- 
bouisse to answer. 

Mr. Lapovisse. I frankly don’t know, sir. I think that we have to 
use every effort, and we must use all our efforts to stop these expendi- 
tures. There’s no disagreement on that. 
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Mr. Bonner. Now you have been here how long in this program ? 
Mr. Lasouisse. I think the ECA started in April of 1948. 
Mr. Bonner. But we improved the percentage since that time? 

Mr. Lasoutsse. Do you mean the percentage of the deficit ? 

Mr. Bonner. Yes, sir. 

Mr. Laxzoutssr. Roughly, it must have been 40 to 50 percent of the 
expenditures in 1948, and we have rolled it—the deficit—back 10 per- 
cent in 4 years. Counterpart has played a part in this reduction; that 
is to say taxes have moved in and made up the difference between the 
deficit and the counterpart. 

Mr. Lantarr. * * *, 

Mr. Bonner. I was going to poll the membership. 
* * * * * . x 


Mr. Lazoutsse. The chairman asked what the deficit was. The defi- 
cit was roughly 50 percent before the counterpart funds started. It 
is now about 30 to 40 percent. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. What isthe percentage of the French budget allocated 
for military expenditures ¢ 

Mr. Laxoutsse. In 1951 it was estimated about 9 percent. 

Mr. Lantarr. Nine percent ? 

Mr. Lanoutssr. Yes, roughly 9 percent of the gross national pro- 
duction. Of the budget—roughly Wh dint one-third. 

Mr. Lantarr. About 33 percent ? 

Mr. Lanovtssr. Right. 

FRENCH TAXES 


Mr. Lantarr. Now what is the percentage of the gross national 
income collected in taxes ? 

Mr. McGrew. If you count the social-security contributions which 
are counted in Great Britain as part of the tax system and which in the 
United States form a fiscal source for the Treasury, you come out with 
32 percent of the gross national production paid by the French people. 
That includes also the subsidiary governmental units, that is to say 
the departments and municipalities—32. 

Mr. Lanrarr. That’s all taxes? 

Mr. McGrew. Those are taxes, sir, and also collections and not 
assessments, and includes the contributions to the social security 
system. 

Mr. Lantarr. I refer to the income tax that the gentleman men- 
tioned a few minutes ago—what is the percentage of the collections 
as compared to assessments / 

Mr. McGrew. What is the percentage paid as against the percentage 
due under the law ? 

Mr. Lantarr. Yes, that is what I meant. 

Mr. McGrew. Under the French procedure what is assessed is 
paid because the tax collector computes the bills. I would find it 
very difficult to give you any figures on this because if the French 
Government knew about it they would collect the taxes, and there 
would be no further difficulty. I think the evasion is very widespread. 
that is a common factor—a factor of common knowledge in France— 
there would probably be something like 80 percent. 
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Mr. Lantarr. Is that where one fails to file a return? 

Mr. McGrew. Yes, he files a return, but unlike our country he does 
not compute what is due. That is done by the tax collector—much 
the same way as is done for people in the lower brackets in our country. 
If I may say one point on the problem of tax enforcement the French 
Government has made a concerted effort during the period of the Mar- 
shall plan to improve tax collections in France. This I think is 
primarily at the initiative of the people collecting taxes because 
obviously the Ministry of Finance is faced with the problem like 
the one Mr. Labouisse touched on. He wants to do everything 
he can to get his receipts but it is done jointly at the suggestion and 
with the cooperation and encouragement, insofar as we could give 
it, of the United States authorities in France. They have succeeded 
each year in making some progress with their tax enforcement drive. 
The Minister of the Budget, for example, told the Parliament the 
other day that roughly 100 billion francs of taxes had been pulled in 
by the tax enforcement drive so far this year. That’s 100 billion 
frances out of a total collection of 2,300 billion based on the income- 
tax laws that are on the books now. 

Mr. LantaFrr. Have you made any estimate of additional revenues 
that might be received by the French Government if a rigorous col- 
lection program was followed. 

Mr. McGrew. Yes, there are a number of estimates. It is difficult 
for us to make our own independent estimates. The estimates run 
between 250 and 500 billion francs which would be added to this 2,300 
billion that has been realized. 

Mr. Lanrarr. Now what was the budget deficit ? 

Mr. McGrew. Well, the deficit was this year a little less than 700 
billion francs. 

Mr. Lantarr. So if there was a rigorous collection program here— 
vigorous and rigorous—the French could balance their own budget. 

Mr. McGrew. Well, that implies, sir, that you would continue to 
collect all the taxes that are now assessed in other fields. As the 
chairman pointed out, one of the major difficulties of the French tax 
system is that in some of the very important respects it is an inequi- 
table tax system, but if you succeeded in collecting the income tax 
due from all people and placing more of the burden on those people 
who ought to bear it by reason of their income and capabilities to 
pay taxes, you might want to give some relief on this very oppressive 
indirect tax system which makes it very difficult for the economy to 
function very efficiently and which also has many inequities. 

Mr. Lantarr. Well, there is no question about that. But we are 
missing one point. We are concerned about the oppressive burden 
and the inequities that the French people will have to put up with, 
but at the same time we forget that those same inequities and that same 
oppressive tax burden that we are trying to avoid for the French is 
being placed upon the American people. 

Mr. McGrew. No, sir; I don’t think that—I hope that our tax is 
not as inequitable as the French. 

Mr. LantarF. There is nothing fair about any kind of a tax pro- 
gram. When you are paying 500 taxes on a pair of shoes as you are 
in our country—then it is time for us to stop and realize that indirect 
taxes as well as direct taxes are oppressive. We have got to stop 
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worrying about somebody else all the time and start worrying about 
ourselves. And those of you who are in this game think about nothing 
but French people. 

Mr. McGrew. No, sir. Excuse me, sir, but I am a taxpayer just 
like you, and I feel this just as hard as you do. 

Mr. Lantarr. I hope you do, and I hope everybody will quit worry- 
ing so extensively about the excessive burden on the French people. 
We should tell the French that unless you collect the 500 billion more 
in taxes that ought to come in, we are not going to give you a dime. 

Mr. McGrew. You have taken a higher figure, and I would be in- 
clined to put it nearer the 300 billion frane mark if I may. 

Mr. Lantrarr. * * *, 

Mr. McGrew. Very well, suppose that they don’t. Where are you 
going to turn then ? 

Mr. Lantarr. * * *, 

Mr. McGrew. * * * TIT am convinced with all sincerity the 
French have over a period time * * “ made very decided efforts 
in this direction. * * * We have never missed an opportunity, 
and I wish you could have sat with us while we discussed this with 
the people with the Ministry of Finance time and time again. We 
have never missed an opportunity to tell them just the very things 
which you have cited to us and which we shall continue to do as long 
as we are here and in power to do so. 

Mr. LantaFr. The Congress would like to have your recommenda- 
tions which we could translate into law. We should be very firm in 
our demands, and they ought to resolve this tax problem before we 
give them any further money. It’s up to us to tell them and let them 
take it or not. 

Mr. MoGrew. I think Mr. Congressman, on that I share your views 
very definitely, and I also share your objective. The only question 
I would have is in the way of going about it so that if we say in 
our own law that unless the French do so and so within their own laws 
and set up a tax system the way we think that they ought to have it, 
that we are through with them. I think we may want to do that, but 
I think before making that decision we ought to know full well whether 
we really mean it or not, because if we get on that one and then we 
decide O. K. If France isn’t going to do this, then we are through 
with France or England or somebody else. If we are then prepared to 
fall back on ourselves and cut Europe loose, I think that is a decision 
we would have to make and Americans may want to make that decision 
any day now. 

Mr. Lantarr. * * *. 

Mr. Bonner. Proceed. 

Mr. McGrew. Well, you have heard the witnesses on the Philip- 
pines. 

Mr. Lantarr. * * *. 

Mr. Bonner. Well, that’s just the point. The Philippines balanced 
their budget because we asked them to. 

Mr. McGrew. Yes; they balanced their budget. 

Mr, LantaFr. * * *, 

Mr. McGrew. They balanced their budget in the sense that * * * 

could balance a budget in 20 years, and they have balanced it with a 
certain amount of counterpart aid. 
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Mr. Lantarr. * * *. 

Mr. McGrew. Well, it is our understanding that they collect all 
expenditures of these indirect taxes. 

Mr. Lantrarr. What is the French policy in taxing our military 
bases ¢ 

Mr. McGrew. They don’t tax them as military bases. They tax the 
expenditures which are required to construct our bases. As you well 
ma... ”.." 

Mr. Lanrarr. Is it a percentage ? 

Mr. McGrew. No, sir; it’s just collecting the regular taxes which are 
due on goods and services produced in France. 

Mr. Lanrarr. Now suppose we spend $5 million in constructing an 
airport for a mutual defense effort, what taxes would be collected ¢ 

Mr. McGrew. Well, insofar as you have goods and services produced 
in France, the main tax which you will pay is the production tax 
which is the best revenue yielder in France, which runs in manufac- 
tured items roughly 60 percent and on services roughly 5 percent. 

Mr. Lantarr. You mean there is no direct tax? 

Mr. McGrew. No taxes on the bases as such. 

Mr. Lantarr. We were given the information over in Germany that 
there was such a tax. 

Mr. MoGrew. You mean in France? 

Mr. Lanvarr. Yes; in France. 

Mr. McGrew. No, I think the tax trouble arises under the legisla- 
tion according to which we could not use the money to pay taxes, and 
we might say at this point that we have delivered to the French Foreign 
office a note asking for the opening of negotiations sometime around 
the 1st of December to relieve the United States from the payment 
of such taxes. 

Mr. McGrew. But the tax which is primarily of concern here is 
the so-called production tax, which is part of this indirect tax burden 
of which Mr. Labouisse has been talking about. It goes into all com- 
modities and manufacture in France on the following basis. Let’s 
take any given manufacturer—let’s take shoes. He goes out and buys 
his raw material, his leather, his electric power to run his plant and 
so on. In all of those, there are indirect taxes. Those are his costs 
for doing business. He sells his shoes for another price and he pays 
his tax on a difference between his selling price and his costs. Now 
the same way with a man who cuts down trees and furnishes the wood 
to the United States authorities, who are building a base in France, 
or concrete or something else and also it is the same way with the 
contractor. He pays the tax on his services and those two go into 
the French Treasury. This is something which we are trying to 
correct. I cannot give you a very good idea about what negotiations 
are going to proceed. 

Mr. Lanrtarr. In terms of our military program over here how 
much money do you estimate has been paid in taxes? 

Mr. McGrew. I'm sorry, sir, I cannot answer that, because I am 
not fully conversant with the military expenditures, but on the basis 
of the amount that has been spent so far, I would say it is very small 
because of military expenditures. 
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Mr. Bonner. A lot of money has been appropriated for EUCOM. 

Mr. McGrew. Well, it is running now—military expenditures 
will run about $6 million a month, but that is only in the last month 
orso. Over the rest of the year, it cannot be more than $6 or $7 mil- 
lion dollars—the total receipt you can say is 10 to 15 percent paid in 
taxes. * : 

Mr. Lantarr. But you have all our military expenses in the mutual 
defense program. 

Mr. McGrew. Excuse me, sir, not the mutual defense program so 
much as the defense. Well, I thought you were thinking of the specific 
law. 

Mr. LanrarF. I’m not thinking of anything in regard to a particu: 
lar law. 

Mr. McGrew. The Defense Establishment expenditures do have 
an element of taxes in them. 

Mr. Lantarr, We are speaking about our own expenditures in 
France. The money we spend in France on base construction, would 
you estimate that 10 to 15 percent of our expenditures goes for taxes? 

Mr. McGrew. We made an estimate and the Army asked an inde- 
pendent American bank here which deals with tax matters to make 
an estimate, and both estimates were very close, and they estimated 
that in construction costs the tax element is roughly 16 percent. 

Mr. LantaFr. Sixteen percent ? 

Mr. McGrew. Yes, sir. 

Mr. Meaper. Will the gentleman yield? 

Mr. Lanrarr. I yield. 

Mr. Meaper. Mr. Chairman, I wonder if it wouldn't be a good idea 
if our records contained copies of those studies. 

Mr. McGrew. I would be glad to furnish them to you, certainly. 

Mr. Bonner. Will you make a note of that so that we can get that 
in the record at this time. 

Mr. Lantarr. With references to military expenditures by the 
French, you stated 33 percent of the budget is used for military pur- 
poses. What percentage of the military expenditures are expended 
for the operations of Indochina ? 

Mr. McGrew. For 1952 it is estimated that 42 percent of the total 
military budget will go for Indochina. 

Mr. Lantarr. Now, within the last 3 years in terms of percentage, 
our ECA program has increased, has it not ¢ 

Mr. McGrew. In a percentage as related to what, sir? 

Mr. Lanrarr. To military expenditures—in other words, what per- 
centage has been spent by the French as compared to our ECA aid in 
the last 3 years? 

Mr. McGrew. Under military expenditures? We can make you 
a calculation, sir, but I can’t give it to you on the spur of the moment. 

Mr. Lantarr. * aie 

Mr. McGrew. The French defense effort has been on a curve like 
this and ECA assistance has been on a curve like this. ECA assist- 
ance has been declining over a period when the French defense effort 
has been rising, but MDAP, of course, has placed a very big role 
in helping the French to build up their military programs. General 
Ricliards will, undoubtedly, comment more in detail on that later. 
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Mr. Lantarr. It is my understanding that under the law and our 
present policy it is not possible for us to spend counterpart funds 
for construction of any military installation in France. 

Mr. McGrew. No, sir. You mean for the construction of our mili- 
tary installations? Oh, no; no, sir. 

Mr. Lantarr. You mean it can be spent ? 

Mr. McGrew. No; it cannot be. 

Mr. Lantarr. Well, that’s what I say—is that part of our law or is 
that part of the State Department policy ? 


USE OF COUNTERPART FUNDS 


Mr. McGrew. I believe that’s the law. The law defines very clearly 
what the counterpart funds should be used for, As you know, 5 per- 
cent are reserved and returned to the United States Government for 
use in its administrative expenditures, for strategic material expendi- 
tures and certain other things. Ninety-five percent is given—repre- 
sents the gift of the United States Government to the French Govern- 
ment and according to the law is to be used by the French Government 
in the agreement with the persons in the United States charged with 
administering this program for certain defined expenditures. Up 
until the passage of the Mutual Security Act, these mainly fell into 
two categories—either a stimulating of economic activity by produc- 
tive investments and the like, or else for purposes of monetary sta- 
bilization ; that is to say, debt retirement. 

‘ Mr. Lantarr. How much money is available now in counterpart 
unds? 

Mr. McGrew. I think as of last Friday—I think it was 2 billion 
frances in the 95-percent part. 

Mr. Lantarr. Two billion francs. 

Mr. McGrew. Yes, sir. That’s about $60 million. 

Mr. Lantarr. Now what projects are pending? 

Mr. McGrew. At the present time the agreements with the French 
run through the end of the calendar year of 1951. Those agreements 
provide that the counterpart should be devoted in part to reconstruc- 
tion and investment in France. That was up to 100 billion francs. 
That commitment has been met, and at this point forward we are 
operating under a new agreement. Under the other provisions of the 
agreement which says that the balance shall be used for military con- 
struction—procurement—for the French forces in France, and we 
are asking the French also if they would be willing to devote 10 billion 
frances to a deficiency appropriation which has to be enacted for the 
low-cost housing program. 

Mr. LanrarFr. So then we can say of this 20 billion francs that are 
now in the counterpart funds, it will be used to proportionately bal- 
ance the budget or for French military construction. 

Mr. Lasoutssr. Well, if you like that term, yes, sir. 

Mr. Lanrarr. Well, what term would you use? 

Mr. Lasoutssr. Well, you could say—people usually say it could 
be used to finance military construction and procurement in France. 

Mr. Lantarr. Well, I think there’s a lot of difference between those. 

Mr. Laxsoutsse. Well, no sir, it sounds different, but it really isn’t— 
to balance the budget. There is no expenditure made by the French 
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Government in France without appropriation sought by the French 
Parliament just as the United States has expenditures which have to 
be passed by the Congress of the United States. 

Mr. LantarFr. That’s right, but are we contributing funds directly 
to the French Government—to the treasury, with counterpart funds 
to help defray the deficiency or pay operating costs? 

Mr. McGrew. As all counterpart, more or hes operates that way, 
that is provided for in the ECA and MSA. 

Mr. Lan'rarr. Well now, about this military construction in France 
it can be a part of low-cost housing ? 

Mr. McGrew. Possibly. Provided that the French are in agreement 
the subject should be acted upon. 

Mr. Lantarr. The French appropriated $10 million francs for a 
base somewhere. They will do it in connection with us and we will 
approve if you ask us to allocate appropriated funds—$10 million 
in francs—for the construction of the base. That’s the way the thing 
actually works, isn’t it? 

Mr. Laxpoutsse. It could work that way, yes. 

Mr. Lantarr. How does it work then? 

Mr. Laxsovuisse. As I understand—I have not been on the early 
workings of this thing—the French have a budget—how much they 
are going to spend, I don’t know, on military low-cost housing and 
other things which the French are interested in. Now, it’s possible 
for us to go to the French and say—— 

Mr. Lanrarr. Let’s don’t talk about maybe it’s possible. How do 
we do it ? 

Mr. Lasoutssr. The French come to us—now, this is part of my 
limited knowledge. Mr. McGrew may take this to task—— 

Mr. LantaFrF. Well if he knows, let him tell it. 

Mr. Laxzouissr. Well, he can tell you, but let me tell you this part. 
We have made a commitment with the French that of the counter- 
part which accrued up to December 31, 1951, they could use 100 billion 
francs for low-cost housing. 

Mr. MoGrew. Productive investment. 

Mr. Laxzouisse. Productive investment—not military. But up until 
that point, the French could not use counterpart for military purposes. 
That was in agreement last spring, as I understand it. It said the 
balance over this 100 billion francs would be applied to military con- 
struction or production provided the law would be adapted; which 
at that point had not been adapted. Now the law was passed and it 
would permit, not only permitted, but authorized, $500 million equiv- 
alent in counterpart and alt countries should be used for military con- 
struction and production, and so forth. So having got the arrange- 
ment with the French last spring saving that if the law permitted 
that, this money could be used for military production for France and 
can draw on us for the counterpart accruing through December 31, 
1951, for counterpart used in their military and apply it to their mili- 
tary program. 

Mr. Lantarr. Do you use the figure “100 billion” ? 

Mr. Laxouisse. 100 billion francs. That was the amount, Congress- 
man, that was last spring, and it was agreed last spring that it was 
the maximum amount that they could use for productive processes 
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and low-cost housing, and so forth. Anything over that would be 
dependent upon the legislation. 

Mr. LantaFr. * * *. 

Mr. Laxouissr. They’ve withdrawn 100 billion. That money they 
have withdrawn. Now the balance of that may run from 40 to 45 
billion franes during this part of the year. The French have the right 
to call on us to turn the counterpart over and to be applied to their 
military budget for the calendar year 1951. 

Mr. Lanrarr. Then it’s just automatic pursuant to the agreement we 
have when they call on us to release those counterpart funds. 

Mr. Lapnoutsse. Now I would like to go a little further. What you 
say that has happened is a particular case and point. 

Mr. Lantarr.* * *, 

Mr. Lasovuissr. Now there are situations in which it is possible 
through the use of counterpart to get the French to do things they don’t 
want todo. I think one field has been to a certain extent to get them 
to increase their low-cost housing projects. It’s as the military pro- 
gram—it is going to be extremely difficult in this, with the counter- 
part falling off, the amount of counterpart is a relatively small slice of 
their total governmental expenditures to have any real effect on what 
they do through the use of the counterpart. It’s going to be money 
and become money in anyone’s league, but relatively speaking, their 
expenditure is not going to be something that you can sway one way 
or the other. I mean, you have got to use all our influence and persua- 


sion to get them to do the things we want them to do. * * *, 
Mr. McGrew. May I go back and make one comment about the 
agreements. * * * arrived at withthe French on what they would 


do in the particular field of military effort during the calendar year 
1951. This was one of the quid pro quos which the United States put 
out to balance the other scale on its side of the scale in which we per- 
suaded the French to go ahead and undertake a substantially larger 
military program. 

Mr. Lantarr. That's all. 

Mrs. Harpen. I had some questions on the tax structure which have 
been answered. Just when “3 you think we can discontinue ECA ? 

Mr. Lanovisse. Anytime. I think it is a very difficult thing to esti- 
mate. I think that the answer to that hes in Korea and in Russia and 
it lies in the Near East and it’s the world situation. I think the tension 
that the world is in today, we are going to have to have a limited 
period of time—how long I don’t know—find some ways and means 
of not just helping France but most of the European countries to find 
dollars to meet their imports which are necessary for our defense 
efforts. Now that doesn’t have to be ECA dollars in the sense that it’s 
“hand-out dollars.” I think that as time goes military procurement 
and military expenditures which we spend will provide the basis, so 
that it doesn’t have to be necessarily ECA, but I believe there must be 
dollars in any of these economies. * * * 

Mr. Bonner. Mr. Labouisse, these countries were self-sustaining 
countries at one time. 

Mr. Lanouisse. Yes,sir. Before the two wars. 

Mr. Bonner. The Congress is interested. We have been in this 
effort for 6 years. We realize the unsettled situation of the world 
and the different things that occur from time to time, but it is a fair 
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question to ask. Can aggression be contained in the effort we have 
already made? What interest have these people in getting themselves 
in a self-sustaining position again, notwithstanding the unrest of the 
world which we anticipate and in which we are interested? Now that 
is a fair question to ask people who have been in this field for 5 or 6 
years. 

Mr. Lapouisse. Yes; and I will answer that question by saying had 
it not been for Korea, France would be off our back now or pretty 
closely. 

Mr. Curtis. What has Korea to do with it? That’s what I want to 
know. 

Mr. Laxzouisse. Well, in the first phase there, following Korea, was 
a great increase in world raw material prices which affected countries 
like France, that had to pay much higher prices to import here. Fol- 
lowing Korea, there was a general desire on the part of the United 
States and the Western European countries to increase the tempo of 
their military efforts which required diverting some of their raw 
materials to military production. 

Mr. Bonner. Mr. Curtis? 

Mr. Curris. That has just happened in recent months, in fact—— 

Mr. Lapoutsse. Well, that’s what 

Mr. Curtis. In fact, we have been sitting in on hearings—I have on 
the smal] business committee for several months and that program has 
not even gotten started in the United States. It might get started in 
September of this year. 

Mr. Laxpoutsse. What program is that? 

Mr. Curtis. The program of distributing raw material through our 
production. 

Mr. Lapoutssr. Oh, no. I say the increase of the raw materials, for 
example the price of rubber and tin at the end of 1950 or the early 
part of 1951 multiplied several times. 

Mr. Curtis. Actually? 

Mr. Lanoutsse. And that has cost these countries, which had to im- 
port them, more dollars ordinarily than they would have to pay. 

Mr. Curtis. Actually, Korea should have stimulated rather than 
the other way around. I cannot say that Korea has any effect—it was 
the other way around—it should have helped those countries if they 
were trying to do something. 

Mr. Laxouissr. Well, all I can say, Congréssman, is that the facts 
will bear me out that there was an increase in prices following the war 
in Korea. While you may not have attributed it to Korea but in time 
sequence it followed Korea. Secondly, following that there was a 
build up in the military effort in these countries. 

Mr. Curtis. France, England, as well as all of them. American— 
and on resources which would have normally have come in then on 
consumption. Internal is less and less going into military. Let me 
me ask a question. How much is France contributing to the Korean 
effort—anything appreciable ? 

Mr. Lazoursse. It has some troops there; not a very large number 
though. It has one of the most highly decorated battalions in Korea, 
1 understand, but that’s a small contribution. It’s main contribution 
is in Indochina. 

Mr. Curtis. But they had that before Korea. 
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Mr. Lazoutsse. Not in anything like we say they spend. This year 
they spent far over last year’s budget. The budget for the calendar 
year in 1951 is about 308 billion francs and next year it will be 400 
billion. 

Mr. Bonner. Have you finished, Mrs. Harden? 


ECA PERSONNEL IN FRANCE 


Mrs. Harpen. I have one more question, Mr. Chairman. What 
is the total number of ECA personnel in France? 

Mr. Lazouisse. We have today—we are in the process of reducing, 
so Lcan't say exactly 

Mrs. Harpen. What was it before you started reducing ? 

Mr. Lazouissr. They had 108 American personnel and this figure. 

I cannot be too accurate, I think there was 140 alien—French, British, 
other than United States citizens. 

Mrs. Harpen. How much are you reducing ? 

Mr. Lagovisse. We are going to reduce, I think, around 20 or 25 
percent as against 10 percent of the legislation. 

Mrs. Harpen. That’s all, Mr. Chairman, thank you. 

Mr. Bonner. How did you get British citizens in a French mission / 

Mr. Lazovisse. I don’t know. I think they are people who are 
treated just the same as French—they cannot deal with any classified 
material or anything of that sort.. They act as secretaries and clerks 
and things of that sort. Why they were hired, those particular ones, 
I don’t know. The language was probably one of the reasons, so 
that we could have someone who could speak—that’s one of their 
problems over here. 

Mr. Bonner. We all speak the same language as the British. 

Mr. Laxzoutsse. Yes, but the British secretaries would have to speak 
French, which American secretaries do not have to do. 

Mr. Bonner. Mr. Dorn. 

Mr. Dorn. Mr. McGrew, IT would just like to ask you a few ques- 
tions. You told Mr. Lantaff a moment ago you were a taxpayer who 
knew what was going on in the United States. I wonder if you would 
tell this committee just how much of the American budget is going 
for the national defense. 

Mr. McGrew. Well, the expenditures according to the Treasury 
bulletin are now running at about $32 billion a year. The appropri- 
ations are much higher. 

Mr. Dorn. Well, what about this fiscal year ¢ 

Mr. McGrew. Which one? 

Mr. Dorn. Is that what you had reference to? 

Mr. McGrew. No, sir; I mean the calendar year of 1951. The 
Treasury bulletin of September—October shows the present rate 
of disbursements at roughly 30 to 35 billion dollars a year. 

Mr. Dorn. Could you tell us just what part of the average Ameri- 
can’s income goes to the Federal Government in taxes? 

Mr. McGrew. Well, I can’t tell you what part of the average 
American’s income. 

Mr. Dorn. How much percentage? What I am driving at, Mr. 
McGrew, is that you are the same as just all the rest of us. You 
are a representative yourself of the United States Government 
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abroad. You are an ambassador of democracy. You are ambassa- 
dors of the American form of government. And we ought to acquaint 
the French people with these facts—that six-sevenths of the pres- 
ent budget of the United States is going into national defense—not 
35 percent, but six-sevenths. That’s more than $60 billion for this 
fiscal year, and in 1934 the national budget of the United States was 
less than $5 billion. ; 

This year, the interest on our national debt is more than that total 
budget of 1954. And that gives you some idea of how serious our 
own economy is getting to be. We owe more money than all the 
combined governments of the world together. We are in debt to the 
tune of $267 billion dollars today and that doesn’t take into considera- 
tion State, local, and municipal debt, and the veterans’ part of our 
present budget is more than $7 billion. And just as I said before the 
interest on our national debt today is more than the total budget was 
for 1934, and many people were beginning to complain then about 
the WPA and its charity, so we can see that, in our country and think 
about our problems as Members of Congress. We get letters every 
day. In my district I have one county where the average income 
of the people is less than $1,000 a year. Those people are doing with- 
out a dam these next few years which they have asked for for years, 
in order to help the people of France, and Italy, and Greece and 
everywhere else. And I just want to emphasize the fact that we are 
not trying to put you gentlemen on the spot. We like you. We want 
you to represent America though and tell these people the truth. 
Now listen. I came through here in 1944. I was in Paris 10 days 
after the liberation, and I talked with the people of this country. At 
that time I didn’t find any possibilities to work from, but people didn’t 
come up to me like they do today and say, “Well, you are rich”—T 11 
take any number of people in the streets of Paris and they just stop 
me, and incidentally, they know an American. They spot you 100 
yards off—and I’ve had a lot of people to come to me since I have been 
on this trip here in Paris and say, “You are rich,” and ask for money, 
et cetera and say, “You are an American. We are poor people.” <All 
right now. What I want to know is how far are we going on the way 
to make beggars of these people—instead of educating the French 
people to the truth about what we Americans are spending and just 
how poor the average American is with a debt over his head of $267 
billion. 

In 1944 when I was here they didn’t ask me all these questions about 
how rich we were. And I don’t know whether we are getting anywhere 
or not. At that time we could get 50 francs for a dollar. Now it is 
300 and something. All right now, that’s one way, and Ill put it 
another way. In France at that time you could get $1 for 50 francs. 
Now they get a dollar for over 300. So I don’t know whether the 
economy of the people is improving or not, and it is a basis-to-basis 
problem, and the common people of this country are the ones we want 
to help, see. And if their law is not improved and this inflation is 
continued, then I just don’t know. I hesitate sometimes, wondering 
whether we as Members of Congress and the American people will go 
ahead with this program. 

I would like to ask Mr. McGrew—and I am very sympathetic to 
your problem; in fact, I wouldn’t want to be in your position although 
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I know it is a fine job—just what percentage of the 1938 production 
was agricultural and industrial production ? 

Mr. Laxzouisse. In 1938, I think roughly industrial production 
would be about 140-145. 

Mr. MoGrew. 140; agriculture is about the same. 

Mr. Dory, I will ni that question again of you [Mr. McGrew] 
and I don’t want the two of you to answer. At the time the French 
industrial production per day was greater than 1938, and if I under- 
stand correctly France had one of the largest armies in the world. I 
think they had 100 divisions. At least they put that many in the 
field in 1940. 

Mr. Laxsouisse (interrupting). General Richards ought to be our 
expert on that one. 

Mr. Dorn. I'll wait and ask that later. Now, listen, I want to ask 
you in all sincerity what effort is being made to educate and acquaint 
the French people with the truth about America and the fact that all 
these things I have just talked about 

Mr. MoGrew. Mr. Labouisse should answer that. 

Mr. Dorn. All right. 

Mr. Laxovuisse. The information media of the ECA mission to 
France and also the OSR—that is, the Office of the Special Repre- 
sentatives—as well as the Embassy give out a considerable amount of 
current information to the French press. There are also as far as the 
ECA Mission in France is concerned very special projects such as— 
we send on the road a traveling truck which is a machine hand-tool 
exhibit which goes around to all industrial sections from the stand- 
point of advertising what this could mean to the French economy. 
It has been tremendously successful and the number of workers 
that go into those things 

We use now a bulletin every 2 weeks. We have a paper which is 
issued by the ECA Mission for the laborers for the Syndical Union 
which is published by us and distributed to all the free labor unions in 
France. There is a magazine called Rapport, which is the French 
magazine which is distributed very widely in France and has also an 
extremely important bearing on French public opinion. There are 
all sorts of ways in which this is done. I, frankly, don’t think that 
most Frenchmen understand what the United States has done to 
France. I think that they are farfromit. Ithinkthereisa * * * 
certain apathy—a certain lack of appreciation—they would rather not 
think that someone is helping them. The ordinary guy in the 
street 

Mr. Dorn. Mr. Labouisse, will you make a certain definite recom- 
mendation? Al] American officials over here get a little more than 
the French over here. I mean by that, that you cannot go out and 
educate them but you can make certain facts and figures clear te them. 

Mr. Laroursse. Yes, that’s right. 

Mr. Dorn. Did you make that recommendation ? 


NATIONAL INCOME AND BUDGET 
Mr. Lazoutsse. Let me give you anexample. The question you were 


asking a moment ago about the percentage of our national income and 
our budget—that is being used for defense purposes. I went out to 
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lunch not long ago with some French officials—the members of this 
high oo atin mame. amp group—and they asked me the same 
questions you were asking me about—they were talking about how 
much France was spending for defense and I said that it was my rec- 
ollection at that time, which I was substantially able to confirm to 
these fellows by letter. That whereas we had started off thinking 
originally of $40 billion—of about 25 being basic taxes—to run the 
Government you need—to service your debts you need roughly 15 
being military—and that’s something. The military element was 
raised to 60 whereas the rest stayed about the same or maybe went 
down a little, exclusive of state taxes—in other words this is what the 
United States was doing to the Federal Government. That was in- 
credible and I know they did not believe that, but I think you have 
got to f° out and educate these people. If you put it in the paper— 
first off, the papers wouldn’t want to publish it—and nobody would 
read it. They just go around—you’ve got to do it consistently by 
talking to the people. ' 

Mr. Dorn. I wonder if you would furnish with the chairman’s ap- 
proval, just a few releases you give to the newspapers on what America 
is doing. 

Mr. Lapoutsse. I can get those easily. 

Mr. Dorn. Don’t go to any great lengths. 

Mr. Bonner. Make a note of that Mrs. Zue. 

Mr. Dorn. Mr. Chairman, I know that some of these other gentle- 
men want to ask some questions. I have many more, but that’s all now. 

Mr. Bonner. Mr. Curtis? 

Mr. Curtis. Mr. Labouisse, I was interested in a remark you made 
and the example you gave of the competency of ECA. You men- 
tioned particularly about machine tools for France, when did ECA 
get into that particular picture. Is that this year, if so about what 
time 

Mr. Lapouisse. I cannot answer you precisely. This is something 
that has been done in Washington, as I understand it. Of course, for 
some time, the ECA acted as the claimant agency, so as to speak, for 
all the Marshall plan countries. 

Mr. Curtis. I am particularly interested in dealing in specific 
detail. I understand specific details much better than generalities. 
In other words, if the machine tools were needed in France, and you 
mentioned jeep in particular, would that be presented to your people 
here? or in the ECA Mission of France and then in turn sent to 
Washington ? 

Mr. Lazoutsse. No, it’s a question in the first instance which would 
probably go—and I cannot say what this particular one went because 
I am not sure of the facts of 1t, but I would think probably that you 
can use this as an example which went through the French Mission in 
Washington, who probably went to the ECA in Washington. 

Mr. Curtis. That is the method? How would you probably co- 
ordinate this? : 

_ Mr. Lasoutssr. That was what I was going to say. ECA, Wash- 
ington is not inclined just to take the French word. ECA in Wash- 
ington ask us: Is this really needed? Should we try to get this for the 
French because there are other needs for that particular machine tool 
in the United States? So they ask us to find out whether or not the 
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French needed it—whether or not it is really going to serve the pur- 
pose. The French see it is going to serve and whether or not there 
is some other possible source of purchases on the Continent—that they 
don’t have to get it from the United States—and we would do that 
here in the field. 

Mr. Curris. In other words, actually our economy is not limited 
to the United States. It is extended to the foreign branches where 
people in your department have to pass on whether a machine tool 
is needed in a particular industry. 

Mr. Lazoutsse. That’s very interesting. They are doing it the same 
way in the United States. If they pass on it—if you are seeking to 
displace other priorities. 

Mr. Curtis. Yes, I understand, but the fact remains, it is being 
decided in Washington by people who are not necessarily in industry 
or anything else. I just want to get the idea clearly in my own mind. 
Another thing that bothers me a little bit—you mentioned the fact 
that ECA is pushing low-cost housing program a little more here in 
this country. The French are normally included to do this in that 
field. I suppose you are aware of the fact that there are several! 
people pushing the same program in the Congress of the United 
States and there are a great many people in the Congress of the 
United States who are not in sympathy with those types of pro- 
grams and yet we are here—that decision is apparently being made 
by the ECA Mission; is that correct ? 

Mr. Lanoutssr. No, that isnot correct. It is made between the ECA 
Mission in consultation with the ECA in Washington. 

Mr. Curtis. And the State Department? Would they be in it too?! 

Mr. Laxzoutsse. It would be in it, I would assume. We get our 
instructions from the ECA in Washington. But on that, Congress- 
man, as indicated a moment ago, we are talking about whether or 
not the ordinary Frenchman has any appreciation of what the United 
States was doing and it has been our feeling—a very strong feeling— 
in view of the great devastation of the war, great housing shortages, 
particularly for the poor people of France, is one of the things in 
which we would be useful in France and accomplish and would help 
get down to the ordinary Frenchman—that the United States was 
interested in them and not just the top group. Through this type of 
operation 

Mr. Curtis. Yes, but this is Government operation. Is there ever 
any attempt made to get it down through private enterprise instead 
of the Government ? 

Mr. Laxsoutssr. Private enterprise works with the Government on 
local housing operations. 

Mr. Curtis. That’s the same thing. I don’t want to get into an 
argument on that, but I just want to get across the fact that a great 
many of these things that you all decided to do, as a matter of policy, 
has been the same which the United States has been against, but of 
course, I admit that the situation here in France and in other coun- 
tries might be different, but on the other hand, there has been a great 
deal of criticism in our country that you are using our money to put 
in under this new system of economics, a socialistic system as opposed 
to by my neighbors. I merely suggest that, it is their thinking of 
whether it is right or wrong. Now the other thing that has been 
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bothering me, and I have been very interested in this expression used 
was that these counterpart funds were used to stimulate economic 
activity by capital investment in productivity in conjunction with 
that the remark was made that the individual Frenchman come in 
and get money direct when actually they had to go to the French 
Government and get the French Government’s share of the counter- 
part funds. The question in my mind is do you feel that counterpart 
funds or the use of them in that way has discouraged private French 
investment or private American capital that was coming over here 
and going into these fields ? 

Mr. Lazoutsse. No, sir, I don’t feel that has discouraged. I think 
it is possible that the apparent lack of American capital coming over 
has been because of the general world situation. I think that’s one 
of the problems. Also, the question, and that’s probably the basic 
reason, why American capital does not come over. So far, as French 
capital is concerned there is plenty of money loaned in France, but 
the rates are just awful high. I don’t think these counterparts, in 
answer to your question, the ECA counterpart, has any effect on that. 

Mr. Curtis. Let me ask you this then. Is there any incentive— 
where do your people go into the question of encouraging American 
capital to come over and to some investments. Does your ECA 
Mission consider this ? 

Mr. Lazoutssr. It’s considered in Washington ; that is the industrial 
guaranty provision of the ECA legislation. 

Mr. Curtis. What I am interested in, is how much of that has been 
utilized ? 

Mr. Laroutssr. I don’t think it has been utilized very much. 

Mr. Curtis. Are you familiar with that? 

Mr. McGrew. We can furnish you with the statistics. I don’t 
have them here. 

Mr. Curtis. I understand there has been a recent issuance by the 
Department of Commerce setting forth private capital investment 
in European countries and France in particular which has just come 
out—you don’t happen to have the figures, do you? 

Mr. McGrew. That’s a recent computation. 

Mr. Lanoutsse. I do not know. 

Mr. McGrew. May I make a comment on this? The French 
themselves have a kind of a guaranty program that they have agreed 
to convert all dollar investments back into dollars whenever they are 
asked to do so. Therefore the guaranty program here has perhaps 
not operated to the extent it has in other countries, because as far as 
that risk was concerned, the investor was to have been put under 
French control. The primary reason Mr. Labouisse was suggesting 
the lack of large-scale investment in France is the uncertain inter- 
national situation. 

Mr. Curtis. You mean government or private investment ? 

Mr. McGrew. Private investment. We have done what we can 
to help stabilize the financial and economical situation here in the 
hope that it in itself would be a factual change, which encouraged 
people to invest. 

Mr. Curtis. Let me ask you this then. Is there any incentive—do 
you people go into the question of encouraging American capital to 
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come over here and do some investing? Does your ECA Mission 
consider that—— 

Mr. Lasovuisse. It is considered in Washington as a part of the 
guarantee provision of the ECA legislation. 

Mr. Curtis. Iam not interested in ECA legislation as such. I want 
to know if it has been utilized. 

Mr. Lazouisse. I don’t think that has been utilized very much. Are 
vou familiar with that [to Mr. McGrew] ? 

Mr. McGrew. We can furnish you with statistics. I don’t have 
them. 

Mr. Curtis. I understand that there has been just a recent issuance 
of the Department of Commerce setting forth the amount of private 
capital invested in European countries—in France, in particular at 
this time. You don’t happen to know the figures for Fadnae at this 
time? 

Mr. Lavoutsse. It’s a very recent publication. 

Mr. McGrew. May I make a comment at this point? The French 
themselves have a 5-year guarantee program where they have agreed 
to convert all dollar investments back into dollars whenever they are 
asked to do so. Therefore, the guarantee program here has not 
operated as it has perhaps in other countries because as far as that risk 
was concerned the investor was covered by the French exchange con- 
trol. The primary reason Mr. Labouisse has suggested for lack of 
large-scale Government investment in France is the uncertain inter- 
national situation. 

Mr. Curtis. Government? Do you mean private? 

Mr. McGrew. Yes, I mean private investment. We have done 
what we can to help stabilize the economic and financial situation here 
in the hopes that that in itself would be a factor which would en- 
courage people to—— 

Mr. Curtis. Let me ask you this: Have you got anything affirmative 
in your program to encourage—to find out why private capital hasn’t 
come in here? Is there any program in your ECA mission—— 

Mr. Lazouisse. There is no program as such in this mission. I 
think the program as such is in the ECA in Washington—— 

Mr. Curtis. I am familiar with that, and I am not very happy 
about it to be very frank with you, and that is one of the reasons I am 
trying to find out out here in the field if there actually is a program 
here to consider that and to stimulate private investment. And I will 
ask you one more question 

Mr. Lanouisse. Could I just touch on that for a moment, Congress- 
man, on the question of American investment generally. There has 
been quite a lot of work in connection with small business putting 
pean in France in touch with Americans in small business, particu- 
arly in the license and patent systems. 

Mr. Curtis. For utilizing patents and also for acting perhaps as 
manufacturers’ agents? 

Mr. Lasoutssz. That’s right. There has been a great deal of that 
and we have, for instance, in the ECA Mission. We have worked out 
an arrangement with the American Chamber of Commerce. What 
we have tried to do is not—you can’t do these things on a Government 
basis. You got to use other people. I think the better—the more— 
the fewer Government employees you have, the better. 
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Mr. Curtis. I am glad to hear you say that. 

Mr. Lapoutsse. And I think to a certain extent we can use other 
sources. Wedo. Take in this particular field. We had one man who 
has been working with the American Chamber of Commerce here in 
Paris. He is going around working with the chamber. I think— 
have about 700 Frenchmen throughout France who are going to 
act an counselors to the Frenchmen who come into these halls—who 
are interested in making some contacts with the United States. 

Mr. Curtis. Now, all right 

Mr. Laxoutssz. It’s a very vast program. I’m—I question to a cer- 
tain extent whether that should continue to be an ECA function. It 
seems largely—this whole thing that you are talking about is an 
Embassy function. 

Mr. Curtis. Whereas the gentleman in the Netherlands—they did 
that through their own private initiative. They had their own busi- 
nessman travel in the United States to do it exactly by themselves, 
Now one other question. Does there seem to be a resentment, perhaps 
resentment is not the word, perhaps an unawareness on the part of 
the French Government themselves, to discourage American capital ? 

Mr. Lazoutsse. Evidently not. There was a time when I was over 
here in 1935 the French were at that time discouraging American 
investment on more than 50 percent. 

Mr. Curtis. Is there something like that going on now? 

Mr. Lanovutsse. I don’t know if that is changed or not. It’s 
through—as far as the French Government is concerned, they are 
doing everything possible to encourage American private investment 
outside of the convertibility guarantee which they give and I think 
that is a very good example. 

Mr. Curtis. Still it is my own personal theory that the way in 
which you are going to handle ECA is through private capital and 
private investment. In our country that is if we need American 
money to help this economy we let it come from private capital. 

Mr. Laxoutssr. I am in perfect agreement. 

Mr. Curtis. But, and I feel very strongly that, actually, unwillingly 
perhaps, ECA’s program has discouraged private capital from going 
into this country. Of course, that is my own private theory. Thank 
you, Mr. Chairman. 

Mr. Bonner. Mr. Fine? 

Mr. Fine. I just want to get the record straight that there is no 
doubt that this ECA program is a necessity. There is no doubt about 
that, is there? 

Mr. Laxzovutssr. Absolutely not in my mind. 

Mr. Frxe. There is no doubt that without the progress and the 
effectiveness of the programs, France would have been off to a bad 
start and on our backs. 

Mr. Lanoutssr. Had it not been for 

Mr. Fine. If it had not been for the change in world conditions 
things would have been different ? 

Mr. Lapoutsse. I think that is true. 

Mr. I'tnz. No further questions. 

Mr. Bonner. Any questions, Mr. Meader? 

Mr. Meaper. Mr. McGrew, I thought I heard you refer to an 
opinion that mutual-security funds could not be used to pay taxes. 
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Mr.-McGrew. That’s a provision of the law, sir. 

Mr. Meaber. But have we been paying taxes? 

Mr. McGrew. Well, sir, the law was only recently enacted. 

Mr. Meader. What are you going to do from now on? 

Mr. McGrew. Well, sir, we are on the point of opening negotia- 
tions with the French Gov ernment which will lead to an agreement 
to relieve the United States Government from the payment of these 
taxes, 

Mr. Mraper. They are in fact not being paid now. 

Mr. McGrew. No payments are being made; that is one of the 
difficulties. 

Mr. Mreaver. Now just to clear the record, for I think there have 
been some gross misunderstandings—are there any import duties on 
military or other equipment—equipment purchased out of United 
States tax payers funds? 

Mr. McGrew. This is the only tax collected by the French Govern- 
ment on the construction of bases. 

Mr. Laxoutsse. Internal taxes—public works. 

Mr. McGrew. Internal taxes— customs duties are not collected on 
imports which are made for military forces, or millitary aid imports. 
Those taxes, if collected, would be paid by the French Treasury. 

Mr. Mraprr. Do you have copies of agreements relating to the dis- 
position of contracts. 

Mr. Lasoutssr. We have some letters here.. 

Mr. Meaper. Is it in a form somewhat suitable to submit to the 
committee ? 

Mr. Lazoutssr. Certainly, we can submit them. 

Mr. Rozacx. Do you have periodic reports—I see you have some 
kinds of reports. Do you get some reports out periodically summa- 
rizing the status of ECA ? 

Mr. LazoutssE. We have been getting out monthly reports up until 
the present time, but I ave tried to cut down on the mission and, 
therefore have discontinued the monthly reports by firing the guy 
who got them out. But I can give you some of the last ones that 
he did. 

Mr. Meaper. I wonder if it wouldn’t be helpful to the committee if 
you could give a copy, give a regular statistical report of ECA. 

Mr. Curtis made an inquiry along the lines of encouraging invest- 
ments of private capital. I understood that some kind of a policy 
statement was made by Mr. Foster 3 or 4 months ago and I think 
that is what you refer to as the ECA in Washington. Now just what 
have they done to carry out that policy by giving you instructions as 
to just what you can do in working toward the termination of Govern- 
ment aid and a stimulation of duties between private citizens. 

Mr. Laxnouisse. Congressman, I think I am correct in this. Let me 
ask you this. To my knowledge very little has been done to take the 
instructions and in this particular field very little has been done. 
There may have been something. I have been here two months. 'There 
may have been something before that. But I believe this is true, that 
work in that field is primarily the type of work which is done by the 
Embassy. The economic side of the Embassy—the encouragement of 
American investments—now we work very closely with the | economic 
side of the Embassy. We are housed right next door to each other and 
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there is a very close—that i is a particular field that they have, and I 
think that’s truein * * 

Mr. Meaper. Who in the a is in charge of this?) The Com- 
mercial Attaché ? 

Mr. Lanoutssr. Mr. Bonnsal will answer those questions. Mr. 
Terrill is the head of the Embassy’s economic activities, and I believe 
he can give you an instruction as to just what is being done by his 
section in the matter of attracting business investments into France 

Mr. Mraper. There is another thing that came up on which I was 
not quite clear. You said, Mr. Labouisse, in 1935 that the French 
discouraged American investments in this country unless more than 
50 percent were controlled by the French, and that the enterprise re- 
mained in French hands. I understood it was some kind of a formal 
regulation or law. 

Mr. Laroutssr. It was just the recollection on my part and the situ- 
ation was, I remember, in those times that some American concerns 
were looking around here thinking they had no particular program 
and the French at that time, through regulations, I think, more than 
law, wanted the investments to be in 1 the control of French hands. I’m 
not sure that that has been changed or not. 

Mr. McGrew. We may be able to find out. 

Mr. Meaper. That’s what I want to find out. Mr. Carren may be 
able to have one of his people find out. 

Mr. Bonner. Try to give us the information so that we can enter it 
in the record. 

Mr. Frxr. Just to keep the record straight—here’s one question I 
want to ask. Is the ECA working out here? Is it doing a good job? 

Mr. Lapoutsse. It is. 

Mr. Bonner. Mr. Donohue. 

Mr. Dononvr. Along that same line there—has the national income 
of France increased materially since this ECA program started? 

Mr. Laroutsse. National income—yes. 

Mr. McGrew. The rate has gone up roughly 7 or 8 percent per year 
since the ECA plan. Is that what you want? 

Mr. Dononve. I would be very much interested in getting that. 

Mr. Bonner. Give us the percentages in terms of American dollars 
that have been spent. Give us the ‘percentage of American dollars 
that have been spent here for the ECA. Do I make myself clear? 
Just how much in American dollars has been spent? 

Mr. McGrew. I can give you that in general terms right now, sir. 

Mr. Bonner. If you are going to, just submit it for the record. 

Mr. Lagoursse. That’s an increment increase by about 35 percent. 

Mr. MoGrew. Since 1948, now you can’t do it. 

Mr. Lanoutsse. I would say less than that—about 25 percent. It 
started at a very depressed level. Of course, right after destruction 
of the war and the deterioration of economy by the prewar period. 

Mr. Dononvr. How much evolved the last nominal year in France— 
has income increased ? 

Mr. McGrew. What was that question ? 

Mr. Dononve. Has it increased over the last couple of years? 

Mr. McGrew. Definitely, definitely. 

Mr. Bonner. Will the gentleman yield there? Right in line with 
your question about the national increment increase of 25 percent, I 
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believe it would be very much in order also to give the figure at that 
point of the buying power of French income over 1948. 

Mr. MoGrew. I was trying to put my estimate into constant prices, 

Mr. Bonner. If you did that, that’s all right. 

Mr. McGrew. It comes up much more in terms of current francs 
because you have a constant monetary depreciation; that is one of the 
difficulties of giving you these estimates off the cuff. 

Mr. Dononvr. Well, let me rephrase my question. What was the 
last normal year France had—1938, 1939, or 1940? 

Pew ia McGrew. I would call 1938 normal—certainly no later than 
at. 

Mr. Donouve. In your opinion what was the last normal year 
France had ? 

Mr. MoGrew. I should say the year 1929 is the best comparative 
year. 

Mr. Donouve. How much has the income increased over the last 
normal year ? 

Mr. McGrew. I should just roughly say 20 or 25 percent. 

Mr. Dononver. What was the agricultural production ? 

Mr. MoGrew. It has been small. Hardly now more than it was in 
the prewar years. 

Mr. Dononvr. What about the industrial production? 

Mr. McGrew. About 40 percent higher than the prewar years. 

Mr. Dononve. Well, that being so and having in mind the objectives 
of the Marshall plan which was to rehabilitate the countries to the 
point of placing them in the position equal to that which existed prior 
to the war, do you feel that there is any justification for the continua- 
tion of the Marshall plan being brought into this country ? 


Mr. Laxsouisse. Yes, I do not think the objectives of the pan were 


to bring them back up to the rate of the prewar, in a sense that a rate 
of industrial production, I think the constant production because if 
you just did that and did not take into account the great void which 
has been occasioned by the war, you would not have made a great 
deal of progress and the part of the objectives of the Marshall plan 
is the rate of increase to increase the production capacity so that you 
could make up in a great extent the laws of overseas foreign income 
and investment which they lost during the war. Are we justified in 
continuing the aid? I think the answer is “Yes.” 

Mr. Donouur. You probably may have answered that question but 
in your opinion how long were your activities productive ? 

Mr. LaxpoutssE. We have discussed that. Again, how long depends 
upon a great many factors beyond human control, unless they are in 
the Kremlin. 

Mr. Donouve. I have no further questions. 

Mr. Bonner. Mr. Dorn. 

Mr. Dorn. I understand it was with the advent of the Marshall 
plan and the ECA plan that agricultural production fell off in acreage. 
I mean they planted less wheat than they did formerly. Is there any 
truth in that ! 

Mr. Lazoutsse. I do not believe so, but I can check that for you. 

Mr. Dorn. I wish you would. We get a lot of inquiries in the 
United States that the French people are not putting out the full 
effort themselves and with the advent of agricultural aid acreage has 


fallen off. 
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Mr. Laxoutisse. I do not believe that but we can check it. 

Mr. Dorn. I would like to know. Is France exporting wheat? 

Mr. Laxzouisse. No France is importing wheat, that is one of the 
troubles of France today. They have had a bad wheat crop and one 
of the dollar needs is that we will have to import dollar wheat. 

Mr. Dorn. I will ask one more question which the American people 
ask us quite frequently and I would like to have a good answer for it. 
They tell me that this last election in France the Communist Party 
held about 27 percent of the vote and yet the Communist polled about 
27 percent of the vote and the Communists are still the largest single 
party in France, and in the last election in 1948 before this program 
started there was just 20 percent. That is hard for me tc explain. It 
is hard for me to explain what progress has been made here. Now 
maybe you can give me a little better answer, I don’t know. 

Mr. Lasoutsse. Well, I think, Congressman, the fellow who should 
give you that answer is Mr. Bonsal. He will be on later. 

Mr. Dorn. All right, thank you, sir. 

Mr. Bonner. Any questions by the staff? That’s all, thank you very 
much, gentlemen. The next witness is Mr. Bonsal. 

Will you give your full name? 


STATEMENT OF PHILIP W. BONSAL, MINISTER COUNSELOR, 
AMERICAN EMBASSY, PARIS, FRANCE 


Mr. Bonsau. I am Minister Counselor in the Embassy here, that 
is I am in general the No. 2 man in charge when the Ambassa- 
dorisaway. Iam alsoin charge of the political section of the Embassy 
which has to do with reporting on political developments and conduct- 


ing negotiations on matters which are of interest to our two Govern- 
ments. Mr. Chairman, I had planned to make a brief statement pre- 
senting the French political system and regarding the present political 
set-up that is, the Taneeiton of power between parties, etc. I plan 
to make that as an informal background statement, obviously not for 
attribution or quotation but for such uses as you think best. If you 
want any formal statements, we will be glad to provide it. 

Mr. Bonner. You are entirely free to make it. 

Mr. Bonsau. Well, I will, in view of the time that has elapsed 
so far. The French political system consists as far as the central 
authorities are concerned—of a President— 

Mr. McGrew (interrupting). Pardon me. Did you ask that this 
be off the record ? 

Mr. Bonner. No; he didn’t. Don’t you want that on the record ? 

Mr. Bonsau. I am perfectly willing to have it on the record. 
These are known facts. 

Mr. Bonner. Go ahead. 

Mr. Bonsau (continuing). Consists of a President, a Prime Min- 
ister, a Parliament or a Congress, consisting of two chambers—that 
is, a Council of the Republic and the Assembly. It is important, I 
think, to stress the fact that power is concentrated in the Assembly, 
that of the four elements which I have mentioned, only the Assembly 
is elected by universal suffrage; that is, by all the voters. It is a 
primary principle of French political life today that that should be 
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so, that the executives should be weak; in fact, there is no separation 
of powers as we understand it by the legislative and the executive. 

The President is, you might say, the symbol of France. In many 

respects his position is somewhat akin to the position of the King of 
England. He happens at the present time to be a man of considerable 
political prestige, courage and insight and influence, but so far as 
constitutional theory is concerned, his role is symbolic. He presides 
over Cabinet meetings, but he has no vote. Where there is a political 
crisis, he is the man who calls on different political leaders, asks 
them their advice, and finally asks one of them to try to form a govern- 
ment. However, his role is hedged around with so many rules and 
traditions and so forth that it is more or less of a mechanical role. 
He has an ill-defined role which may be important in the French 
Union, the constitution of which is still in the process of formation. 

The Parliament consists of two chambers. The first of these is the 
Council of the Republic, which corresponds to the old Senate of the 
prewar days and which, in fact, is coming increasingly to be called 
the “Senate,” just as its members are increasingly calling themselves 
“Senators.” It is elected by a very complicated process which gives 
great weight to the local communal, to the various local communal 
organizations, and a minor weight to the question of population. It 
has relatively small powers. It gives advice regarding legislation 
which is passed by the lower chamber, but it cannot alter that legisla- 
tion unless the lower chamber agrees; that is, law comes up to the 
Senate from the lower chamber. The Senate considers it, advises 
that it be changed in certain ways, and sends it back. The lower 
house, if it sees fit, can pass it as it originally was drafted without 
these suggestions or advices, and the law becomes law just like that. 
There is no conference system as we understand it. That is one of 
the subjects on which constitutional reformers are here bending their 
efforts. They would like to see the upper chamber given more power 
and influence in the law-making function. 

We now come to the lower chamber which is elected, as I have said, 
by universal suffrage—men and women. I think in the last election 
there were about 24 million people who voted—24 million voted out of 
a total population of about 42 or 43 million. I think the percentage 
of eligible voters who voted was somewhat in excess of 70—in the 
neighborhood of 75 percent. 

There are 627 members of this Assembly. At the present time 101 
of these are Communists. That represents a reduction from 180 which 
was the total figure of Communist and Communist-affiliated repre- 
sentatives in the previous Assembly. That reduction reflects these 
facts. First, that the Communist Party has lost in the last 3 years 
about 10 percent in the popular vote. Second, the fact that the elec- 
toral system in France was reformed—was changed this year. In 
1946 the system involved proportional representation; that is to say 
in general that if you got 30 percent of the voters, you got 30 percent 
of the representatives. The reform consists in the introduction of 
the majority principle; that is, you get in a given area 51 percent of 
the votes, you can get all the representation and allow the different 
parties to combine together so as to try to get a majority. In other 
words, it brings the system of representation a good deal closer to the 
American and British conc ept of majority rule, and it has had the effect 
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of greatly reducing the Communistic representation from 180 to 101. 
The next group are the Socialists who have in the present cham- 

ber 107 votes; that is, about 6 more than the Commies although their 

popular vote is a good deal less than the Communist popular vote. 

The next group are the popular Republican movement; that is to 
say the Catholic Republicans. It is a Catholic party. It was orig- 
inally one of the strongest parties in France. It was modeled after 
the Catholic parties in Belgium and in the Netherlands which are 
very strong and very important factors in the local political life. 
It now has 95 members; that is, it is roughly equal to the Commu- 
nists and the Socialists. ; 

Stepping now across the center of the chamber, but still staying 
pretty close to it, you have 90 Radicals—Radical Socialists. It is a 
group which was originally founded on the issue of Church-State 
schools. The Radicals being the original champions of the elimina- 
tions of the church-form education, at least so far as Government 
subsidies are concerned. 

Moving on now to the right, you have a group of 90 Peasants and 
Independents. They are people whom I think anywhere else could 
rightly be called the mixture of Liberals and Conservatives; that 
is, they oppose Government direction of economic activity, and they 
represent various types of special interest. They would like to get 
back to the happy days when there was less government and more 
free enterprise. And then finally you have—there are 96 of them— 
then finally you have 121 members of General deGaulle’s party which 
is called “The Grouping of the French People.” They represent 
slightly over one-sixth of the total Assembly and together with the 
Communists represent the very important series of reasons and cir- 
cumstances why it is so difficult to form a viable Government in 
France today. You take 101 Commies, add them to 121 Gaullits 
and you get 222 people who are at least in principle opposed to the 
democratic parliamentary regime; that is, who would like to replace 
the present constitution, the present set-up, with another system. 
Obviously, they both don’t want the same system, but so far as 
immediate considerations are concerned, the way in which they vote, 
they vote against the Government. That leaves 405 members from 
which whoever wants to be Prime Minister must seek their support. 

Under the constitution in order to be approved by the Assembly 
as Prime Minister, you have to have an absolute majority of the total 
membership. The total membership is 627; that means you need 
to get 314 votes. You can only get those 314 out of the 405 whom 
I have mentioned. Now those 405 in turn consisted of four middle 
groups which I have mentioned; that is, the Socialists, the Catholics, 
the Radical Liberals, and the Peasants and Independents. Those four 
groups are united in one thing—they are united in their support of 
parliamentary democracy and their desire to continue the Fourth 
Republic with amendments to the constitution if necessary, but to 
continue the general make-up of the present regime and system. 
They are, however, divided by some of the most important of the 
traditional issues in French politics. I have already mentioned the 
church-school question. The Socialists and Radicals wish to elimi- 
nate any Government aid whatever to church schools. The Catholic 
Republicans and a good portion of the Peasants and Independents 
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believe there should be free education; that is to say that a parent 
should have the right to have his child educated in whatever way 
he wishes and the Government should help him do it. It is a very 
serious issue in French politics. These four groups are also divided 
in another way—on the question of the role of Government in 
economic activities. You have the Socialists and Catholic Repub- 
licans more or less believing in what I think we normally call the 
welfare state. You have the Peasants and Independents and the 
Radical Socialists believing in as little government in business and 
economic life as possible, believing that economic laws will work 
themselves out if things are more or less left alone. 

Now you can see with that limitation of choice and with those 
basic issues that the role of a man like Mr. Pleven who intends to 
form a government and to maintain a majority is a very difficult 
one here in France today, and I think that that helps to interrupt 
the news and the daily crises and difficulties which they encounter. 
[ might say that this picture of division, however, is subject to one 
very important reservation—that so far as foreign policy is con- 
cerned, so far as the general orientation of France toward the Atlantic 
community, toward cooperation with the United States is concerned, 
there is a very much more clear-cut picture. 

France has ever since the liberation had no hesitancy as to where she 
stood between the great struggle between the East and West. Three- 
fourths of the electorate and five-sixths of the members of the Assembly 
consistently vote in favor of measures which will strengthen France 
in the struggle in which he feels she is engaged with us. There have 
only been—in spite of the fact that there have been 14—I think 14 is 
the correct number—different Cabinets, there have only been two 
Foreign Ministers to all intents and purposes; that is, M. Bidault and 
M. Schuman have held that job and have maintained a consistent 
French foreign policy. All of the major legislation upon which 
France’s military effort has been based; that is, the increase in the 
military services—the increases that have taken place in the military 
budget since 1949 have been voted by all of the non-Communist ele- 
ment in the Assembly. 

That is the end of what I had planned to say, Mr. Chairman. I 
would be delighted to answer any questions. 

Mr. Bonner. Due to the time element I am going to hear the wit- 
nesses who are listed here and then get back to questions. Now, the 
next witness is General Richards. General, will you come up now: 
and if you other gentlemen will please hold your seats awhile, there 
may be some other questions. 


STATEMENT OF MAJ. GEN. GEORGE J. RICHARDS, UNITED STATES 
ARMY 


Major General Ricwarps. I am chief of the Military Assistance 
Advisory Group in France and in charge of the receipt of all mili- 
tary equipment received by France and forwarded to its proper des- 
tination. This I supervise and see that it is properly maintained 
and used for the purpose these things are sent. I have a staff com- 
posed of Army, Navy, and Air Force officers, enlisted men and ci- 
vilian employees and I am assisted in that capacity by a French 
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liaison group which has been attached to my office by the French 
Minister of Defense. We have received equipment that has been sent 
over and watched it as it has been forwarded to various Army, Navy, 
and Air Force units. To see that it’s been used and maintained for 
the purpose for which it has been sent. We have made numerous visits 
to the various units—the responsibility of the defense of France 
rests entirely with the French Government. We are here in an ad- 
visory capacity to assist. We have no way of taking away from them 
their primary responsibility. We are here to assist them in accom- 
plishing that responsibility. That roughly is an outline of our work 
here. I would be happy to proceed from here in any way you 
gentlemen wish. 

Mr. Bonner. You said you were going to make a discussion of 
your charts. 

Major General Ricuarps. Yes sir. We have a series of charts 
and if you care to take the time, I will be glad to show them to you. 

Mr. Bonner. What are the wishes of the subcommittee? All 
right, General, go ahead as quickly as possible and run through 
the charts. 

(Presentation of charts.) 

Major General Ricuarps. 29,000 tons, military equipment. 

About 33 percent of 1950’s program has been received to date, 
about 11 percent of 1951’s program, Air Force—35 percent of the 
1951 program and 8 percent of their 1951 program. We have received 
roughly about 60 percent of the program. 


FRENCH MILITARY SUPPLY SYSTEM 


Mr. Bonner. Now, General Richards, on the supply system, will 
you ~~ explain the three French systems—just what is their supply 
system 

Major General Ricuarps. The supply system is very similar to 
ours. As far as MDAP equipment is concerned, it is received in 
Cherbourg and shipped to the depots. From the depots, they have 
primary depots and secondary depots just like we have, and they have 
10 regional depots. One for every one of the 10 military districts 
of France is divided into—— 

Mr. Bonner. Are there three different depots—Army, Navy, and 
Air Force? 

Major General Ricuarps. Yes, sir. There are three different supply 
systems. 

Mr. Bonner. Are all materials divided equally ? 

Major General Ricuarps. No, sir; they are not divided equally. 

Mr. Bonner. Yes, I understand, but does each of the 3 services 
carry common use articles. 

Major General Ricuarps. Yes, they carry similar items in the 3 
supply services. 

Mr. Bonner. Now, there is another briefing to be given which is one 
the subcommittee is very interested in. Are there any other questions? 

Mr. Donouue. No. 

Mr. Meaper. Yes. I just want to ask, Was there any common 
procurement or distribution of any common items in the 3 services 
or any movement in that direction ? 
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Major General Ricuarps. At the present time, the 3 services are 
coordinated through the chiefs of staff. But as far as I know, no 
services do any buying for the other. The Navy is not buying for 
the Army. The Air Force is not buying for the Navy. No, they 
are all doing their own buying and distributing. 

Mr. Meapver. That’s all. 

Mr. Dorn. We are helping France—are there any Communist 
officers in the French Air Foree—members of the Communist Party ! 

Major General RicHarps. I will put it this way. There are Com- 
munist officers in the Air Force and the Army maybe, in the Navy. 
I think there are more in the Air Force than in the Army or the Navy 
because they had infiltrated in there. 

Mr. Dorn. Now, General, wasn’t France a couple of years ago pretty 
communistic ? 

Major General Ricuarps. Yes. 

Mr. Dorn. Go back then. 

Major General Ricuarps. But those officers have been weeded out 
or they have been placed where they cannot exercise any authority. 
Now you cannot prevent the son of a Communist from conscription, 
for he should do his part like everyone else. But the personnel of 
officers and men of the Army and Air Force tell me that they are 
so busy with other duties of military and soldiering that there is 
no mention of communism. They have been pretty well cleaned 
out. 

Mr. Dorn. Since there was such a large part of the people of 
France that were Communists, I want to emphasize this, that those 
members of the Socialist Party—socialism is the first step into com- 
munism—they are almost inseparable. 

Major General Ricrarps. Well, I want to refer to Mr. Bonsal. 
My impression is that many of these people voted communistic because 
they didn’t know what else to vote. 

Mr. Bonsau. To correct a false impression, there are no more 
bitter foes of the Communists in France today than the Socialists. 
There's no bridging the gap between those two groups. The gap is 
wider between them than it is between the Independents and the 
Communists. 

Mr. Dorn. That is true, but it is as similar as between Tito and 
Stalin. They are both Communists, but they have personal differ- 
ences. They are both Communists and their philosophies are the same. 
The philosophy of the Socialist and the Communist is similar. 

Mr. Bonsau. No, sir; the Socialist philosophy here, I would say, is 
akin to the democratic process. A maintenance of all the democratic 
freedoms—the advancement of the socialistic ideas through the ballot 
box and through a peaceful process. They are as distinetively differ- 
ent as the Communist. 

Mr. Dorn. I am glad to hear that. I will ask you the same question 
I asked Mr. Labouisse. If the industrial production of France is up 
to 140 percent of its 1938 level, when they are maintaining a great 
Navy about fourth in the world, and one of the largest military 
organizations in the world, and they had a big Air Force, why is it 
that they cannot produce a little more equipment for their own Army # 

Mr. Bonsat. We agree with you that France should produce 
more equipment. There is the capacity here to do it, and we think 
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there should be more French francs to produce that equipment. Now 
our priority is something like this. The primary thing is to get mili- 
tary production both from France and the United States, to get. more 
equipment to the forces over here. The second priority is French 
francs. In order to accomplish that in the United States and eventu- 
ally—we need French francs to accomplish it in France and some 
more dollars in the United States to assist here. At the present time 
it is running high between output and orders, and we are hoping that 
that would close up faster. And there are a good many billions of 
dollars on the order basis now, but we need French production and 
United States production to meet this requirement which we think is 
so vital, and we need equipment. 

Mr. Dorn. Our soldiers and our Army are well versed in what 
they are fighting for so that they have the will to resist. Now I am 
just wondering about all this equipment we’re putting in France— 
and I’m asking you because you are a military man. Now France had 
an awful lot of equipment in 1940, and they lasted 5 weeks. I under- 
stand they had about 100 divisions. I don’t know whether they ever 
got into combat or not, but behind the Maginot line, the whole thing 
just collapsed. So in the interest of the American taxpayer, I am 
asking your opinion. Do you think there would be a repetition of that 
same thing or will they stand and fight? 


FRENCH LOSSES IN WORLD WAR II 


Major General Riciarnps. Now the French Army lost 1,800,000 
killed or wounded in World War I and in World War II they lost 
about 500,000 killed—actual deaths. They are losing in Indochina a 


great many men. I think since 1936 they lost 30,000—actually killed. 
During the Armistice after France had surrendered in the course of 
fighting with the United States and the other Allies and in the under- 
ground a total of 1,000,000 persons engaged somehow or another in 
resisting the Germans. 

Now if you will notice across the way flowers in boxes. They are 
in memory of people who were killed by the Germans. Now a 
nation which would do that still has the will to fight, and I would like 
to say that the Army, Navy, and Air Force would like to put them- 
selves on the professional level that they were in 1940. They realize 
that quantitatively they may be lacking, but qualitatively they would 
like to reach that professional standard again. 

Now I would like to mention one other thing with respect to manu- 
facturing facilities here. When the Germans were here they took 
away what they didn’t need themselves. Some of the factories here 
helped to produce for the German military. When the Germans 
left, they did all they could to break down both the military service, 
such as training aid; and also the productive facilities, so there is 
some form of excuse for France not getting back as fast as we think 
they could. At least we all think she should get back faster. Does 
that answer your question, sir? 

Mr. Dorn. Now I will ask Mr. Porter since you are more familiar 
with the ECA picture over here of all of Europe: Are there any ships 
being constructed in the shipyards of Belgium? Are there any ships 

94756—52——_84 
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being made in these ECA shipyards for Russia at this time or have 
there been in the last year or so ¢ 

Mr. Porrer. Yes. Mr. Walpole. 

Mr. Watpote. Yes, there are some ships being made in Italy, but 
they are not being made for Russia, but for Poland. 

Mr. Dorn (interrupting). ‘Two ships? 

Mr. Waroie. No, there are many being built. 

Mr. Dorn. Is that still going on? 

Mr. Watpote. I am not so sure that they are finished, but my im- 
pression is that they are completed. 

Mr. Dorn. Well, the country where they are being made benefits 
fromthe ECA. Thank you, Mr. Porter. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. General, when is it contemplated that the French 
troops will be based solely on the French economy ? 

Major General Ricuarps. I would like to have this portion off the 
record. 

Mr. Bonner. All right. 


* * * * * * * 


Mr. Curtis. I don’t want to have anything that would be * * * 
I was just a little bit disturbed when I realized that the American 
forces, the American divisions we have over here will have to be 
entirely sustained by the American economy. They apparently are 
not going to be dependent in any way on the economies of the Eu- 
ropean countries, particularly in France. I am particularly con- 
cerned with such things as repair, maintenance, and overhaul, for 
which it seems to me they should be able to rely on the local economy. 

Major General Ricuarps. My understanding is * * * let us 
say that runways had to be repaired, the cement, gravel, and labor 
can be used from the local economy and paid for by the United States 
dollars. Now fresh vegetables and milk and such things are being 
bought right now for the United States forces from the local economy. 

Mr. Curtis. Well, you were referring to dollars to support our 
troops and a good chunk of other dollars to support these other Eu- 
Be ers troops. 

Major General Ricwarps. May I say something else off the record ’ 

Mr. Bonner. Yes, you may. 


* * * * * * * 


Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Gentlemen, in connection with the replacement of 
spare parts and the future maintenance of this military equipment, 
I presume that you work very closely with the ECA mission here in 
connection with helping the French people to build up those industries 
which tend to support the military operations. 

Mr. Bonsau. You mean to encourage the French to take up produc- 
tion of spare parts, such things as fan belts, spark plugs, ete? 

Mr. Lantarr. What progress has been made along that line? 

Mr. Bonsau. A fair amount of progress has been made. We think 
that there is much more to be done. It has started, and the French 
are trying. For example, there are special representatives to talk 
to the French and arrange for the manufacture here of things which 
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are now manufactured in the United States—the Ford, for example, 
and the branches of various industries in the United States which 
have already sent manufacturers’ representatives over here so that 
all of us will have to be a little bit patient even though we would 
like to see this thing go faster. But they are growing. _ 

Mr. Lanrarr. That’s all the questions I have. 

Mr. Bonner. General, you spoke of the French draft. What are 
the exemptions? Are there exemptions? 

Major General Ricuarps. There are only two exemptions—one is 
physical disability and the other is if a man has had two brothers killed 
in action, 

Mr. Bonner. Are there any other questions ? 

Mr. DononveE. I just have one. In these locations where the United 
States is maintaining a supply warehouse that has been built by the 
United States, does the French Government charge rent ? 

Mr. Bonsat. I think this is correct. The French Government fur- 
nishes the rent and the United States builds the installation on the 
land. 

Mr. Dononve. Who has title to the property ? 

Mr. Bonsau. The French Government has title to the land, and I 
believe there comes a direction as to the disposition of the structure on 
that land when we get out. 

Mr. Donouve. Do you know whether or not we pay any rental for 
the land? 

Mr. Bonsat. As far as I know we do not. The French Government 
donates the land. I believe that is correct. 

Mr. Dononve. Do we pay any taxes to the French Government ? 

Mr. Bonsau. None Wh than you had discussed previously. I 
would like to say very clearly that there is no tax on MDAP program. 

Mr. Dononve. I have no further questions. 


INVENTORY CONTROL AND CATALOGING 


Mr. Bonner. Mr. Ray Ward, a member of the staff. 

Mr. Warp. Do you think they have adequate inventory control over 
the supplies and equipment that we have furnished to them ? 

Major General Ricwarps. If they do not that will be rapidly made. 
I say that in this respect—we had two shiploads that arrived in rather 
rapid succession and the depot was piled up with more stock than 
the hands could handle. But that bad situation has been ironed out. 
It has been entirely eliminated in one instance and almost cleared up 
in the other. 
F = Didn’t they have any unidentified property in either 

epot ¢ 

Major General Ricwarps. Only in the instance where, I would say, 
the boxes were labeled on the outside and piled up hurriedly where 
they didn’t have enough time. That has been unscrambled and is 
practically all unscrambled now. They do know where they get 
these spare parts now. 

Mr. Warp. Is there uniformity and cataloging of identicals between 
the three services ? 

Major General RicHarps. I think not, sir. 

Mr. Warp. Is a program under way to get that done? 
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Major General RicHarps. Not that I know of. If it is I don’t 
know it. 

Mr. Lanrarr. What policy do the French follow in disposing of 
surplus military property ¢ 

Major General Ricuarps. Thus far, as far as the MDAP program is 
concerned there has been no surplus property and it is not anticipated 
that there will be any, and I would like to answer your question a little 
off the record—— 

* * * * * * * 


Mr. Lantarr. Some French commander may decide he has 100 
214-ton trucks that are a little worn, a little old, in his opinion, so the 
French military officials declare them surplus; decide they are not 
worth repairing, and offer them for sale. Some American firm buys 
them up, brings them back to the States and sells them. That kind of 
thing has happened, of course, in the past and raises a question as far 
as military aid is concerned. In other words, do we keep furnishing 
new equipment and replacing anything that they might determine as 
obsolete. 

Major General Ricwarps. I haven’t heard of any instances in which 
any equipment has been declared surplus which could have at all been 
used by the French, and I will give you a couple of concrete examples. 
We came into north Africa and I think in 1942, and the French joined 
us there and fought with us up through Italy. At the present time 
there are French troops in Morocco, Algeria, and Tunisia; I forget 
the number. Those troops are using equipment that we had then; 
they have maintained it and repaired it. It is 8 or 9 years old and 
that equipment is made up largely of those trucks and parts you 
mentioned that have been made over and repaired and kept in opera- 
tion for the last 8 or 9 years. It is practically all there now despite 
its age, and in the maneuvers in Algeria they had 3,000 wheeled ve- 
hicles. I think there were three or four trucks that had to be evac- 
uated, and about four combat vehicles. Those maneuvers took place 
over about a 10-day period. The saine thing happened in Morocco, 
except the number of people and vehicles were less and their system 
of maintenance is not. as elaborate as ours but they surely do maintain 
their equipment. The same thing holds true here in eastern France 
where these last maneuvers were which I attended. There were two 
maneuvers; each lasted about 10 days, and they kept up a very fine 
standard of maintenance. They need the equipment badly and I think 
they are going to keep it up. They are noted for that. I do not think 
they will sell anything. That’s all. I would like to say something 
further and make one request. I would like to ask that a member of 
your staff would go over this so that if I say anything on the record 
which should not be there, they will take it off. That you would please 
allow them to take it off. 

Mr. Bonner. That will be done. Thank you, sir. Mr. Porter, do 
you have a statement ? 


STATEMENT OF PAUL R. PORTER, ACTING SPECIAL 
REPRESENTATIVE OF MSA IN EUROPE 


Mr. Porter. I would like to make a statement that will take about 
3 minutes. There is another Paul Porter in the Government: I am 
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sometimes given credit for his accomplishments but I am not that 
one. I am the new acting special United States representative for 
ECA, or to put it more simply, I am in charge of the ECA in Western 
Europe. I am in charge of the ECA operations in Europe. Now 
for the background information which you requested—before I be- 
came a bureaucrat, just temporarily I hope, I was the manager of a 
small business. I went with ECA a little over 2 years ago as chief 
of our mission to Greece, and more recently I was Assistant Adminis- 
trator in Washington. I have been on this job for about 3 months, 
ECA, as you know, is going out of existence at the end of December. 
It will be succeeded by the Mutual Security Agency. We have al- 
ready moved into the new job. That job as I see it consists of three 
main parts: the first is to administer economic aid made available 
to us by the Congress in a way that will produce an adequate defense 
system at the earliest possible date, most particularly to help stimulate 
defense production here in Europe; second, to encourage the develop- 
ment of a free expanding economy that will be capable of carrying 
the load of the defense burden and of enabling the European people 
to stand on their own feet without American aid at the earliest podeitte 
date; third, to encourage those Europeans who want to create a 
United Europe. Briefly that is the outline statement of our work 
as I see it. Now, knowing your special interest in the expenditures 
in the executive departments I would like to make a brief report of 
one thing we are doing to comply with the directions given us in 
the new legislation. Namely, to reduce the total employment in the 
new agency of not more than 90 percent of those who were employed 
in the ECA on the 31st of August. I would like to say that those 
objectives are met. 


STATE DEPARTMENT STAFF IN FRANCE 


Mr. Bonner. How many people did you have on the 31st of August ? 

Mr. Porter. On the 31st of August here in our regional head- 
quarters in Europe we had 511. I think those instructions are a good 
thing for us. I have found very few Government agencies that have 
had enough self-discipline to keep themselves from getting heavy at 
the waistline. I think instructions lke this are desirable. We are 
doing better. 

Mr. Bonner. How many people are here in France in the State 
Department ? 

Mr. Porter. I cannot answer that question sir. 

Mr. Bonner. Is there anybody in the room who can answer that 
question ? 

Mr. Bonsat. There are 360 Americans in Paris. 

Mr. Bonner. How many employees are French or other citizens? 

Mr. Bonsau. We have 658 of local personnel. 

Mr. Bonner. Is that the total number of State Department em- 
ployees in France? 

Mr. Bonsav. That would cover the total in France. 

Mr. Porrer. May I just have this to say—we are going better than 
you asked us to do. We are reducing our employment here in our 
regional headquarters by 24 percent, and our European mission by 
20 percent. That is all I have to say. I will be glad to try to answer 
any questions. 
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Mr. Curtis. I have no questions, except to ask your comment on 
the question you heard me ask about vias ECA was doing to en- 
courage private capital investment here in this country in lieu of 
counterpart funds. 

Mr. Porrer. I think the first thing that had to be done, Mr. Curtis, 
was to encourage productivity—recovery of the productive resource: 
of the countries we went into. I don’t think there would have been 
any flood of private investments until there was a renaissance of con- 
fidence in the future of these European countries. A confidence is 
being restored, not as rapidly as we would like, but along with that is 
coming an increase of private investments. I would like to say a few 
words about Greece since I know that country better than any other. 
Now even in Greece today we are getting a good deal more private 
investment than at any period of time in the last 20 years. Even 
American capital is now beginning to flow into there. 

Mr. Curris. You would agree with me that the way to solve the 
problem is not through Government funds but through private capital. 

Mr. Porrer. Absolutely. I think the only justification for having 
given some Government aid was to bring conditions back to the point 
where private capital can take over. 

Mr. Dorn. Now all of us in this subcommittee are just a little bit 
alarmed about the countries we have visited. It seems like the wealthy 
are getting wealthier, and the poor are staying right where they have 
always been. At least it seems that way to us. I’m just wondering 
if this program in the end is going to become * * * 


PARIS, FRANCE—EXHIBIT 1 


Estimated gross national product of metropolitan France?’ 





1948 





Current prices: Billions of francs Siatae ae eee Se Bee 
Constant prices: 2 
(a) Billions of francs. - - HE fi wtb | 7,406 
Gen: MRS OF AR TRONS Os oes ei ete eo 21.2 | 





1 Gross national product at market prices. 
2 1949 prices. 
+ Translated into dollars at 350 franes for $1. 


Paris, FRANCE—ExuHIBIT 2 
NOVEMBER 27, 1951. 


FRENCH TAXES AND UNITED STATES MILITARY PROCUREMENT AND CONSTRUCTION 
IN FRANCE 


1. In a cable to the Department of State, dated August 27, 1951, the American 
Embassy at Paris estimated that under the existing tax laws of France and the 
arrangements in effect concerning United States military expenditures in France, 
on the average roughly 15 or 16 percent of the dollars expended by the United 
States Defense Establishment for military procurement or construction in France 
represented taxes paid to the French Government. 

2. In an independent study prepared on October 5, 1951, on a confidential basis 
for the United States Army by the tax expert of one of the American banking 
institutions doing business in Paris, it was estimated that slightly more than 
16 percent of the total cost of a typical military construction contract represented 
taxes paid to the French Government. 
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8. In accordance with instructions received from the Department of State on 
November 16, 1951, the Embassy formally requested that the French Government 
agree to the opening of negotiations on or about December 1, 1951, looking toward 
the conclusion of an agreement which would relieve the United States Govern- 
ment from the payment of taxes on expenditures in connection with its military 
operations in France. 





PARIS, FRANCE—EXHIBIT 3 


Utilization of agricultural land in France 
[Thousands of hectares] ! 
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! 1 hectare equals 2.4711 acres. 
? Including vineyards not yet in bearing. 


UTILIZATION OF AGRICULTURAL LAND IN FRANCE 


The averages for 1934-88 are compiled from Statistique Agricole Annuelle 
published by the Ministry of Agriculture. For certain minor items included in 
“Miscellaneous crops” and “other rotation crops,’ data were incomplete, or not 
available. In such instances the available date were used, and estimates from 
Ministry of Agriculture were substituted where necessary. For 1946-48, the 
figures are from Statistique Agricole Annuelle. 1949 figures are from Revue du 
Ministere de Agriculture, May 1950 issue. The preliminary 1950 figures are 
estimates published in the November 1950, issue of Revue du Ministere de 
Agriculture, or directly obtained from the Ministry of Agriculture. 


TOTAL AGRICULTURAL LAND 


Permanent grassland.—Including permanent meadows (pres naturels), grass 
(herbages), grazings, (pasturages) and pastures (pacages). 
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TOTAL ARABLE LAND 


Miscellaneous crops.—Other including willow, walnut, chestnut, and poplar 
trees, flower plantations, herbs for medicinal purposes, plants for the manu- 
facture of perfume. 

Rotation crops—Roots and tubers.—Fodder roots including forage beets, 
forage cabbage, rutabagas, forage turnips, forage carrots. 

Other including Jerusalem artichokes and other roots. 


Paris, FRANCE—EXHInIT 4 


SUMMARY OF THE AGREEMENT WITH THE FRENCH GOVERNMENT ON USE 0: 
COUNTERPART ACCRUING IN CALENDAR 1951 FROM UNITED STATES FISCAL 195] 
DOLLAR AID 
The agreement concluded in March 1951, concerning the use of counterpart 

aceruing in 1951 from 1950-51 dollar aid was reached within the framework of 

a series of general discussions with the French during that period concerning 

United States dollar aid, the size of the French 1951 military effort, and the 

economic and financial measures to be taken by the French in support of the 

maximum possible defense effort. 

Following these discussions, on March 17, 1951, the Chief of the ECA Specia! 
Mission to France, acting upon authorization of the ECA Administrator, sent 
to the French Minister of Finance and Economie Affairs a letter embodying 
our agreement with the French on counterpart uses for 1951. This letter 
contained the following provisions: 

(1) Subject to terms of applicable legislation, ECA concurred in the utiliza- 
tion of counterpart accruing in the calendar 1951 from dollar aid for the fiscal 
year 1951, to finance mutually agreed projects in the investment, reconstruction 
and military sections of the French 1951 military budget.’ 

(2) Since ECA anticipated receiving legislative authorization toward the 
middle of the year to allow the use of counterpart for military purposes, it 
was further provided that if such authorization was received, the use of counter- 
part for investment and reconstruction would be limited to a total of approxi- 
mately 100 billion franes, and any additional accruals would be devoted to 
military uses. 

(83) ECA expressed the hope that as large a portion as possible of the amount 
devoted to investment and reconstruction could be spent on low-cost housing 
projects for industrial workers and projects which would promote agricultural 
production, both of which objectives have a primary importance in rendering 
France capable of an increased defense effort. 


PArIs, FrANCE—EXxHIsitT 5 
INFORMATION DtIvisIon 
ECA Sprecrat MISSION TO FRANCE 
American Embassy Annex, Room 409 


4, Avenue Gabriel—Paris 8e No. 390 bis 
Tel: ANJou 74-60O—EXT. 334 October 26, 1951 


Frencu INpustriaAt. Experts to Strupy TECHNIQUES FOR STANDARDIZATION, 
SIMPLIFICATION IN THE UNttTep States 


Paris, October 24.—Eight French industrial efficiency experts left for the 
United States for a 5-week study of standardization, simplification, and speciali- 
zation of industrial products and processes. The trip is being made under the 
technical assistance program of the Marshall plan. 

Standardization, simplification, and specialization are considered to be three 
of the most important elements in the drive to increase productivity. The 
French National Productivity Committee has given these three points primary 
emphasis since the beginning of its program. Application of these principles 


1It should be remembered that, at the time the agreement on counterpart was reached, 
the applicable United States legislation did not provide for the release of counterpart for 
military uses. 
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throughout industry offers the best method to reduce costs and increase output 
without large expenditure of capital. 

Standardization, for example, can lead to tremendous savings throughout 
many industries. This has been proven in the United States through the stand- 
ardization of such things as cartons, baskets, and milk bottles. In many cases, 
the number of different models has been cut by two-thirds; resulting in more 
efficiency in all industries that use packaging, in the manufacture of various 
wrapping and handling machines, and in the transportation industry. The 
establishment of special national and private industrial bureau to carry on a 
continuous study of the problem of standardization and simplification has been 
one of the principal elements in the achievement of high productivity in America. 

The team from [France intends to look into the manner in which standards 
are drawn up in the United States, how standards are promoted among pro- 
ducers and users, labeling in accordance with standards, and the activities of 
national and technical trade organizations. 

The French team is led by M. Raymond Frontard, general manager of the 
“Association Francaise de la Normalisation’ (AFNOR). Other team members 
represent the electrical industry, automobile industry, paper industry, clothing 
industry, and shipbuilding industry. The group’s visit is sponsored by tlie 
French National Productivity Center, AF NOR, and various ministries. 

The names of the members are: 


Jean-Louis Cassassolies, Paris; engineer in Union Technique de l’'Electricité 

Paul Barrillon, Neuilly/Seine; technical adviser at the French Shipbuilding 
Research Association 

Paul Nicolle, Paris; assistant director, Bureau des Normes de l’Automobile 

Marcél Tissier, Taverny (Seine & Oise) ; assistant manager in the Federation 
des Syndicats de Producteurs de Papiers, Cartons & Celluloses 

Guy Moulin, Paris; assistant manager of the Men’s Ready-Made Clothing 
Association 

Marcel Mathonnet, Saint Ouen (Seine); (CFTC) delegate engineer to the Con- 
sultative Committee of the Electrical Construction; (CFTC) 

José de Souza, Fontenay-aux-Roses (Seine); engineer: delegate to the Inter- 
national Electrical Commission (IEC) and other committees 


Paris, FRANCE—EXHIBIT 6 


1. Counterpart funds 


- Millions 
A. 95 percent counterpart: of pounds 
Balance as of Nov. 29, 1951 0.6 


Still to be deposited on basis of present allotments oO 
Total 

Less amount to be used for mutually agreed overseas develop- 
ments projects 


Balance 


530.1 million pounds have been deposited to date since the beginning of 
Marshall aid, of which 528 million pounds have been used for debt retirement 
and 1.5 million pounds for technical assistance projects and relief package 
inland transportation charges. 


Millions 

B. 5 percent counterpart: of pounds 
ON ETS ol Rs SRR aie Se ea See 11.0 

Still to be deposited on basis of present allotments___.___..._-__~- .3 


» 
~o 
Less commitments for: 
Strategic materials 


Administration and eee 


Uncommitted balance 
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27.9 million pounds have been deposited to date, since the beginning of Mar- 
shall aid, of which 15 million pounds have been used for strategic materials 
for United States stockpile and 1.9 million for administrative and informatioy 
expenses. 

2. Taxation as percent of national income in United Kingdom 

In 1950 total taxation was 40 percent of the national income of the United 
Kingdom, and 32 percent of the gross national product. 

Total taxation includes all direct and indirect taxes collected by the centr. 
government and local authorities as well as social security taxes. 


8. United Kingdom military expenditures 











As percent of GNP hect 
As percent of Government budget 





4. Balance of payments on current account 





Calendar Estimated, 
sae “ calendar 
year 1950 year 1951 





Imports 
Exports--._- 
Net investment 














PARI, FRANCE—EXHIBIT 7 


MARSEILLE RNGION OF SOUTHERN FRANCE ENJOYING INDUSTRIAL AND AGRICULTURAL 
EXPANSION WITH MARSHALL AID 


Marseille, France’s leading port and a natural gateway to the countries of 
Western Europe, which had 80 percent of its harbor installations knocked out 
during the war, is today an impressive symbol of French industrial and com- 
mercial expansion with Marshall plan aid. 

Tomorrow it may develop into one of the world’s most active transit ports 
with the opening of a navigable route from the Mediterranean Sea to the Rhine 
River. 

With 2,000 years of intense commercial activity behind it, and an industrial 
expansion spreading over the past century, Marseille is still seeking more space 
for its varied growing industries. 


BASIC RAW MATERIALS 


Many of these industries could not have survived without the ERP supplies 
which have poured into Marseille, especially during the first 12 months of the 
Marshall plan. For instance, 40 percent of the edible oils and the soap pro- 
duced in the Marseille region—over half the total French production—is made 
from ECA-supplied peanuts and oil seeds. The industry provides jobs for some 
7,000 workers in the Marseille area. 


HOUSING 


This year, extensive Marshall plan counterpart aid has been enlisted to help 
reconstruct some of the 19,000 bomb-shattered houses in Marseille. During the 
first 7 months of 1950, American aid for Marseille housing totaled 437.4 million 
francs. 

PORT CONSTRUCTION AND SHIPPING 


During 1949, about 771 million francs were released from ECA counterpart 
funds to help reconstruct Marseille’s industry and commerce, including 100 mil- 
lion for new port installations. 
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Despite its war damages, estimated at about 20 billion franes (for its harbor 
installations alone), the port of Marseille, now 60 percent reconstructed, is 
more active than ever before. Port traffic last year exceeded 10 million tons. 
Significantly, imports are on the wane, and exports slowly but steadily rising, 
as France steps up her own production under the European recovery program. 

Reconstruction of France’s merchant marine in the Marseille region has also 
been spurred on by ECA. Counterpart aid has brought 1,270 million frances 
to the shipbuilding vard of La Ciotat, east of Marseille, 1,350 million francs 
to the La Seyne shipyard near Toulon, and 530 million francs to the Provence 
yard at Port-de-Bouc. 


PETROLEUM REFINING 


Hemmed in by hills, Marseille has partly solved its growing pains by expand- 
ing westward along the Mediterranean shore. Most important of the indus- 
tries which have developed along the Etang de Berre is the petroleum industry. 
Marseille is the leading European center for oil retining. 

Of the 11.7 million tons of crude petroleum France imported in 1949, 75 per- 
cent was financed by the Marshall plan. Over a third of this petroleum is treated 
in three large refineries on the banks of the Etang de Berre and the Caronte 
Canal. The three refineries together imported 4.3 million tons of petroleum in 
1949 compared with 1% million tons in 1938. 

Two of the three refineries have received direct Marshall aid. Shell Berre 
was allocated $1,890,000 for special United States refinery equipment and engi- 
neering fees to increase refining capacity from 1 million tons to 2,330,000 tons 
annually, and lube production from 20,000 to 35,000 tons. Part of this in- 
creased capacity will result from transferring nearly all production from a refin- 
ery at Pauillac, near Bordeaux, which was almost completely destroyed during 
the war. Shell Berre will also get 163 million counterpart francs in 1950. 

Close by, the Compagnie Francaise de Raffinage at La Méde has received 
$90,000 to install a catalytic cracking unit, with a gas-recovery system. The 
Mede project is expected to result in a substantial increase in gasoline 
production. 

At the same time, mounting petroleum imports through the subsidiary ports 
of Marseille, together with the increased capacity of modern oil-tankers, resulted 
in the creation of a tanker port at Lavéra, opposite Port-de-Bouc. When com- 
pleted the new tanker port will be the largest of its kind in Europe. It will 
comprise five docks 984 feet long and 331 feet wide to handle simultaneously 
nine seagoing ships. Pipelines will carry the oil to the three Berre refineries. 
Marshall plan counterpart funds have contributed 500 million frances to this 
project. 


NEW CHEMICAL INDUSTRY 


Closely linked with the development of Marseille’s oil industry, a new industry 
is growing up in the Berre region: Construction of the naphtachimie petroleum 
chemical derivatives plant, first of its kind in France, is now under way with 
the aid of an $853,000 ECA grant. Total cost of the project is estimated at the 
equivalent of $13,853,000. The factory will employ four to five hundred workers 
recruited from the Marseille area. Housing and recreation facilities for the per- 
sonnel are also going up. The chemical derivatives of petroleum to be produced 
in this new plant will save France some $11 million a year in imports. 


RHONE ELECTRIC POWER 


The industrial and commercial potentialities of the Marseille region will be 
further developed under a plan to harness the turbulent Rhone River all the way 
from Lake Geneva to the Mediterranean Sea. Two billion eight hundred and 
fifty million counterpart francs are helping to complete a French “TVA” at 
Donzére-Mondragon, above Avignon. Besides boosting France’s electric produc- 
tion by 14billion killowatt-hours per year, the over-all Rhone hydroelectric 
development plan—to be completed in 30 years—will also provide irrigation for 
thousands of acres of formerly parched soil. 


FRUIT STORAGE 
Southern France is a rich fruit country, yet up to 40 percent of fruit produc- 


tion is wasted through lack of modern refrigeration. Thus 13 million counter- 
part frances have helped a model fruit refrigeration plant at Cabannes, near Arles 
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(Bouches-du-Rhone). One of 12 such plants to be built with ECA aid in 2 
years, it is already resulting in saving 4,000 tons of, fruit annually. Operated 
cooperatively by 12 farms in the region, it consists of nine “cold rooms” all 
equipped with machines for either forced “premature ripening” or fruit conserva 
tion. Ultraviolet lamps have also been installed in each room to purify the air. 


CAMARGUE RICE PADDIES 


One of the most important agricultural developments in the Marseille region 
is rice-growing in the once desolate Camargue plains, France’s Texas. Extensive 
irrigation permitted the cultivation of 30,000 acres of rice this year, compared 
with 20,000 acres in 1949 and only 875 acres in 1942. Estimated cultivation of 
62,500 acres next year will enable Camargue to supply one-third of the 100,000 
tons of rice consumed in France per year. Before the war, France imported 
all of its rice from the Far East. Three hundred and eighteen million franes in 
ECA counterpart funds have helped buy hydraulic equipment and build two rice- 
processing plants to further the project. 


IRRIGATION 


The irrigation of the Camargue will also permit rich cereal and fruit- crops. 
Another potential resource of this region is its vast expanse of rushes, from 
which it is hoped shortly to produce paper pulp. 

Another irrigation undertaking in the Marseille region is the Vimont Barrage, 
near Aix-en Provence. More commonly known as the “Rigaud project,” after the 
French engineer who planned it, the 75-yard-high dam to hold 40 million cubic 
feet of water is nearing completion with the aid of 700 million counterpart 
francs. Basically, the project provided for the underground extension of the 
Verdon Canal to carry the waters of the Verdon River southward through the 
mountainous country east of Aix, where they will drain eventually into a series 
of valley reservoirs. The water flowing over these dams will then be channeled 
into hundreds of canals being excavated throughout the parched region of 
Aix and Marseille. Work on a second reservoir will begin as soon as the Rigaud 
Dam is completed. The Rigaud project alone will permit the irrigation of 
17,500 dry acres and provide adequate water supplies for towns and villages 
of the Bouches-du-Rhone department, including Aix and Marseille itself. 


OTHER INVESTMENT 


Agricultural development of the Bouches-du-Rhone, aside from these specific 
projects, was aided last year by 352,600,000 counterpart francs, a large portion 
in loans to wheat cooperatives. 

Nineteen hundred and forty-nine counterpart aid to the Marseille region for 
repairing industrial and commercial war damages totaled 1,102,479,000 frances. 


Paris, FRANCE—EXHIBIT 8 


ALSACE’S INDCSTRIES, ExPANDING WITH MARSHALL AID, PROVIDE JOBS FOR 
THOUSANDS 


Many thousands of French workers in the fertile province of Alsace, one of 
the worst-hit French areas in the last war, owe their jobs to the European-recovery 
program. Reconstruction of the Rhine barge fleet and the river port of Stras- 
bourg, development of oil wells and drillings at Pechelbronn, near Strasbourg, 
wide-scale expansion and modernization of potash mines near Mulhouse, and 
revival of Alsace’s cotton mills, are among the ECA-aid miracles which have 
helped put this long-suffering province back on its feet and provide employment 
for a large percentage of its population. 

The heart of Alsace is Strasbourg, one of France’s two greatest river ports. 
Strasbourg is both a prosperous commercial city and a renowned seat of learn- 
ing. The single spire of its red sandstone cathedral towers over the gabled 
roofs of the Alsatian capital and over the rich farm lands and hop fields of 
the surrounding plain. Strasbourg, so rich with historic memories, is also the 
symbol of European unity: there Europe's first council is laying the foundations 
of a better world for the free countries of the west. 
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BARGE BUILDING 


Many of Strasbourg’s 200,000 inhabitants would be in difficult straits today, 
had it not been for the Marshall plan. The lifeblood of Strasbourg is the Rhine 
River, Europe’s main artery and busiest river in the world. Rhine traffic was 
gravely crippled by the war, which destroyed or damaged about half of its 
barge fleet. France had 11,600 barges on the Rhine before the war; 9,600 were 
left at the Libération, and of these about half were in need of repair. Today, 
with steel plate partly provided by ECA, the Strasbourg shipyards are actively 
turning out new barges. In addition, American aid—first through the lend- 
lease agreement, then interim aid, and finally the Marshall plan—has totally 
financed a program to supply the Rhine fleet with 120 self-propelled, prefabri- 
cated barges. Forty-seven were ordered prefabricated in the United States 
and Canada; they have all been delivered, assembled, and launched. The re- 
mainder are being assembled with material from the United States and Canada, 
partly in Holland, partly in France. Shipyards at Dordrecht, Holland, and 
at Strasbourg, Le Havre, Lorient, and Cherbourg in France are actively carrying 
forward the work on the other half of the program. Total cost is estimated 
at $18,797,000. The material, together with electric soldering equipment, was 
entirely supplied via ERP. As a result of this program many French ship- 
building workers have found employment. 


RIVER TRAFFIC 


The importance of the Rhine fleet can be judged from the fact that it handles 
70 percent of Strasbourg’s cargoes. Almost 60 percent of the total tonnage of 
these cargoes is coal. Over half of this coal is paid for by United States aid. 

Strasbourg’s total traffic rose from 12,450 tons at the war's end in 1945 to 
3,500,000 tons in 1949. It is still below the prewar tonnage level, but steadily 
climbing back to it. 

POTASH MINING 


Another important cargo handled by the Rhine fleet is potash. This comes 
from mines near Mulhouse, Alsace’s leading industrial center. Severely damaged 
during the war, the Mulhouse potash mines which have been reequipped and mod- 
ernized with the help of 4 million Marshall plan dollars, are among the most 
important of their kind in the world. One can almost speak of Mulhouse as 
a “potash city,” with its six main factories, 12,000 workers, and 5,000 houses. 
The pits cover a huge basin from which, it is said, 300 million tons of potash 
can still be drawn. ‘Thanks to the modernization and mechanization of the 
mines, new and better equipment, and new coal-saving methods introduced for 
treatment of raw salt, Alsace’s potash production is already 162.5 percent of the 
prewar output. $y 1957, it is estimated that production of pure potash will 
reach 1,200,000 tons per year, double the 1938 output. Almost half of this output 
will be exported. 

TEXTILE INDUSTRY 


The revival of the Alsatian textile industry through ECA imports of raw 
material is another outstanding example of what the Marshall plan has meant 
for thousands of French workers. The Alsatian cotton industry was in a bad 
way at the liberation. Five hundred thousand of its 1,647,000 spindles and one- 
fourth of its looms were completely or partly wrecked. Worse still, there was no 
raw cotton to feed the mills. With hundreds of Alsatians scattered through- 
out France or prisoners of war in Russia as the result of forced enrollment in the 
German Army, the cotton workers’ force dropped from 35,800 to 12,946. 

Then in 1948 cotton started to roll in from the United States. Since January 
1948 Alsace has received over 50,000 tons of cotton, under interim aid and the 
Marshall plan—68 percent of all raw cotton treated in the Alsatian mills. 
Arrivals recently average 2,000 to 2,500 tons per month. Cotton supplies, and 
renewal of equipment with the aid of ECA dollar allocations, have brought em- 
ployment to many thousands. There are now over 33,000 workers in the Alsatian 
cotton industry and production is equal to, and in some cases above, the prewar 
level. Mulhouse is the center of Alsace’s flourishing textile industry. This 
fortified town of the eighth century was once included in the Swiss cantons. It 
owes its astonishing development to the introduction of the printed calico industry 
in 1745 and its reunion ‘with France in 1798. The printing and painting of cloth 
have made Mulhouse one of the great textile centers of the world. 
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OIL PRODUCTION 


Alsace has many other strings to its bow, and is tuning them to high-gear 
productivity today with Marshall aid. The Pechelbronn oil installations near 
Strasbourg were totally destroyed by a deadly bombardment in the last war. 
Now they are turning out and processing from 50,000 to 60,000 tons of crude oi! 
per year. Reconstruction of the Pechelbronn oil industry was helped by $156,922 
made available under the lend-lease agreement, interim aid, and the Marshall 
plan. This year, an additional $400,000 was authorized by ECA for new drilling 
equipment. 

OTTMARSHEIM POWER PROJECT 


One of the most imposing ECA-financed projects in Alsace is the Ottmarsheim 
hydroelectric undertaking on the Rhine River, about 10 miles from Mulhouse. 
Ottmarsheim is the second stage of an eight-section plan to divert the Rhine River 
into a 65-mile cement-lined canal ending at Strasbourg. Four thousand men are 
now working on the Ottmarsheim project, which was started in 1948 and is 
scheduled to be completed in 1952. The job is entirely financed by American aid. 
Counterpart funds allotted to the project for 1948 and 1949 totaled 8,647,000,000 
francs. For 1950, they amounted to 5,200,000,000 franes. 

The Ottmarsheim operation involves building a canal about 10 miles long and 
262 feet wide, with locks as big as those of the Panama Canal. Its 52-foot head 
of water will feed a hydroelectric plant with four 53,000-horsepower turbines. 
Eighty percent of the equipment is American. In 1951, Ottmarsheim will be 
producing 1,200,000,000 kilowatt-hours. Work will then begin on the third of 
the eight hydroelectric plants planned along the Rhine. 


AUTOMOTIVE INDUSTRY 


A remarkable testimonial to Franco-American cooperation is the Mathis auto- 
mobile factory in the outskirts of Strasbourg. Two hundred and forty bombs 
dumped by Allied planes on this factory in 1944, when the Germans were making 
Junker fighters there, completely destroyed the installations—all except a concrete 
air-raid shelter. Mathis himself, then in the United States, gave the authorities 
all necessary aid to permit the thorough destruction of his own plant. 

After the war, America in turn helped Mathis rebuild his factory, with part 
of the new equipment financed by ECA. The plant now produces tractors under 
an American license. It employs about 600 workers—less than a fourth of the 
prewar number, but they will increase steadily as Mathis reverts gradually to 
his former activity of building automobiles. The Mathis plant is now helping 
itself on the road to prewar prosperity, but still receives ECA aid in the form 
of vital ball bearings. 










AGRICULTURE 







Alsace’s prosperous agricultural potential has not been forgotten in the 
recovery program. Over 8 billion francs have been released from the Marshall 
plan counterpart fund to reconstruct and modernize agricultural projects in 
Alsace’s two departments, Haut-Rhin and Bas-Rhin. Dairy industries, wine 
cooperatives, irrigation, and many other aspects of the agricultural equipment 
of Alsace have been stepped up with American aid. One of the typical ECA- 
aided projects is the cooperative butter dairy of Drulingen, in Bas-Rhin, 
inaugurated in July 1948. Its construction was partly financed by ECA, through 
counterpart releases totaling 68 million franes. It now processes 6,000 quarts 
of cream a day with corresponding production of three tons of butter. Conser- 
vation of this butter has been made possible by modern cold-storage rooms, 













HOUSING 





This year, much emphasis in Marshall aid to France has been laid on housing. 
In Alsace, as in other French provinces, the reconstruction of homes, schools, and 
hospitals has had top priority. The two Alsatian departments between them 
received, in the first 9 months of 1950, about 345 million counterpart francs to 
speed up the vast task of housing reconstruction. In addition, ECA counterpart 
funds this year provided 100 million frances for repairs to the war-damaged 
hospital of Strasbourg, 20 million francs for completion .of a technical school 
at Strasbourg, and 35 million francs for reconstruction of a boys’ school at 
Haguenau, Bas-Rhin. 
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Paris, FRANCE—EXHIBIT 9 


LORRAINE, KEY TESTING GROUND OF FRENCH ECONOMIC RECOVERY WITH MARSHALL 
PLAN AID, KEEPS Pace WirH MopEerRN TIMES 


When France’s Foreign Minister Robert Schuman startled the world last May 
with a proposal to pool the French and German coal and steel output under a 
single authority, he was true to the spirit of his native, war-battered Province 
of Lorraine, where one of the greatest battles of all time—Verdun—was fought 
and won in 1916. 

Mr. Schuman’s plan, described by former Marshall plan Administrator Paul 
Hoffman as “a bold and imaginative proposal,’ will constitute a major step 
toward European economic integration. It is typical of the enterprising spirit 
which today, with Marshall plan aid, is turning Lorraine into one of the most 
powerful industrial centers in Europe. Modernization and productivity are 
key words in this eastern Province where Belgium, Luxemburg, and the Saar 
lie over the boundaries of France. 

For 38 years now, France has been making the major effort of its postwar 
reconstruction program in Lorraine, which produces three-fourths of the nation’s 
steel and iron output, and 20 pereent of its coal. An impressive proportion of 
the Monnet (reconstruction) fund, two-thirds supplied by Marshall plan counter- 
part, is going into the large-scale development and modernization of Lorraine’s 
steel mills, cokeries, mines, and thermal plants. This tremendous effort is ex- 
pected to enable France to rise soon again to the front rank of Europe's industrial 
powers, 

COAL MINES 


The Lorraine coal mines were in bad shape at the liberation. Many had been 
flooded by the Germans, many were shattered by Allied bombs. Those left 
standing were inadequately equipped. 

While massive Marshall plan coal imports were helping France tide over 
an acute crisis, a large-scale modernization and equipment plan was drawn 
up for the French mining network. The major effort of this reconstruction 
program was concentrated on the Lorraine mines, because of their production 
potentialities. The Lorraine mines are comparatively young; they have only 
been exploited intensively for the past 30 years, and can still be exploited for 
another 300 years, as compared to 100 years more for the much older northern 
mines, 

American aid bolstered this reconstruction and extension program in two 
ways: Directly, through shipment of ECA-financed equipment such as drills, 
duckbills, steel conveyors, automatie loaders, coal washers, compressers, hoists, 
scrapers, Diesel locomotives, mine lamps and hammers; indirectly, through the 
French counterpart fund allocations to Charbonnages de France, the Govern- 
ment coal agency. For the whole of France, these allocations now amount 
to almost 95 billion frances, a large share of which went to Lorraine for the 
construction of new pits and the modernization and extension of old ones. The 
Lorraine mines allow for greater mechanization than the northern mines, which 
have irregular seams. 

As result of this ECA-aided program, production in the Lorraine mines 
jumped from 7,400,000 tons in 1947, when American material first started to 
arrive, to 10,000,000 tons in 1949, as compared to only 6,600,000 tons in 1938. 
Productivity and efficiency in the Lorraine Basin are extremely high. 


MINERS’ HOUSING 


At the same time, part of the Charbonnages de France’s counterpart alloca- 
tions has been used for building some 28,000 miners’ housing units throughout 
France. About 101% billion francs have been released for this purpose. 

More than 4,000 such units have been built in Lorraine. Thus, gradually, 
the French miner’s working and living conditions are being transformed with 
Marshall aid. New and modern equipment in the mines combined with special 
measures of security and hygiene are ousting the older harder labor; cheerful 
new houses are replacing the former drab, smoke-blackened dwellings. 


COKERIES 


The French reconstruction plain in Lorraine also called for large-scale re- 
placement and rebuilding of cokeries, both for domestic and industrial gas 
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production and te supply smelting coke for Lorraine’s iron and steel industry. 
Small, scattered plants are being scrapped, and large modern plants, with dis- 
tribution networks covering larger areas, are taking their places. ECA aid 
to the French coke industry amounts to the france equivalent of about $36 mil- 
lion. 

In Lorraine, three new cokeries have already been set up. About 300 new 
coke ovens are being constructed at Carling, Marienau, Thienville, Hagondange, 
Hayange; old batteries are being replaced; more important still, some of these 
cokeries, such as Marienau are using new carbonization methods to produce 
smelting coke. Formerly, special fuel had to be imported from the Ruhr for this 
purpose. Now, certain Lorraine cokeries are using local high volatile coal to 
manufacture metallurgical coke, with a corresponding economy both in time 
and money. 

Under the Monnet plan, capacity of the Lorraine cokeries will be doubled, 
reaching 14,000 tons per day. Their modernization will save France 2 billion 
tons of imports from the Ruhr in 1952. 


STEEL 


Closely connected with the development of the coke plants, Lorraine’s steel pro- 
duction is also being stepped up with Marshall plan aid. Some of the most start- 
ling developments in postwar France are being achieved in Lorraine steel. The 
biggest European steel enterprise of all time is underway at Hayange, near Metz, 
with the help of ECA’s largest dollar allocation in any Marshall plan country: 
$49,360,000. This mighty project is SOLLAC—an organization of 9 leading iron 
and steel firms which have merged to give France the largest continuous strip 
inill on the European Continent and provide employment for 1,500 additional 
workers, besides a force of 3,000 engaged in the construction work. Located in 
the heart of the Lorraine industrial and mining region where some three-fourths 
of the nation’s iron and steel is produced, the Sollae project calls for the con- 
struction of an 80-inch continuous hot-strip mill at Seremange, and two continu- 
ous cold-strip mills at Ebange. This part of the project will be completed by the 
end of 1951. The hot-strip mill will by then produce 700,000 to 850,000 tons of steel 
coils per year, While the cold-strip mills between them will turn out 600,000 tons 
of sheets and tin plate. 

SOLLAC's second stage—scheduled for completion in 1952—is to include a cok- 
ing plant of 84 ovens, with a daily capacity of 1,600 tons of coal, crude steel ca- 
pacity of 500,000 tons per year, and a blooming mill with annual capacity of 
1,000,000 tons. 

Three of Hayange’s seven blast furnaces, now yielding 670,000 tons of pig iron 
a year, Will be rebuilt, stepping up production to an estimated 800,000 tons. Ore 
will be transported from the Hayange mine direct to the furnaces by underground 
railroad. A substantial proportion of the coal from the ovens will come from 
Lorraine mines. 

Besides the ECA’ dollar aid, representing virtually the entire cost of latest 
American equipment and machinery, 5 billion ECA counterpart francs were allo- 
cated in 1949 to cover labor, housing and materials to be obtained in France. 

When SOLLAGC, and the USINOR steel mills in northern France, also aided by 
Marshall plan funds, are in full operation, France expects to export 200,000 tons 
of thin sheets and 50,000 tons of tin plate, or about 17 percent of the flat steel 
annual output. This will produce an estimated $40,000,000 in foreign exchange. 

Other steel plants in Lorraine are also being modernized. Most of them are 
more than 40 years old, and France is making a powerful drive to modernize the 
industry on a line with competitor countries. This effort of modernization aims 
mainly at achieving quality of production and lowering prices. 
mainly at achieving important economies in fuel and labor, while also improv- 
ing quality of production and lowering prices. 

The Marshall plan has helped the Lorraine steel industry by dollar allocations 
for American machinery. The steel works of Rombas (Moselle) have received 
$1,300,000 for a blooming mill which will roll 30 percent more steel than the two 
old German-built mills of Rombas put together. There are 15 steel plants in 
Lorraine; 9 new rolling mills are being installed. 

Of 75 blast furnaces operating in Lorraine, 25 will have been rebuilt to larger 
capacity by the end of this year. 

Lorraine’s 54 iron-ore mines, which produce five-sevenths of the nation’s 
iron ore, are also being modernized with the help of $4,000,000 in direct aid to 
25 beneficiaries, 
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THERMAL POWER PLANTS 


Another aspect of the Lorraine reconstruction program, directly linked with 
coal and steel, is the new thermal equipment being installed in this region. 
Most imposing of these projects is the powerful power plant of Carling (Moselle), 
started in 1948 and due to be completed in 1952. This major project, helped 
on by counterpart allocations totalling almost 5 billion franes, will include 4 
generators of 100,000 kilowatts each, and will produce 2 billion kilowatt-hours— 
much the same output as the Génissiat hydroelectric plant on the Rhone. It 
will be the most powerful thermal plant in Europe. 

Other thermal plants are going up rapidly in Lorraine. One will go into 
operation soon at Herserange, in the Meurthe at Moselle department. Its con- 
struction has been aided by 1,413 million counterpart frances. Counterpart funds 
are also helping to build power plants at Knutange and Grossbliederstroff. 

Estimated counterpart aid to Lorraine for 1950 through Charbonnages de 
France includes 7.6 billion francs for coal mines, 6.25 billion for power plants, 
and 0.3 billion for cokeries. 

Many secondary industries in Lorraine have been pulled out of postwar chaos 
with ECA aid. In 1949, counterpart funds spent for reconstruction of industrial 
and commercial war damages in the three departments of Lorraine totaled over 
a billion francs. 

AID TO AGRICULTURE 


For the same year, Marshall plan counterpart aid to Lorraine’s agriculture 
amounted to almost 3 billion franes, for repairing damaged farm buildings, stor- 
age of cereals, irrigation, purchase of agricultural material, rural electrification, 
ete. 

HOUSING 


In addition to the new houses being built in Lorraine through counterpart 
allocations to Charbonnages de France, the SNCF (national railways) and priv- 
ate steel companies, Marshall aid has been increasingly invested this year in the 
over-all housing program. Counterpart financing of this vital aspect of recon- 
struction totaled 57 million francs in the first 8 months of 1950 for Lorraine. 

Counterpart aid of 30 million francs is also going into the reconstruction of a 
school at Frouard (Meurthe et Moselle). 





ParIs, FRANCE —EXHIBIT 10 


FRENCH PIONEERS TAPPING NEW RESOURCES IN PYRENEES REGION WITH MARSHALL 
PLAN SUPPORT 


Between the Garonne River and the Pyrenees Mountains, twentieth century 
pioneers are creating new sources of power and prosperity with the support of 
the Marshall plan. In this picturesque corner of southwest France, many 
thousands of men have been put to work exploring and developing rich natural 
resources of the region. 

ELECTRIC POWER 


Hydroelectric power is one of these natural riches. Waters of torrential 
rivers which roar down the northern slopes of the Pyrenees are being tapped one 
by one to produce the additional kilowatts needed for France’s postwar indus- 
trial expansion. Five projects, either new or expanded works, were completed 
in 1949. Two others—Pébernat and Gnioure—went into operation in 1950. At 
least 16 projects are under way and scheduled for completion between now and 
the end of 1953. When these 16 projects are completed, their production capacity 
will reach about 1,729 million kilowatt-hours per year. 

ECA counterpart funds allocated to the State-operated Electricité and Gas de 
France amount to over 168 billion franes to date—almost a third of the total 
French counterpart expenditure (561 billion frances). This year, all hydroelec- 
trie projects of Electricité de France are being entirely financed by counterpart 
funds. For the Pyrenees network the bill this year runs to approximately 13 
billion francs. 

When the Pébernat hydroelectric works on the Ariége River went into opera- 
tion last June, its walls bore a plaque stating that it had been built with the 
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help of more than one and a half billion ECA counterpart francs—about thre 
quarters of the total cost. Using a 73-foot head of water, Pébernat’s two gene: 
ators of 11,500 kilovolt-amperes each will add an annual 50 million kilowat; 
hours to France's electric power. Approximately 300 workers are employed on 
the project. Thousands are employed in the over-all hydroelectric development 
of the Pyrenees rivers. 

At Gnioure, 6,000 feet up in the mountains only a few miles from the Andorran 
border, one of the largest artificial lakes of the Pyrenees is forming behind a 
253-foot dam to back up 28,500,000 cubic meters of water and provide 60 million 
kilowatt-hours per year. The water put to work here—part of whch comes from 
Pébernat—will be used five times before it reaches the Garonne near Toulouse. 

This program, aimed at boosting the Pyrenees’ electric potential 50 percent, 
will assist programs to increase output of nitrates, woolen goods, timber, and 
other industries of the region, and will also permit further rural electrification. 
As a result, many thousands more workers will find employment. 


OIL 





AND GAS 


So France may reduce petroleum imports, which are 75 percent financed by) 
ECA, the Marshall plan is helping her to produce her own. Three companies 
in southern France are currently engaged in an intensive search for petroleum. 
ECA has granted them substantial dollar allocations to buy essential American 
drilling equipment. 

The search for oil at the foot of the Pyrenees has been going on some 30 years. 
Between 1920 and 1935, 150 wells were drilled from the Atlantic to the Medi- 
terranian. Only one of the wells was productive—and it dried up in 1935. 

Undeterred by apparent failure, the pioneers continued. Seeking petroleum, 
they found gas at St. Marcet in the Haute Garonne. In 1939, on the eve of the 
war, France had discovered a new wealth. The first natural gas deposits tapped 
at St. Marcet yielded 180,000 cubie meters a day; today, 40 wells are operating, 
supplying nearly 300 million cubic meters of natural gas yearly. 

In 1942, an underground pipeline brought this gas to Toulouse. The gas now 
flows through 800 kilometers of pipelines, supplying the southwest towns of 
Bordeaux, Pau, Agen, Montauban, and the Garonne Valley. 

Many industries have benefited by this discovery. Metallurgical and chem- 
ical plants, steel plants, paper mills, and other industries are now using gas 
instead of coal or electric power. Hundreds of workers were saved from unenm- 
ployment which threatened in many factories after the war due to severe fuel 
and power restrictions. 

The company which discovered gas at St. Marcet, the Régie Autonome des 
Pétroles, has received $200,000 worth of Marshall plan-financed machinery and 
drilling equipment. Most of the St. Marcet natural gas is treated in a new gas- 
extraction plant at Boussens. Shortly after the war this plant was built by the 
Hudson Engineering Co., of Houston, Tex. It went into operation in March 
1949, treating about 1,200,000 cubic meters of gas per day. Although the plant 
was purchased with private credits before the Marshall plan, American technical 
know-how has contributed largely to its success. 

At Toulouse, St. Marcet’s gas serves another purpose. At the ONIA (Office 
National Industriel de L’Azote) plant employing 3,000 workers on the outskirts of 
the city, it is turned into ammoniac, a combination of hydrogen and nitrate, im- 
portant in the fertilizer industry. 

Meanwhile, the search for oil went on. Another oil company created during 
the war, the Société Nationale des Pétroles d’Aquitaine, started to prospect the 
entire Pyrenees region—some 7,000,000 acres from Bayonne, on the Atlantic, 
to Quillan, in the Aude department, and as far north as Albi, in the Tarn. The 
search was fruitless for years. Then under the Marshall plan, the Société 
Nationale des Pétroles d’Aquitaine was allocated $275,000 for American drilling 
equipment. 

In the spring of 1950, the pioneering finally scored. <A rich oil well was dis- 
covered at Lacq, near Pau. During the first 24 hours, 2,260 barrels of clean oil 
flowed from the new well. 

The oil search is continuing in the Lacq region with vital drilling machinery 
supplied under the European recovery program—power hoists, Diesel engines, 
slush pumps, transmissions, casing heads—most of which cannot be obtained 
in France. Some drilling equipment, however, was brought to France by the 
Germans during the occupation, because Hitler hoped to exploit French petroleum 
deposits for his war machine. 
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Another oil company operating in the Pyrenees region, the Société Nationale 
du Languedoc Méditerranéen, also received American drilling machinery through 
a $279,000 Marshall plan allocation. 


COAL 


In addition to other natural resources the Pyrenees and Garonne regions pro- 
duce coal. Two main coal-mining centers are Carmaux, in the Tarne depart- 
ment above Albi, and Decazeville, in the Avoyron department, almost at the 
foot of the Massif Central. 

At both, extensive modernization is being carried out, due mainly to the advice 
of an American consulting engineer who visited the mines shortly after the war. 
The work is financed by the Monnet plan modernization and equipment fund, 
two-thirds supplied by ECA counterpart francs. The program will be completed 
in 1951. 

At Carmaux, the project involved the digging of subterranean galleries to 
pring the coal directly to the washing installations by means of traveling bands. 
A new coke oven has been set up at Carmaux, and a thermal power plant is alse 
being constructed. 

At Decazeville, special American coal-digging equipment, including two 200- 
ton Marion scoops, 14 giant lorries, 5 powerful rock-drills, heavy earth-moving 
machinery to clear roads, bulldozers and power graders began to arrive in 1947. 
The big machines came at first under lend-lease and interim aid, later under 
ERP, to help dig some 38,000,000 tons of coal out of a hill. This open-mining 
project has been turned into the most modern exploitation of its kind in Europe. 
A 30-percent increase in production has been achieved. 

Monthly production of the two mining centers now averages 170,000 tons per 
month. 

AVIATION 


Among other industries in the Pyrenees region receiving Marshall aid is the 
Société Nationale de Construction Aeronautiques du Sud-Est (SNCASE) which 
makes “Armagnac” transport planes at Blagnac, near Toulouse. This spring it 
received a $4,500,000 ECA allocation for 54 Pratt & Whitney engines and acces- 
sories to complete its program of 15 new 4-motor SE-2010 transport planes. 
This project has assured continuing employment for approximately 1,500 workers 
at the aircraft plant while other workers making accessories and semitinished 
products for the aircraft are also benefiting by the program. 

SNCASE had previously received $1,500,000 in ECA credits for the same pro- 
gram. In 1949-50, approximately 30 million ECA dollars were granted France 
for aviation equipment. 

WOOL 


East of Toulouse, at the extreme southern point of the Tarn department, the 
village of Mazamet is known as the “world capital of denapping.” Denapping 
consists of separating the two products of a sheepskin—wool and leather. 
Mazamet has long been a center for this industry because the water from springs 
in the region is ideal for the process. 

Years ago, Mazamet weavers used wool shorn from local sheep but the sheep 
flocks gradually disappeared. So, in 1851, a Mazamet weaver decided to order two 
bales of sheepskins from Buenos Aires. Soon, sheepskins from the world over 
were pouring into the village. By 1938, Mazamet was handling three-quarters 
of the world’s production of sheepskins, an average of 60,000 tons yearly. The 
Mazamet wool was exported chiefly to Britain, while the skins went to tanneries 
in France and other countries. 

During the war years, Mazamet was cut off from international trade, its de- 
napping industry at a standstill. At the libération, conditions were little better. 
It was not until under the Marshall plan, with drawing rights to buy 7,225,000 
pounds sterling worth of hides from Australia, New Zealand, and South Africa, 
that the industry really revived. Mazamet is again the world capital of 
denapping. 

OTHER INDUSTRIES 


In the Basses Pyrenées department, over 36 million frances from counterpart 
funds were allocated in 1949, to repair industrial and commercial war damages. 
Of this sum, almost 20 million were devoted to the reconstruction and moderni- 
zation of hotels, for France’s important dollar-earning tourist industry. 
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Counterpart aid for viticulture and the construction of wine-processing plants 
Was given in 1949, to the Pyrénées Orientales (about 245 million franes), the 
Aude department (96 million francs), Haute Garonne (79 million franes), and 
the Basses Pyrenées (16,700,000 francs). 


AGRICULTURE 


ECA counterpart allocations for agriculture totaled about 830 million francs 
in 1949 for the departments of Basses Pyrénées, Hautes Pyrénées, Haute Garonne, 
Ariege, Pyrénées Orientales, and Aude, along the Spanish border. The projects 
included rural electrification, irrigation, dairies, fruit production and storage, 
wine growing, and rural construction. 

Another Marshall-plan contribution to the Pyrenees region has been the intro- 
duction of American hybrid seed corn. Its use is steadily spreading among local 
farmers, who have found it the means of boosting their corn yields by 30 to 40 
percent. 


Paris, FRANCE—EXHIBIT 11 


RUGGED MASSIF CENTRAL PRODUCING ELECTRIC POWER FOR EXPANDING INDUSTRIES 
UNDER EUROPEAN RELIEF PROGRAM 

To Frenchmen, the “heart of France” is the wild, rugged region of the Massif 

Central in the Auvergne, a picturesque land of high plateaus, roaring mountain 

rivers, and extinct volcanoes. 


ELECTRIC POWER 


The Massif Central is, with the Alps and Pyrenees, one of the three great 
sources of hydroelectric power in France. Here, the Marshall plan is aiding 
power development and expansion: Some 45 billion counterpart francs already 
have been invested in this program which, when completed, will yield almost 3 
billion kilowatt-hours annually. 

Most spectacular of the projects undef way is the nearly 400-foot dam at Bort- 
les-Orgues, in the Dordogne. 

Said: to be the most modern in Europe, this dam will back up 470 million cubic 
meters of water and produce 350 million kilowatt-hours per year. Preparatory 
work started in June 1942 and the project should be completed by the end of 
1952. It was planned by engineer André Coyne, known as the “artist of dams.” 

The project’s 660,000 cubic meters of cement are being turned out at the rate 
of 200 cubie meters an hour in a giant cement factory overlooking the dam. The 
cement is “cooled” by a special pipe-work system. Ingredients for the huge mixer 
are scooped up from the river bed and swung to the cement plant by cable car. 
Manufacturing cement on the spot will mean an economy of 30,000 tons of coal. 
Counterpart funds invested in the Bort-les-Orgues project amounted to 31% 
billion franes in 1949 and almost 5 billion frances for 1950. 

Two other important dams using the waters of the Dordogne are l’Aigle and 
Chastang. The graceful curving l’Aigle Dam, with 3 out of 4 generators 
already in operation, will be producing 500 million kilowatt hours by spring 
1951, when its fourth generator goes into operation, The Chastang Dam, using 
a narrow gorge of the winding Dordogne, is another project planned by Coyne. 
This 262-foot dam, now almost completed, will back up 180 million cubie meters 
of water and produce about 600 million kilowatt-hours per year. 

Another Massif Central hydroelectric project, is that at Peyratle-Chateau 
about 30 miles east of Limoges. Here ingenious engineering tackled the build- 
ing of four dams and three mountain tunnels. The waters collected from the 
Vienne and smaller rivers finally plunge 830 feet to the generating plant, built 
underground. Three generators will have an annual output of 110 million kilo- 
watt-hours. 

Still more dams and power plants are going up in the valleys of the Truyére, 
the Lot and the Tarn, along the southern border of the Massif Central. The 
great artificial lakes formed in these wild mountains, filling twice yearly with 
melting snow in spring and autumn rains, will provide important reserves of 
water power for dry seasons. 
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COAL 






St. Etienne is in the heart of an important industrial region noted for its 
coal-mining and metallurgical activities. The coal pits of the Loire yield an 
average of 31% to 4 million tons per year, ranking third in the nation’s coal 
output, after the Northern basin and Lorraine. Modernization of Loire coal pro- 
duction has been aided by ECA counterpart funds. 

Counterpart funds are also helping construction of a thermal plant at Le Bee, 
near St. Etienne, and a coke plant in the same region, while 90 million counter- 
part francs have been allocated for a gas plant and transport network at St. 
Etienne. 











STEEL 






Schneider & Co. is one of the oldest and largest steel producers and metal 
fabricators in France with about 15,000 workers. The company’s main plant 
is at Le Creusot, in the Saéne-et-Loire Department. There are two other plants 
at Chalon-sur-Saéne, in the same Department, and at St. Etienne, in the Loire 
Department. A fourth plant is at Anzin in northern France. 

The Le Creusot plant was heavily bombed in 1942 and 1948; retreating Ger- 
mans also destroyed a large part of the factory. Schneider has had to con- 
centrate most of its efforts during the past 5 years on a gigantic task of re- 
construction and repair, helped by 216 million franes from ECA counterpart 
funds in 1949. 

With plant reconstruction now practically completed, Schnedier is moderniz- 
ing its works and purchasing new equipment. ECA has allocated $1,930,000 
for heavy-duty machine tools, two-thirds of it for the Le Creusot plant. 

Schneider produces hydroelectric equipment, steam turbines, mining equip- 
ment, iron and steel installations, such as blast furnaces and mixers; boilers, 
steam and electric locomotives, Diesel motors and compressors, and machine 
tools. Its main customers are Electricité de France, SNCF and Charbonnages 
de France, which together represents practically the entire output of French 
electricity, the entire railroad system and all the nation’s coal mines. 



















RUBBER 









Rubber is a major industry in central France and France ranks third in world 
rubber production after the United States and Britain. French rubber is de- 
pendent on ECA financed imports of carbon black, used as a reinforcing agent 
to impart high tensile strength and increase resistance to abrasion and cutting. 
England and Germany are presently producing small quantities of carbon black, 
but the United States is the only country with an excess output sufficient for 
French needs. 

France has imported approximately $15,000,000 worth of carbon black under 
the Marshall plan: 15,000 tons in 1947, 18,300 tons in 1948, and 21,875 tons in 
1949. Nineteen hundred and fifty imports are estimated at 23,000 tons. Among 
the importers are the big rubber plants of Michelin and Bergougnan at Cler- 
mont-Ferrand (Puy-de-Doéme). Michelin, which employes 11,000 workers, makes 
only tires, while Bergougnan, employing 3,000 workers, produces tires and other 
rubber products. 

Besides carbon black, both plants have also received ECA aid for synthetic 
rubber and machinery. Without the Marshali plan, thousands of workers 
would have faced certain unemployment. 

















SILICONES 





At Montlucon, in the Allier department, a new factory is being built with ECA 
help to produce silicones—used for electric insulating materials for high 
and low temperature performance in hydraulic systems, damping mechanisms, 
electrical condensers, heat-resistance greases, paint and varnish. The United 
States is now the only country producing silicones on a large scale, and France 
has imported $35,000 to $50,000 worth from America annually. Under an ECA 
industrial guaranty contract the Dow Corning Corp., of Midland, Mich., invested 
$21,350 in a new French firm, Société Industrielle des Silicones, to start 
production in France. 

The factory, nearing completion, is expected to turn out 3,000 to 6,000 pounds of 
Silicone products per month. France will not only be able to eliminate dollar 
silicone imports, but also to supply European markets, 
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LACE 


Le Puy en Velay, a mediaval Auvergne town, has been famous since the 
twelfth century for its hand-made lace. During and after the war, Le Puy lace 
was seriously threatened by the lack of raw materials. The 72 companies and 
hundreds of skilled artisans were aided by ECA cotton imports. More than 30 
tons of American cotton a year, with a few additional tons from Egypt and 
colonies, brought Le Puy lace production back to prewar levels and insured 
employment for the workers. 

About 25 percent of the production, including embroidery for lingerie, table 
cloths, curtains, and bed covers, is exported, There are now 210,000 mechanical 
spindles operating in Le Puy region. The mechanically woven product is claimed 
to be almost indistinguishable from hand-made lace. 


EXPORTS 


Carrying out the Marshall plan precept of cooperation. Auvergne industrial- 
ists have joined to promote foreign sales of their products. Their association, 
known as the Groupement des Exportateurs d’Auvergne, shipped 450 million 
francs worth of goods to 45 different countries in 1948. Auvergne products 
exported include glass rosaries, billberries and wild strawberries, garlic, gentian, 
mint, hand-made lace gloves, and cutlery. For 1949 exports totaled about 500 
million francs. 

Limoges is France’s chief porcelain center. Almost $600,000 worth of table 
services and decorative articles made there were shipped to the United States 
in 1949. 

FOOD AND AGRICULTURE 


In 1949, 128 million counterpart frances were spent for equipment and mod- 
ernization of cold-storage installations in the region of Clermont-Ferrand, and 
40 million went into the dairy industry. 

In the same year over 700 million counterpart francs were allocated for agri- 
eultural projects in nine departments of central France. The money was used 
for modernizing and equipping slaughterhouses, dairies, fruit storage plants, 
rural electrification, road mending, water supplies, and farm equipment. 


SCHOOLS 


The reconstruction of a coeducational college at Ussel (Corréze) is being 
helped by 71 million counterpart frances. 


PAnRIs, FRANCE—EXHIpIr 12 


MARSHALL PLAN Hetps AxcertaA To Boost Irs INDUSTRIAL AND AGRICULTURAL 
POTENTIAL AND IMPROVE LIVING CONDITIONS OF POPULATION 


Algeria and America have much in common. Both are new countries, with vast 
expanses of desertic, uncultivated land contrasting with the rich yield of fertile 
areas, and an industrial potential with a great future. Also in common are an 
enthusiasm for doing things in a big way and a practical mind open to all the 
advantages of modern techniques and machinery. 

Yet Algeria, for all its promising future, would be in a bad way today without 
the friendly help of the United States. 

At the end of the war, Algeria was faced with a terrible food shortage as result 
of a series of droughts and bad crops. European countries were too poor 
themselves to be of any assistance. There was neither coal or gasoline, nor 
sufficient electric power, to keep Algerian industries alive. Equipment and 
machinery—largely supplied by America before the war—were hopelessly worn 
and outdated. 

In 1946, the Algerian Government drew up a 20-year equipment and modern- 
ization plan to boost production and raise living standards. This ambitious pre 
gram would have been delayed indefinitely if the Marshall plan had not come to 
its support. After shipping Algeria the foodstuffs and raw materials it so 
badly needed, the Marshall plan furnished equipment, industrial goods, building 
material and tractors. Counterpart funds, on the other hand, went into large- 
scale projects—electrification, irrigation, mining—essential to the industrial 
and agricultural development of Algeria. 
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With an area four times that of France, and a population of 9 million in- 
creasing at the rate of 150,000 a year, Algeria is still a comparatively poor 
country. Its living standard is lower than in European countries, due mainly to 
irregular crops and a subtropical climate. It is therefore a vital necessity for 
Algeria to raise and stabilize agricultural output on the one hand, and to develop 
power resources and industrial production on the other. This is exactly what 
the Marshall plan is helping it to achieve. 

The two outstanding problems in this respect are water and electric power. 

Rainfall in Algeria is relatively light, but violent, usually coming in largest 
quantity at the end of the summer, after a long dry spell. These sudden, tor- 
rential rains are disastrously erosive and result in destructive floods. 

During the rest of the year, vast areas are parched for iack of irrigation, 
and even urban centers run short of water supplies. 

Hence, the tital need: (@) to improve the year-round water supply by the 
construction of large dams and canals, and the utilization of underground waters, 
(b) to combat erosion by means of soil conservation measures. 

The agricultural development of Algeria is almost entirely conditioned by 
the water factor. It is estimated that some 750,000 acres of land can be turned 
over to cultivation in the next 20 years througn adequate irrigation. There 
are Only about 1.6 acres of arable land per inhabitant in Algeria today. If soil 
destruction and population increases continued at the present rate, this would 
be cut by more than half in another 50 vears. 

The electrical production of Algeria is equally vital. There is little coal in 
this country, and as yet very little petroleum. The energy needed for the growth 
of industry and agriculture must therefore be drawn from electric power in- 
stallations. 

Present electrical power output is still far below consumption needs, although 
it rose from 288,000,000 kilowatt-hours in 1938 to 510,000,000 in 1949. Plans call 
for an output of 700,000,000 kilowatt-hours in 1952, Half will come from hydro- 
electric installations, and half from thermal plants. 

The electrification and irrigation programs in Algeria have benefited from 
extensive Marshall plan aid. 

ELECTRIFICATION 


Development of Algeria’s electric power resources has received the largest 
share of Marshall plan counterpart funds invested in Algeria: of a total of 
about 21.5 billion counterpart franes released for Algeria from April 3, 1948, 
through December 31, 1950, 11,846,000,000 francs were spent on the country’s 
electrification—more than a fifth of the total 50 billion frances which the Algerian 
Government plans to invest in this program during the 5-year period from 1948 
to 1952 inclusive. The Marshall plan has also centributed considerable direct 
(dollar) aid for the equipment and material needed to carry out the electrical 
equipment program. 


1. Hydroelectric plants 

Marshall plan counterpart funds are being used to complete a series of 11 small 
hydroelectric plants begun under a program launched in 1940 and resumed after 
the war. Nine of these plants are scheduled for completion in 1951 and will 
produce 168,000,000 kilowatt-hours a year. They are located at Fodda, Beni 
Bahdel, Bou-Hanifia, Ain-Temouchent, Eckmuhl, Ain-Beida, Boghni, Michelet, 
and Maillot. The other two, at Chabet-Saiad and Foum el Gherza, are to be 
completed in 1952. 

Counterpart funds are also being used to complete construction of the biggest 
power plant in the French overseas territories, located on the Oued (river) 
Agrioum near Kerrata, midway between Algiers and Constantine. This major 
project will supply 175,000,000 kilowatt-hours per year—one-quarter of Algeria’s 
needs. It consists of a 6-mile tunnel, completed last year, which will carry the 
water to a vast underground plant almost 200 feet below the earth’s surface. 
The plant will be about 220 feet long, 66 feet wide, and 72 feet high. Started 
4 years ago, it will begin operation in June 1951. Iril Emda Dam, on whose 
power it depends, is to begin backing up water in March 1952, and the entire 
project is scheduled for completion by January 1953. 

It is estimated that the Oued Agrioum project will save Algeria 90,000 tons of 
coal yearly and the cost of building a major 50,000 .kilowatt-hour thermal 
plant. 

Marshall plan counterpart amounting to more than 25 billion francs went into 
all these projects in 1950 alone. 
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2. Thermal electric power plants 

The main effort in this field is the building of two large power plants in the 
ports of Oran and Bone, and the expansion of two other plants at Algiers. 
Linking of the Bone and Oran centrals will permit an output of about 40) 
million kilowatt-hours annually by 1953 and afford a yearly saving of some 
100,000 tons of coal. The port of Hamma plants at Algiers, and another group 
at Mers-el-Kebir, will also be tied in with the Bone plant. A Pan-Algerian elec 
trical grid is nearing completion. 

In the great sands of the Sahara in southern Algeria, Marshall plan counter 
part is helping in completion of a diesel electric plant at the oasis of Toggourt. 
This plant will also provide the means of pumping water to irrigate one of 
Algeria’s most important date-producing areas. 

Other diesel electric plants in more or less isolated communities such as 
Geryville, Sodrata, and Herbillon are being improved. 


IRRIGATION, DRAINAGE, AND WATER CONTROL 


The construction of large dams in Algeria serves a double purpose; it builds 
up reserves of hydroelectric power, and enables the irrigation of extensive areas. 
With the help of 5,460,000,000 francs—4,105 million in 1949 and 1,855 million 
in 1950—supplied by the counterpart fund, two major dams are being completed 
at Sarno and Foum el Gherza. The Sarno Dam will back up 30 million cubic 
meters of water and insure regular irrigation of almost 14,000 acres of cultivated 
land. The Foum el Gherza Dam, backing up 15,000,000 cubic meters of water, 
will permit irrigation of about 3,800 acres of palm groves and provide 1,000,000 
kilowatts of electricity annually. 

Twelve other major irrigation projects are under way in various regions of 
Algeria. They will increase the irrigated land in certain areas from 84,000 to 
almost 350,000 acres under a long-term program. 

Irrigation of the Plain of St. du Sig through a dam on the Oued Sig will 
add another 15,000 acres of irrigated land, while a dam on Oued Abdi, in the far 
south, will permit economic recovery of the oasis of Biskra and provide further 
precious kilowatts. 

The utilization of subterranean waters is another possible means of irrigating 
the semiarid regions of Algeria, as for instance the Chott-ech-Chergui tableland 
(2,000 square kilometers) in southwest Algeria and the northern part of the 
Sahara Desert. New and vital sources of water have been tapped in many of these 
parts with the help of modern drilling equipment, some of which was supplied 
through the Marshall plan. This program when completed will result in a sub- 
stantial increase of pasture land in dry regions, and provide adequate water 
supplies for the flocks of sheep which formerly roamed the desert fringe in a 
search for water. Irrigation of palm groves and development of new power 
sources will also result from this program. 

In addition to the construction of dams and the exploitation of underground 
waters, an elaborate distribution network is being set up to insure adequate 
supplies for the urban centers. 


SOIL CONSERVATION 


Closeiy connected with the irrigation program, a vast plan to combat the 
erosive effect of torrential rains and protect valleys and towns from inundations 
is being carried out by the Algerian Soil Conservation Service with ECA assis- 
tance. ECA recently approved an allocation of $603,750 for the purchase of heavy 
American machinery—crawler tractors, motor graders, rooters, grubbers, and 
miscellaneous equipment—to rescue 2,400,000 acres of land urgently in need of 
treatment. Erosion control and soil conservation are a vital element in the over- 
all program to improve economic and social conditions in Algeria. They affect 
food supplies, agricultural exports, timber resources, and the protection of gener- 
ating equipment. Antierosion methods have been practiced in some areas of 
Algeria for more than 40 years, but the campaign is now expected to make rapid 
progress with the machinery provided through ECA. 

The program consists primarily of contour terracing of land with a view either 
to rehabilitating denuded areas or protecting crops, reservoirs, and towns located 
below the terracing point. For instance, bench terraces constructed on steep 
slopes of the Tell Atlas Mountains prevent violent rainfalls from flooding cities 
such as Blida in the valley below. Elsewhere, fruit trees and grain crops are 
grown successfully on land retrieved by antierosion terracing. 
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Algerian officials say 12,000,000 acres of their territory are now exposed to 
erosion processes, that 4,800,000 acres should be protected quickly, and that 2,400,- 
000 acres are in critical need of treatment. 

In addition to direct dollar allocations for the purchase of heavy machinery 
and equipment parts, the Marshall plan has contributed 400 million francs in 
counterpart to the Algerian soil conservation and reforestation program. 





AGRICULTURAL MODERNIZATION 


Algeria’s economy is primarily conditioned by the country’s agricultural re- 
sources. The Moslem population, essentially rural, lives almost entirely on crops 
and sheep breeding. The bulk of Algeria’s exports is composed of surplus 
agricultural products. Yet food supplies for the constantly growing population 
are inadequate. Moreover the arable land available per inhabitant is limited. 
Hence the need to squeeze the utmost from every acre of land, by means of 
irrigation, modern machinery, and techniques. 

The Marshall plan’s contribution to the Algerian agricultural modernization 
program consists of more than $11,000,000 worth of agricultural machinery and 
equipment, including $6,000,000 worth of tractors. The number of tractors in 
Algeria has doubled since 1988. Almost half are the heavy crawler type, best 
adapted to the dry, hard, uneven soil of Algeria. 

Harvester-threshers, reapers, and binders, heavy plows, and pulverizing ma- 
chines, and complete sets of equipment parts, shipped under ERP, are also 
helping Algerian farmers to step up their production. 

Perhaps more important still, the Marshall plan is contributing a share in a 
far-reaching program to modernize the native population’s farming methods 
and social conditions. This revolutionary program, aimed at initiating the 
Algerian “fellahs” (native farmers) to the use of modern machinery and modern 
agricultural techniques, is gaining momentum through the organization of model 
collective farms, Government-financed, known as Secteur d’ Amélioration 
Rurales (rural improvement sectors), or SARs. 

There were only 12 such farms in 1946, when the program was launched. To- 
day, there are over 120 farms, covering about 10.5 million hectares and grouping 
about 90,000 fellahs. At the request of the native landowners themselves, these 
farms are organized, and supervised, by French farm experts. The SARs are 
divided into three main categories—grain crops, sheep breeding, and fruit 
growing. 

These model farms have a twofold purpose—the economie and the social 
betterment of the natives. As well as being trained how to drive and repair 
tractors and learning crop rotation, the fellahs are also moving gradually out 
of deep-rotation resignation to the “will of Allah.” They are gradually shaking 
off centuries of routine and humble fatalisms and awakening to the European 
concept of well-being and social progress. 

In addition to the financial and technical assistance which is enabling them 
to modernize their ancestral farmlands and eat better, houses, schools, and 
infirmaries are being built for them under this program. 

Here again, the Marshall plan’s contribution is twofold—agricultural ma- 
chinery supplied threugh dollar aid, and counterpart investments in Algeria’s 
agricultural program. 

The SAR campaign ha3 already produced excellent results. The grain crop 
increased by 100,000 quintals in 1949, and 3,000 hectares of orchards were planted 
that same year. Loans made to native breeders have enabled them to buy 
sheep. Wells have been dug, roads built, ground cleared, and houses set up 
for the fellahs. Increased production in 1949 netted the native farmers almost 
500,000,000 francs more than in the preceding year. ° 

The Marshall plan has helped Algerian agriculture in many other ways. For 
instance, the Algerian vineyards, which produce some 15 million hectoliters of 
wine a year and represent almost 50 percent of the total value of Algeria’s agri- 
cultural output, have received ERP shipment of sulfur and copper chemicals 
vitally needed to combat deadly crop diseases such as mildew. Algeria has re- 
ceived $272,000 worth of chemical products under ECA procurement authoriza- 
tions. Algerian wine exports are one of the country’s main economic props. 

Citrus production is another branch of Algerian agriculture which has bene- 
fited largely from Marshall-plan aid. Shipments of ECA-financed insecticides 
($500,000) worth have helped preserve Algeria’s 2,500 acres of citrus orchards. 
New equipment and material have been allocated to Algerian fruit cooperatives. 
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Modern American methods of fruit-preservation and treatment have also been 
adopted. Special automatic equipment shipped from the United States under 4 
$53,000 allocation will enable a new Algerian fruit-juice factory at Boufarik 
south of Algiers, to produce 1,500 liters of fruit juice per hour. Exports of 
Algerian fruits and fruit juices will also help build up the country’s economi: 
stability. 

COAL MINES 


Algeria’s coal mines are located in the South Oran region, in the Sahara 
borderland 200 miles south of the Mediterranean. They produce about 300,000 
tons yearly, or more than half of the total Algerian consumption. This output 
is considered close to the maximum for the outlets available. 

After helping tide Algeria over an acute fuel crisis through the shipment of 
$4.5 million worth of coal and byproducts, the Marshall plan is now supporting a 
program to raise productivity and reduce production costs in the working of the 
nationalized mines. This program involves principally more intensive training 
of miners, reorganization and centralization of the mines from a production 
standpoint, improvements in the transport system, and constructive of housing 
projects for miners to obtain a stabilized personnel. 

To date, Marshall-plan counterpart has contributed 449,000,000 francs to this 
program, the Algerian coal mines in addition to dollar allocations for material 
and equipment. 

MINERAL RESEARCH 


Algeria has long been believed to be the depository of extensive and important 
mineral riches. Today, with Marshal-plan assistance, French geological crews 
are scouring hitherto unexplored regions of the Sahara desert for hidden wealth. 
They have been furnished with about $1,140,000 worth of American machinery 
for mineral prospecting deep in the sands of the Sahara’s “great western” sand 
bills, and in the Atlas Mountains of northern Algeria. Research is being focused 
on copper, manganese, lead and zinc, iron ore, phosphates, and other metals. 
In addition to supplying equipment, including mobile compressors, geophysical! 
apparatus, and drilling machinery, the Marshall plan is also helping this pro- 
gram through counterpart aid totaling 714,000,000 frances to date (310,000,000 to 
the Algerian Mineral Research Bureau, 270,000,000 for mine roads and trails, and 
134,000,000 for mine electrification). 

To date only 10 percent of Algeria has been prospected to any great extent. 
The discovery and exploitation of mineral deposits would afford Algeria a new 
and important source of foreign currencies. 

Progress of the explorers is necessarily slow owing to water, food, and trans- 
portation problems, but hopes run high, and the French pioneer crews are greatly 
aided by ECA-supplied equipment, such as the hardy American trucks and jeeps 
which can travel over any terrain. 

At the same time, a broad program for the modernization of Algerian iron, 
phosphate, and nonferrous metal mines is being carried out. Over $3,500,000 
worth of ECA machinery has been allocated to Algeria for this program, which 
is expected to boost production substantially. At Mesloula, for instance, Algeria’s 
major existing lead mine, formerly worked underground, is being converted 
into an open-face operation. Quarrying, washing, and sorting machinery supplied 
through ECA is being installed. 

An open-face iron mine at Ouenza, Algeria’s biggest ore producer, is pushing 
its production back to the yearly prewar level of 2,000,000 tons with the help of 
modern United States machinery. With the installation of ECA-financed quarry- 
ing and drilling machinery, special tractors, and compressors, the output is 
expected to rise to 2,500,000 tons. 

Several other mines, including phosphate quarries, iron, lead, zine, copper, 
and tungsten mines are also being equipped through the Marshall plan. 


PETROLEUM RESEARCH 


Although the search for “black gold” in Algeria started in 1890, it developed 
as a methodical, scientific program only after the war, when the Société Nationale 
des Recherches et d’Exploitation des Pétroles en Algérie (S. N. Repal) was 
created at the instigation of the Algerian Government. This new society began 
systematically to scour a vast expanse of about 400,000 square miles in the 
Sahara Desert and other parts of Algeria believed to hold oil. 
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The Marshall plan, which has shipped more than $8,000,000 worth of petroleum 
to Algeria (in addition to ECA-financed petroleum refined in France and sent 
on to Algeria), is now helping Algeria develop its own oil resources, thus giving 
the lie to Communist propaganda which accuses the Marshall plan of merely 
dumping American surplus production and throttling European rival industries. 

S. N. Repal has obtained a $720,000 allocation through ECA to carry on its 
prospecting—$500,000 for the purchase of new equipment and $220,000 for 
maintenance and replacement equipment such as drilling and derrick tools, 
testing and production equipment, and special safety gear. This machinery is 
now being used for drillings in the Chelif Basin, midway between Algiers and 
Oran; in the Hodna Basin, on the northern edge of the Sahara Desert; and in 
the Sahara Basin itself. Productive oil wells have already been drilled in the 
region of Sidi-Aissa, not far from Algiers. Capacity of the new oil field averages 
40,000 liters per day. 

Oil prospecting in Algeria has also been helped by an allocation of 600,000,000 
francs in counterpart. 

CEMENT PRODUCTION 


Algeria’s cement producers are another industry which has received a boost 
through Marshall plan assistance. The three north African countries, Algeria, 
Morocco, and Tunisia, have more than tripled their cement output since the war. 
Although demand for cement has climbed about 60 percent because of reconstruc- 
tion and industrial development, north Africa is now virtually self-sufficient in 
the building industry. In 1938, the north African territories used 700,000 tons 
of cement, of which only 300,000 tons were produced locally and the remainder 
imported. ‘Today, demand has soared to 1,100,000 tons annually, and production 
has reached almost the million-ton level. Plant-expansion plans now being 
carried out will bring the output to current demand level by 1951. 

Some 2,000 Moslems and 500 Europeans are currently employed in making 
cement in north Africa. Their industry has benefited from $689,00 in ECA aid. 

Biggest share of the expansion program is being carried on in Algeria. The 
major Algerian cement plant, at Pointe Pescade, near Algiers, has almost quad- 
rupled its production. Modernization of this factory, with $267,000 worth of 
ECA-supplied equipment, has boosted output to more than 250,000 tons yearly. 

A new, entirely American-equipped cement factory built at St. Lucien, 12 miles 
east of Oran, with $2,518,000 worth of American resources is now turning out 
120,000 tons of cement yearly. The CADO plant (Ciments Artificiels d’Oranie) 
has also received $52,000 worth of ERP aid in the form of spare parts. 


PAPER OUTPUT 


Joseph E. Atchinson, Chief of ECA’s pulp and paper branch, recently toured 
Algeria to study paper-production possibilities in this country. As result of 
his on-the-spot survey, he declared that part of the answer to Europe’s shortage 
of newsprint and paper pulp could be found in the large-scale development of 
Algerian paper production, especially through increased use of esparto grass and 
eucalyptus. He pointed out that eucalyptus has been used in Australia for many 
years for production of high-grade kraft paper, book paper, and newsprint, and 
he saw no reason why its use could not be developed successfully in Algeria, where 
eucalyptus trees are already grown in extensive areas. As for esparto grass, it 
grows wild in large sandy regions of Algeria and requires no cultivation. 

Among the paper factories the ECA expert visited was the Papeterie-Carton- 
nerie Moderne, at Maison Carrée, near Algiers. This plant now has under way 
an expansion and modernization program which will enable it to process euca- 
lyptus as well as wheat straw, esparto grass, and waste paper. It is the first 
mill in Algeria to utilize eucalyptus. 

Mr. Atchinson also visited a new plant built at Baba Ali, near Algiers by the 
Compagnie Nord Africaino de Cellulose (Cellunaf), Algeria’s largest paper 
company. The new mill processes esparto grass in all steps, from the field to 
fine paper. It is the most modern mill in the world for production of pulp and 
paper from agricultural residues. 

Cellunaf started operations in June 1949, and has increased its production 
gradually to 7,200 tons annually. As markets are developed, output is expected 
to reach 18,000 tons yearly by 1953, and possibly 100,000 tons within 10 years. 
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Esparto grass composes 70 to 80 percent of Cellunaf’s raw material. Combined 
with wheat straw, it furnishes a pulp which makes an extremely high grade of 
paper. 

OTHER INDUSTRIES 


Practically every branch of Algerian economy has benefited from Marshall plan 
aid, either through dollar allocations for purchases of raw material or equipment, 
or through counterpart funds made available for expansion and modernization 
programs. 

For instance, Algeria’s only metal-foil and wire mill, the Laminoir et Tréfilerie 
d’Afrique (LATRAF), located in the suburbs of Algiers, is entirely dependent 
upon ECA financed imports of copper wirebars (more than 3,000 tons a year). 
LATRAF which produces steel, copper, and aluminum wires for telephone lines 
and cables for power transmission employes 220 people including 150 workmen. 

The CAablerie Electrique Africaine (CABLAF), a sister company of LATRAF, 
is another new Algerian industry. Its modern factory, set up in the suburbs of 
Algiers just after the war, manufactures braided and sheathed conductor wires 
and cables. The cotton yarn which is made into braiding is supplied through 
ECA. Algeria has received $410,000 worth of raw cotton and $130,000 worth of 
textile products under the Marshall plan. 

Many of the machines used in the CABLAF plant are also ECA-financed. 

The factory turns out about 800 tons of electric cables annually and employs 
170 people, mainly Moslems. It is interesting to note that several Moslem women 
work in this plant alongside their male colleagues. They have their own locker 
room ; when they come to the factory, they take off the arjar, or veil which covers 
most of their face, and when they leave the factory they put the veil on again. 

Both the LATRAF and the CABLAF factories supply a third important new 
plant in Algiers, the Sociéte Algérienne de Construction Téléphoniques 
(S. A. C. T.), which in turn supplies practically the whole of French Africa, as 
well as Indochina, with telephones and telephone equipment. 

Algerian railroads are another vital sector to which the Marshall plan has 
contributed. About $4,837,000 worth of railroad equipment, including electric 
Diesel engines and spare parts, have been shipped to Algeria under ECA pro- 
curement authorizations, in addition to earth-moving material for the extension 
of existing railway communications. 

ECA-financed imports of fine quality tin plate have been used by various Alge- 
rian canning industries (fish, fruit, jam, fruit juice. ete.) 

Spare parts for sewing machines, office material, and cold-storage equipment 
have also helped Algeria renovate its economic potential and improve living 
conditions. Likewise, ECA-financed wind-chargers have brought light and modern 
conveniences to isolated farmhouses in southern Algeria. 

Marshall-plan dollar aid to Algeria, from April 1948 through December 1950, 
totaled $59,819,000 broken down as follows: 


Fats and oils. $4, 254, 000 | Machine tools $360, 000 
Tobacco 5 2, 304, 000 | Agricultural equipment____ 5, 667, 000 
Raw cotton____.~_- 410,000} Metal working machinery 
Agricultural pesticides____ 501, 000 (except machine tools) —_ 511, 000 
Vegetables fibers__________ 869, 000 | Industrial machinery_____ 3, 029, 000 
Industrial chemicals_____- 80, 000 | Motor vehicles 500, 000 
Chemical products____--~- 272, 000 | Crawler tractors: 
Textiles____ 130, 000 Under 50 horsepower_. 2, 549, 000 
fy, «1 eS a RN Ae te 130, 000 Above 50 horsepower__ 2, 897, 000 
Paper and pulp 10, 000 | Wheel tractors 725, 000 
eee ee , 494,000 | Aircraft parts and ground 
Petroleum __- 8, 303, 000 equipment 595, 000 
Nonmetal minerals i, O77, 000 | Railroad equipment 4, 837, 000 
Steel products and fe 579, 000 | Scientific instruments and 
Copper__-___-_ 3, 684, 000 material 162, 000 
Generators, motors Miscellaneous 50, 000 
Rubber and rubber prod- 
Turbines and motors______ 882, 965, 000 
Construction mining and 
conveying equipment____ 
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Counterpart aid to Algeria, through December 1950, totals about 21.5 billion 
frances broken down as follows: 


Bureau of Mines___--- 310, 000, 000 | Soil conservation and 
Oil prospecting_---__--~ 600, 000, 000 reforestation _______ 400, 000, 000 
Mine power lines____-_- 184, 000, 000 | Coal mines____--___-- 449, 000, 000 
Roads for mines____-~- 270, 000, 000 | Railroads ___________- 1, 751, 000, 000 
Irrigation and drain- Electrification___-__-- 11, 846, 000, 000 
RUE ene pe see Sms 5, 460, 000, 000 | Mineral research__-__- 140, 000, 000 
Modernization of ports_ 115, 000, 000 


Paris, FRANCE—EXHIBIT 153 


MARSHALL PLAN HELps TUNISIA Boost Irs AGRICULTURAL RESOURCES AND OPEN 
Up NEw INDUSTRIAL VISTAS 


Tunisia, where Allied troops fought a decisive phase of the north African cam- 
paign in World War II, has healed most of its scars and is now making a deter- 
mined effort to modernize its economy and improve its living conditions with the 
active support of the Marshall plan. 

The French protectorate, at the crossroads of Europe and Africa, has a harder 
task than its neighbors, Morocco and Algeria. More sparsely populated, 3,300,- 
0v0, it has a more difficult climate and its agricultural resources are more limited. 
Rainfall is scarce and soil erosion is extensive, due mainly to the fact that Tunisia 
is poorly timbered : its forests cover only 8 percent of the area. 

Nevertheless, farm prodction is Tunisia’s main resource, accounting for 80 
percent of its total output. This explains the primary stress land on agricultural 
mechanization in Tunisia’s postwar development plan, which the Marshall plan 
is helping carry out. 

In the first months of ERP, American aid to Tunisia mainly took the form of 
cereal grain shipments to stave off severe food shortages resulting from a 3-year 
drought (1944-47), the worst on record in this region. 

When the agricultural situation had righted itself sufficiently to eliminate such 
impo ts, the Marshall plan followed up with heavy skipments of argicultural 
machinery, mainly tractors, along with drilling equipment to help in the vital 
search for water, Tunisia’s lifeblood. 

About $5,777,000 worth of agricultural machinery and equipment, including 
heavy caterpillar tractors, wheel tractors, spare parts and various farming 
machines, have been financed by ECA to back up the Tunisian economic drive. 

Tunisia covers approximately 167,500 square kilometers, of which three- 
fourths are potentially productive, but of which only slightly over a third is 
actually under cultivation. The principal crop is wheat, of which Tunisia nor- 
mally has an exportable surplus. When water is available Tunisian production 
is often amazing, and average wheat yields of 40 to 60 quintals per hectare are 
common, as Compared to a normal yield in metropolitan France of 15 to 25 
quintals per hectare. In 1948, for instance, the Tunisian wheat fields produced a 
bumper crop of 3.6 million quintals, and the barley crop was equally good, per- 
mitting sizable exports. 

The rare but torrential rains which fall upon Tunisia must be utilized to the 
utmost if good crops are to be assured. Hence the vital need for modern 
agricultural equipment. Hence, also, the necessity of building dams and reser- 
voirs to retain precious water supplies and permit irrigation in the dry season. 

Many Tunisian farms have been grouped to purchase modern American equip- 
ment, which is then used in common. Tunisia has now a park of about 38,000 
tractors. American reapers and harvesters and other modern machines bearing 
the ERP shield have also become a familiar sight in the rich plains of the 
Medijerda, in northern Tunisia, and in other parts of the country. 

One of the main hopes for the future of Tunisian agriculture lies in its im- 
mense olive groves, stretching along the eastern seaboard from Sousse to Gabes, 
more than 100 miles, and estimated at 25 million trees, of which 19 million are 
productive. Tunisia is the world’s fifth-ranking olive-oil producer in quantity, 
but in quality its oil ranks an easy first. In 1949, an exceptionally good year, 
the crop reached 90,000 tons, against 40,000 in 1948. Annual United States con- 
sumption is about 25,000 tons. 
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With new equipment supplied in part through dollar aid, the Tunisian olive. 
oil industry is making great headway, and is playing an increasingly important 
role in the region’s economy. Olive-oil exports in 1949 amounted to 12 percent of 
the total value of Tunisian exports. They hold third rank in the protectorate’s 
foreign trade, after cereal grains and mineral products. 

Citrus and date production and vineyards in Tunisia have also been developed 
with Marshall-plan aid, while stock raising has been helped through equipment 
to tap new water points and undertake soil-conservation work on pasture land. 


HYDROELECTRIC EQUIPMENT AND IRRIGATION 


Water being Tunisia’s main problem, extensive Marshall-plan aid hag gone 
into the development of water supplies. Part of this program involves the 
construction of dams, which serve the double purpose of providing eleciricity 
and means of irrigation. 

The Tunisian 5-year industrialization plan provides for the building of five 
maior dams, two of which are well advanced—the Ben-Metir barrage on Oued 
(river) El-I], and the Nebeur barrage on Oued Mellégue. When completed, these 
two dams will add 35 million kilowatt-hours per year to Tunisia’s present elec- 
trical output of about 140 million kilowatt-hours. In addition, they will permit 
the irrigation of 55,000 hectares of land in the fertile valley of the Medjerda, 
and supply the city of Tunis with 100,000 cubic meters of water per day. When 
all five dams are completed, they will provide almost 100 million kilowatt-hours 
annually, thus boosting the Tunisian industrial potential and permitting sub- 
stantial economies in imports of coal and petroleum. ‘ 

To date, ECA’s French counterpart fund has contributed 3,178 million francs 
to the irrigation and drainage program in Tunisia, and 145 million franes for 
electrification. 

In addition to furthering hydroelectric and thermal projects through counter- 
part investments and dollar aid for the purchase of earth-moving equipment 
and other machinery, the Marshall plan has supplied well-drilling equipment to 
help tap new water sources in the arid wastelands of the Sahara Desert. The 
whole future of Tunisia depends on the development of its water resources. That 
is why French-Arab drilling crews can be seen ceaselessky at work in southern 
Tunisia, exploring the borderland of the great desert with modern pumps anid 
drilling rigs supplied through ECA. 


PETROLEUM 


Tunisia’s great hope for the future lies in the research now being carried on 
for oil, which most Tunisian leaders are confident will be found in the region’s 
subsoil. The Franco-Tunisian oil company SEREPT (Société d’Etudes, de Rechi- 
erches, et d’Exploitation des Pétroles en Tunisie), set up just before the war, is 
methodically prospecting an area of 30,000 square kilometers in northern, cen- 
tral and southern Tunisia. It has already drilled 14 wells, the deepest of which 
has reached 3,350 meters. Signs of oil have been discovered in nearly every well, 
and natural gas has been struck in the region of Cap Bon, east of Tunis. New 
and powerful machines including two Wilson Titan drillers and a Failing geo- 
logic sounder have been furnished the company, largely through ECA. In addi- 
tion, Tunisia has received 240 million counterpart francs for oil prospecting. 

More recently, two new oil companies have been set up: the Société Nord- 
Africaine des Pétroles and the Compagnie des Pétroles de Tunisie, with a 65 
percent participation of the Gulf Oil Corp. and Royal Dutch Shell, respectively. 
Both firms are in partnership with SEREPT, which shares 35 percent. In return 

or oil-drilling concessionary rights over some 15,000 square miles, Gulf and Shell 
ply all the necessary equipment and technical personnel, Although actual 
ing has not yet started, company teams of geologists and geophysicists are 
vy at work. Pending development of its own oil resources, Tunisia con- 

s to import large quantities of petroleum. It has received $5,747,000 worth 

rude oil and petroleum products through ECA. 


MINES 
ia’s mineral riches are one of the most important factors in its indus- 


‘elopment. At present they account for 30 percent of the total value 
isian exports, 
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The indirect aid furnished by ERP has helped in the modernization of 
Tunisia’s important phosphate and iron mines; dollar aid has provided con- 
struction material and mining equipment. Modern mining machinery has gone 
to such projects as the iron mines at Djerissa (along the Algerian border) whose 
product is largely exported, and to phosphate mines in the regions of Gafsa 
and Kalaa Djerda. An important chemical industry has sprung up from Tu- 
nisia’s phosphates, which are treated in fertilizer plants at Sfax and Tunis. 

Other mines being developed and modernized with Marshall plan aid include 
lead and zinc mines. 

There is no coal in Tunisia. Research is being carried on in the region of 
Djebel Tebaga, southern Tunisia. Lack of solid fuel has necessitated imports 
of $2,816,000 worth of coal under the Marshall plan. 


INDUSTRIES 


Other Tunisian industries involve mainly the processing of food products. 

The olive-oil industry, one of the largest in the protectorate, numbers more 
than 650 plants, with an annual capacity of 90,000 tons. Until the war, Tunisian 
olive oil was refined in France, Italy, and Spain and reexported. Today, Tu- 
nisian officials are determined to do the necessary handling themselves so as 
to export directly to consumer countries. With equipment largely acquired 
through ECA, a number of new self-contained plants have sprung up. One of 
them went into operation early in 1950 at Megrine, near Tunis, with a daily 
capacity of 30 tons. 

The same development is taking place in the date industry. Formerly con- 
ditioned and packed in French metropolitan factories, Tunisian dates are in- 
creasingly being prepared for sale on the spot. They represent a valuable asset 
in Tunisia’s commercial balance: 12,000 tons of dates were exported in 1949. 

One of the most striking examples of what the Marshall plan has meant to 
Tunisia is the country’s canning industry. One tin can in every two used by 
the industry is made with tin plate provided through ECA. Without the de- 
velopment of the canning industry, part of Tunisia’s rich agricultural produc- 
tion. would be wasted. Preservation of fruit, vegetables, and fish from the 
destructive heat has been one of ‘Tunisia’s main problems from time immemorial. 
The planned installation of refrigeration facilities will help solve this problem. 
Meanwhile, Tunisia’s prosperous fruit and sardine industries are supplied with 
tin cans by the J. J. Carnaud factory in the suburbs of Tunis at the rate of 
almost 4,000 tons a year. 

Before the war, the Tunisian sardine industry was a minor affair, restricted 
to filling the needs of the local population during the fishing season, chiefly 
because there were no Cans available for storing any surplus. Today, with 
some 1,400 tons of ERP-financed tin plate which have flown into Tunisia annually, 
sardine-fishing has grown into a full-fledged industry. Tunisia’s 12 sardine 
factories produced about 3,500 tons of canned fish in 1949, of which 2,600 were 
exported. The Tunisian population engaged in fishing has risen from 10,000 in 
1989 to 15,000 today. Most of the fishermen go out for sardines at night, and fish 
with torches or lamps. 

The Carnaud tin factory also supplies canneries for tomatoes and other 
vegetables, as well as for fruit-preservng factories. 

Another Tunisian industry which has put Marshall plan aid to good use is 
the building material industry. Shortage and high cost of building materials 
in the north African countries has been one of the chief barriers to their de- 
velopment. Today, north Africa has more than tripled its output of cement 
with Marshall plan dollar aid amounting to $689,000, Although demand for 
cement has climbed about 60 percent because of reconstruction and development, 
North Africa is now virtually self-sufficient in a key building material. 

Tunisian cement production, in particular, is accelerating at such a rapid 
rate that it will soon be in a position to export to the rest of north Africa. Some 
$50,000 worth of ECA-financed equipment has gone to the Djebel-Djelloud 
factory near Tunis, which is currently expanding to an annual output of 280,000 
tons. A new plant of small capacity is soon to be built near Bizerte as a com- 
plementary source. 

Many other Tunisian industries have been modernized and developed with 
Marshall plan aid. Commodities shipped to Tunisia under ERP, ranging from 
petroleum to office machinery, from tractors to tobacco, from machine tools and 
industrial equipment to scientific instruments and rubber, have been used in 
almost every sector of the region’s economy. 
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At the same time, Tunisia’s industrial development has been greatly assisted 
by the use of counterpart funds for road building, reconstruction of. ports and 
railroads, and modernization of postal, telegraph, and telephone communications 


TUNISIA 


Tunisia has yet another string to its bow: its tourist attractions. As part 
of their program to bring in badly needed dollars and other foreign currency, 
the Tunisian authorities are backing a strong campaign to draw tourists to a 
country teeming with historic, and prehistoric, ruins as well as grandiose and 
contrasting scenery. Here again, the Marshall plan has proved helpful. 

ECA-supplied equipment including a powerful ‘“traxcavator’, a combined 
tractor and steam-shovel, is now helping to dig up the ruins of the famous city 
of Carthage, once queen of the seas and third largest city in the world. Tu 
nisian officials think Carthage will become a star attraction of the north African 
tourist program in the near future. 


MARSHALL PLAN AID TO TUNISIA 


Total dollar aid extended to Tunisia since the beginning of the Marshall plan 
through December 1950, amounts to $23,362,000 broken down as follows: 


ened “mine ee $890, 000 | Electrical apparatus________ $254, 000 
Tobacco ; Sete 802, 000 | Engines and turbines 307, 000 
Raw cotton __- 187, 000 | Material for mining and oil 
Vegetable fibers__ 290, 000 Rprreeree oo fee 1, 944, 000 
Aleohol (industrial) 4, 000 28, 000 
Industrial chemicals____-~_- 60, 000 | Metalworking machinery - 28, 000 
Medicinal and pharmaceu- Agricultural equipment 
tical products___________- 79, 000 cluding tractors___._______ 2, 963, 000 
Other chemicals and prepa- Industrial machinery _____- 688, 000 
rations 151, 000 | Motor vehicles, engines and 
Pulp and paper__ 100,000; parts____ 358, 000 
Coal and related fuels___.___ 2, 816, 000 | Tractors: 
Crude oil and _ petroleum Under 50 horsepower___ 1, 186, 000 
a a a aR Sd 5, 747, 000 Over 50 horsepower____ 1, 099, 000 
Nonmetal minerals__ 512, 000 | Wheel tractors____._....___ 529, 000 
Iron and steel products and Aircraft equipment__ 6, 000 
ferro-alloys....--.-_.-.__. 856,000] Railroad equipment 251, 000 
Miscellaneous iron and steel Vessels and equipment_____ 20, 000 
manufactures______ 6, 000 | Scientific instruments______ 23, 000 
Conner oo. ne 658, 000 | Miscellaneous______-_______ 40, 000 
Generators and motors_____ 181,000! Rubber and rubber products__ 304, 000 





Total counterpart aid to Tunisia, through December 1950, amounts to 6,387,- 
000,000 frances broken down as follows: 
Million francs | Million francs 
Oil prospecting_______ POA ONR a tel it eg 617 
Roads for mines_. eee Es 199 | Roads : 976 
3ureau of Mines___ : 145 
Irrigation and drainage ’ 78 | Public health and sanitation___. 492 
Soil conservation Railroads —___ SS 


Paris, 'RANCE—EXHIBIT 14 


MOROCCO EXPANDS AGRICULTURAL AND INDUSTRIAL RESOURCES WITH MARSHALL PLAN 
ASSISTANCE 


Morocco, most picturesque of the three territories of French North Africa, is to- 
day emerging from centuries of conflict and hardship to become one of the most 
enterprising and fast-growing bastions of the French overseas territories. It is 
a striking example of the postwar economic expansion of ECA-aided cuntries, in 
underdeveloped regions. 

In the over-all drive to increase Morocco’s production, equip its industry and 
improve its living conditions, the Marshall plan is playing a vital role. 
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Already, the efforts of French and Moroccan authorities, with the collabora- 
tion of ECA, have produced amazing progress in the space of a few years. Irriga- 
tion, power output, mineral research and exploitation, and industry, have all 
been stepped up substantially as a result of these Franco-Moroccan efforts backed 
and stimulated by American financial aid. Future prospects are bright. 

The 4-year (1948-52) plan for Morocco’s economic development which is now 
underway has three primary goals: (@) to increase the region’s food production ; 
(0) to raise living standards through modernization of farming methods, in- 
creased productivity and development of industries ; and (c) to increase Moroccan 
exports so as to reduce the protectorate’s present trade deficit. 

Morocco is primarily an agricultural country. Its food production is essential 
not only to support a population of over 8,600,000, increasing at the tremendous 
rate of about 170,000 per year, but also to supply the industries processing food 
for export which are also expanding rapidly. 

However, the present crop area, estimated at about 4,500,000 hectares (of which 
only 500,000 hectares are cultivated by French farmers), is barely sufficient to 
support the population, even when rainfall is adequate. When severe droughts 
oecur—as they frequently do in the subtropical climate of inland Morocco—large 
food imports are necessary to stave off undernourishment. 

The food battle now being waged by the Moroccan Government has two ob- 
jectives—to increase cropland area through irrigation, drainage, and soil-ero- 
sion control, and to improve the productivity of cultivated areas through mod- 
ernization of agricultural methods. Marshall aid is furthering both aspects of 
this program through extensive supplies of equipment and machinery. 

Morocco’s main crops are cereals. In 1950, preduction was 450,000 metric tons 
of Durham wheat, 100,000 tons of soft wheat and 1 million tons of barley. 
American hybrid corn recently imported into Morocco is giving excellent results. 

Other agricultural resources include citrus and other fruit trees, date trees, 
olive trees, vineyards, oilseed plants, pulse and truck crops (fresh vegetables). 
Fishing is another important industry. 

Trial plantings of rice in Morocco’s marshy Rharb plain, north of Port Ly- 
autey, were made for the first time in 1949. The yield was sufficiently promising 
to Warrant a Marshall-plan grant of $800,000 for purchase of special equipment 
to expand the area under cultivation. 


IRRIGATION 


By far the largest share of Marshall plan counterpart aid to Morocco— 
5,113,000,000 franes out of a total of 10,689,000,000 franes—has been used for 
water control and utilization projects. The program underway will more than 
double the area presently under irrigation (220,000 hectares). 

Four major projects are scheduled for completion between now and 1953: 

(1) The giant El Kansera Dam, on Oued Beth (region of Meknés), now about 
15 years old, provides irrigation for 10,000 hectares of land. Addition of an- 
other storage reservoir will enable extension of irrigation to about 37,000 hec- 
tares more. Most of the main canal for expanding the irrigated area is already 
built. European farmers predominate in the area. 

(2) Completion of the im-Fout and Daourat Dams on the Oum-er-Rebia River 
will irrigate 230,000 hectares of farm land in the plain of the Abda-Doukkala, 
between the ports of Safi and Mazagan. This area is now devoted to cereal pro- 
duction, but because of the low and uncertain rainfall, crops are precarious. 
Land ownership is a mixture of European and native Moroccan. 

(3) Irrigation of the plains of the Beni-Moussa and Beni-Amir in central Mo- 
roceo, with completion of the mighty dam of Bin-el-Ouidane, on Oued el Abid, a 
‘ributary of the Oum-er-Rebia. Described as the “Moroecan Genissiat’ (the 
powerful French dam on the Rhone River), the Bin-el-Ouidane barrage is 135 
meters high and 300 meters long. Two hydroelectric plants located at Bin-el- 
Ouidane and at Afourer nearby will provide between them 500 million kilowatt- 
hours per year, as much as the entire electrical output of Morocco today. Di- 
version tunnels built under a mountain range will provide irrigation for about 
100,000 hectares of land. The entire region under irrigation will remain in the 
hands of native Moroccans. The economic benefits of this project are expected 
to be enormous. 

(4) The Cavaignac Dam and Reservoir located on the N’Fis River, south of 
Marrakesh, provide water for some 4,000 hectares of land. The region under 
irrigation will be expanded to 50,000 hectares by the construction of tunnels 


94756—52—-——__86 
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and irrigation canals. Two more dams will be built on the N’Fis River to 
increase the supply of water available. 

Another project involves the irrigation of 40,000 hectares in the plain of the 
Triffa, between French and Spanish Morocco. It will permit a variety of cultures 
including citrus and other fruit, grapes, alfalfa, and other legumes. 


DRAINAGE 


The area which can be brought under cultivation by drainage is limited. One 
very large project is nearing completion, however, in the region of the Ras-Doura, 
a low-lying coastal area north of Rabat an Port-Lyautey, in the Rharb plain. 
Important drainage work has been carried on in this area for the past 3 years. 
Already 80,000 hectares of excellent land have been reclaimed. Pending develop- 
ment of plans for cereal growing, the region is being used for grazing. 


OTHER HYDRAULIC PROJECTS 


Another branch of the same program involves the drilling of wells and the 
establishment of watering points for native herdsmen, particularly in the far 
south of Morocco, where it is reported to rain on an average of once every 14 
years. Life in the Tafilalet and Dra Valley regions, on the Saharan border, 
literally hinges on the amount of water available through such programs. 

The Marshall plan is furthering this work by supplying drilling equipment. 


SOIL ERCSION CONTROL 


The problem of soil erosion is not so acute in Morocco as in Algeria or Tunisia. 
Most of the good farming land with a rainfall sufficient for dependable crop 
production lies in plains and is not endangered by erosion. However the danger 
exists in certain regions, and has to be fought not only for the protection of 
farm land but also for flood control, to minimize the silting of hydroelectric 
reservoirs. 


MODERNIZATION OF AGRICULTURAL METHODS 


In order to increase Morocco’s food production and raise the standard of 
living, two conditions are essential: (@) Modern agricultural equipment to pro- 
duce larger crops; (0) training of the local “fellahs’” (native Moroccan farmers) 
who for centuries have remained rooted in primitive methods of farming such 
as the camel-drawn wooden plow. 

As in Algeria and Tunisia, a far-reaching program has been launched by the 
government to develop the use of modern machinery and techniques. This 
program is being carried out in part through the creation of cooperative units 
known as “secteurs de modernisation du paysanat” (rural modernization sectors) 
or “SMP’s” for short. More than 40 sectors, government financed, are now in 
operation in Morocco. Under the guidance of French agricultural experts, native 
farmers are learning the advantages of modern machinery, crop rotation, and 
fertilizers. At the same time, their standard of living is being raised socially 
by the construction of houses, schools, and hospitals. 

The over-all pilot farm program calls for the clearing, irrigation, and cultiva- 
tion of about 400,000 acres of tribal lands between 1949 and the end of the 
Marshall plan in 1952. It is a vital factor in the agricultural development of 
Morocco. 

In addition to financing the importation of almost all the farm equipment 
needed for this program, ERP has also contributed a large portion of the franc 
investment through the counterpart fund of the Marshall plan, 

More than $8 million worth of agricultural equipment parts and tractors have 
been shipped to Morocco through ECA. 


ELECTRICAL PRODUCTION 


The construction of major dams, in addition to supplying water for irriga- 
tion, fits into the Moroccan program for the development of an adequate electri: 
power system. Total power production in 1950 was about 500 million kilowatt 
hours. Under the present program, output will be boosted to 1.3 billion kilowatt 
hours in 1953, of which about half provided by hydroelectric plants. A steam 
plant which will produce 120 million kilowatt-hours per year is nearing comple- 
tion at Casablanca, and a new Diesel electric plant will shortly turn out 1,000,000 
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kilowatt-hours at Agadir. Marshall plan direct aid amounting to about $2 
million has been used largely for construction equipment on some of the plants 
already finished and on those under construction. Major items are shovels, 
tractors, earth-moving and tunnei equipment. 


MINES 


Morocco, like most other African territories, has a great variety of mineral 
resources. Most of these, however, have only been exploited in the past 30 
years. Morocco is particularly rich in phosphates, lead, and zine, but also has 
important deposits of manganese, cobalt, iron, gypsum, and anthracite, as well 
as other ores. 

Mining has an important bearing on the Moroccan economy, not only as a 
source of foreign currency, but also in supplying France—and the United 
States—with deficiency materials. It is a basic factor in Morocco’s industrial 
expansion. 

. During the Second World War, Morocco’s mining activity was held up by lack 
of modern equipment. Today, largely due to Marshall aid, production is double 
the prewar rate. 

The most important product is phosphate rock, of which more than 3% million 
tons were exported in 1950. 

Production target for 1952 set at 4 million tons has practically been attained 
already. 

The two main phosphate mines are located at Khouribga, central Morocco, and 
at Louis Gentil, east of Sati. Large industrial centers have sprung up around 
both these mines, which are among the most important in the world. 

Morocco is the only French dependency now producing manganese. Equip- 
ment and modernization of manganese mines have raised production from about 
103,000 tons in 1947 to about 240,000 tons in 1950. Exports of this mineral are 
now five times larger than before the war. 

Development of Morocco’s important lead and zine mines, located mainly in 
eastern Morocco, has also been stepped up considerably thanks to Marshal! aid. 
Large sums have been advanced by ECA to the Société des Mines de Zellidja for 
the modernization and expansion of lead and zine production at Bou-Beker, 
south of Oujda. These advances, totaling $7,600,000 are to be repaid in the form 
of supplies of zinc, and possibly lead, for the United States strategic stockpile. 

Development of the Bou-Beker mines is expected to raise annual production 
from 20,000 to 85,000 tons of lead concentrates. Production of zinc, which began 
in 1950, should reach 32,000 tons in 1951, and 120,000 tons within a few years. 
Plans include mechanization of the mine, construction of an entirely new mill, 
including a crushing section and the addition of grinding and flotation facilities. 
The development of the Bou-Beker Mine will help France become self-sufficient 
in these two metals and eventually enable her to export them. 

Living and working conditions are subject to special attention at the Zellidja 
mines, which are among the most modern outside the United States. In the 
company-built town of Bou-Beker, native houses are going up at the rate of 
two ner day. There are two schools and a health clinic. Employer-worker rela- 
tionship is progressive and production is constantly being raised by the close 
care given to such things as industrial training and hygienic conditions. 

Moroceo is also one of the world’s largest producers of cobalt concentrates. 
Modernization and equipment plans now being carried out aim at raising the 
annual production to 7,500 tons by 1952, as compared with 4,000 tons in 1950. 

Under a recent ECA agreement, the Bou Azzer cobalt mines in the far south 
of Morocco are supplying a good portion of their production to the United States 
stockpile. 

ECA counterpart has contributed 1,118 million francs to forward prospecting 
of the protectorate’s mineral wealth, construction of roads for mines, and pur- 
chase of modern equipment. Part of this sum is being used for further research 
in the petroleum field located in north central Morocco, where small quantities 
of erude oil have been produced commercially since shortly before the war 
(88,000 tons in 1950 as against 17,480 tons in 1949). 

The Société Chérifienne des Pétroles (SCP), a Moroccan oil-prospecting com- 
pany, has also been granted $580,000 for the purchase of drill rigs, testing 
equipment, and other maintenance and replacement apparatus, 

Morocco also has an anthracite coal mine located at Djerada, near the eastern 
frontier. Discovered in 1928, this mine is now yielding about 400,000 toys of 





1342 FEDERAL SUPPLY MANAGEMENT 


coal yearly. Construction of mine roads and modernization of equipment js 
effected to double this production, thus adding to Morocco’s resources of fue! 
and power and permitting larger exports of coal to other Mediterranea) 
countries. 


ROADS AND RAILROADS 


The improvement of the Moroccan highway system and the construction of 
secondary and tertiary roads are being aided by about 200 million franes fromm 
the Marshall plan counterpart fund. The rail system is also being extended and 
modernized, with the help of 800 million counterpart francs. Among the de 
velopments planned are extensions of existing lines to the antharcite mines at 
Djerada and the manganese mines at Imini. 


PORTS 


Moroccan port factlities are also being expanded to keep pace with the 
protectorate’s fast-growing economy. Some 350 million counterpart francs hav: 
gone into the construction of additional wharf and loading and discharging facili- 
tise at Cahablanca, Morocco'’s bustling industrial center. 

Other aspects of the port program involve extension and improvement of 
facilities at Safi, Port Lyautey, Agadir, and Fedala. Plans call for Agadir to 
be enlarged and equipped with a small shipyard; Fedala is to become an im- 
portant petroleum center; Port Lyautey is to be deepened to receive ships up to 
6,000 tons; and Safi is to become a major fishing port. Two hundred ninety-nine 
million franes in counterpart funds have already been earmarked for these 
developments. 

INDUSTRIES 


The industrialization of Morocco is now in full swing. The number of people 
employed in industry has increased from just over 7,000 in 1924 to over 120,000 
today, including 100,000 native Moroccans. This amazing development, great!) 
fostered by ERP, is enabling Morocco to make the best possible use of its natura! 
resources and gradually close the gap in its trade balance by increasing both its 
exports and the production of goods it has had to import in the past. 


The constant flow of ECA-financed materials and goods into Morocco since 
the start of the Marshall plan has gradually eliminated shortages and bottle- 
necks which hampered the industrial development of the protectorate. Today, 
almost every branch of industry is in full expansion. Foremost of these activi- 
ties is the food-processing industry. Marshall plan supplies of tin plate have 
helped boost the canning industry, which is taking an increasingly important 
place in Morocco’s export trade. There are now more than 175 canning 
factories for the region’s abundant fishing production, which has more than 
doubled the prewar output, and about 55 plants supplied by fruit and vegetable 
production. Fish exports in 1949 totaled about 40,000 tons as compared with 
17,000 tons in 1938, while almost 150,000 tons of citrus fruit and truck crops were 
exported during the same year, as compared with 38,000 tons in 1938. 

Morocean metallurgical, mechanical, chemical, and textile industries have 
all benefited largely from ECA shipments of raw materials and machinery. New 
factories have also been set up to promote production of goods usually imported 
by the protectorate. For instance, Moroccan paper imports will gradually be 
eliminated by the installation of a new, ultramodern paper mill at Port Lyautey. 
Scheduled to begin production in May 1951, the new plant is being equipped 
mainly through the Marshall plan, which has allocated $239,000 for the purchase 
of machinery, including hydraulic and chemical pulpers. The plant will pro 
vide employment for about 30 French specialists and 200 local workers, and is 
expected to manufacture 20,000 tons of wrapping paper, newsprint, bags, ani 
other paper products annually. Current paper production in Moroeco, concen 
trated in two small factories at Casablanca, is restricted to about 7,000 tons of 
wrapping paper and cardboard packaging yearly. The output of these plants is 
also to be increased. 

Moroccan paper needs are estimated at about 28,000 tons. Morocco had to 
import 18,000 tons in 1948. 

A plywood factory, first of its kind in north Africa, has also been set up in the 
suburbs of Casablanca. ECA has supplied this factory with $174,000 worth ot 
equipment which will permit a monthly production of 800 cubic meters of ply- 
wood, about half of which will cover local needs. The rest will be exported. 
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TOURISM 


Marshall plan counterpart is also being used in a small way to assist the 
Moroccan tourist industry. It has provided 2 million francs for the building 
of stop-over hotels at potential tourist centers which most visitors to Morocco 
now miss because of the lack of hotel facilities. 

Morocco is exceptionally rich in tourist attractions ranging from the variety 
of its landscapes and climates to the wealth of its artistic and historic sites and 
the picturesque traditions of the region. 

Some 25,000 tourists visited Morocco in 1949. Tourism is one of the region’s 
important dollar earners. 


MARSHALL PLAN COUNTERPART AiD TO MOROCCO 


Total counterpart aid to Morocco through December 1950 is 10,689 million 
franes, broken down as follows: 
Million franes 1 Million francs 
Pr Oe I oe es 50 | Mineral research_ 213 
Bureau of Mines._..-....__. 500 | Refrigeration equipment 224 
Ore leading facilities__ eg ee eee 486 
Irrigation and drainage______ K 940) ee WORKS. 2. es 816 
Agricultural equipment oa4 4901 Electrification ....._........_... 2,527 


MARSHALL PLAN DOLLAR AID 


, 003, 000 | Electrical apparatus______ $558, 000 
Engines and turbines__-- 336, 000 
778, 000 | Mining equipment 5, 258, 000 
Dew Gnu Ol 436, 000 | Machine tools____________ 154, 000 
Table beverage products__ 271,000 | Metalworking machinery_ 158,000 
Tobaceo___ j 950, 000 | Agricultural equipment, 
Raw cotton 2,459, 000} excluding tractors -. 1,983,000 
Vegetable fibers__ 365, 000 | Agricultural equipment 
Medical and pharmaceu- (parts) 157, 000 
tical ‘progucts..... 5... 50, 000 | Industrial machinery___- , 648, 000 
Industrial chemicals_____ 332, 000 | Motor vehicles______---__ 865, 000 
Other chemicals_____--__ 481,000 | Tractors under 50 horse- 
Textile products___._.__- 100, 000 power ___ 850, 000 
Lumber and sawmill prod- Tractors ove 
ucts- nan eS Sen eee 4, 000 power____ 773, 000 
Pulp and paper... 7,000 | Wheel tractors 546, 000 
Coal and related fuels___ 1,370,000) Aircraft equipment____—__ 447, 000 
Crude oil and petroleum Railroad equipment , 226, 000 
products 4,925,000} Vessels and equipment___ 65, 000 
Nonmetallic minerals____ 530, 000 | Scientific equipment___-_- “ 27, 000 
Iron and steel products__. 4, 641, 000 | Miscellaneous 100, 000 
Coppero... a 125, 000 | Rubber_____- 1, 463, 000 
Generators and motors__— 210, 000 
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WEDNESDAY, NOVEMBER 28, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DsPparRTMENTS, 
London, England. 


MORNING SESSION 


The subcommittee met Wednesday morning, November 28, 1951, 
at London, England, Hon. Herbert C. Bonner, chairman of the sub- 
committee, presiding. 

Members of Congress present: Herbert C. Bonner, chairman; 
Harold Donohue, W. J. Bryan Dorn, Cecil M. Harden, Charles B. 
Brownson, Bill Lantaff, Sidney A. Fine, and George Meader. 

Staff representatives present: Christine Ray Davis, chief clerk: 
Thomas A. Kennedy, general counsel; Herbert Roback, staff member ; 
Annabell Zue, minority clerk; Ray Ward, Bureau of the Budget; John 
Elliott, State Department escort officer; Brig. Gen. Clarence C. Fenn, 
Department of the Army escort; Robert Cartwright, General Account- 
ing Office; and Lee Seymour, General Accounting Office. 

A conference with Hon. Walter S. Gifford, American Ambassador 
to the Court of St. James, preceded an embassy staff meeting. 

London representatives present at the Embassy included: Hon. 
Julius Holmes, United States Minister to Great Britain; Richard C. 
Breithut, Office of the United States Deputy, North Atlantic Couneil; 
Maj. Gen. Frank Kibler, Chief, Joint American Military Advisory 
Group; Brig. Gen. William S. Biddle, Deputy Director, Joint 
American Military Advisory Group; Col. Hal C. Pattison, Opera- 
tions Officer, Joint American Military Advisory Group; Lt. Col. 
John H. Holliday, USAF, Joint American Military Advisory 
Group; Col. Stanley C. Russell, Joint American Military Advisory 
ren Lt. Col. Samuel F. Langley, Joint American Military Advi- 
sory Group; Lt. Col. Charles M. Dehority, Marine Corps, Defense 
Production Board; Lionel H. Harris, Chief Operations and Analysis 
Division, SUSREP; and Col. Joseph M. Colby, Chief, Production 
Resources Division, SUSREP. 

Mr. Bonner. The meeting will come to order. We will now hear 
hi the Hon. Julius Holmes, United States Minister to Great 

ritain. 


Norr.—Asterisks denote classified material deleted for security reasons. 
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STATEMENT OF HON. JULIUS HOLMES, UNITED STATES MINISTER 
TO GREAT BRITAIN 


Mr. Hotmes. Mr. Chairman and members of the subcommittee, the 
program and plan is a very flexible one. We do not want to formalize 
any of this presentation because we would like to be as helpful as we 
can and give you whatever information you want on any subject. 
What we have done—we had a tentative program, but it is always 
subject to anything you like. One of the speakers who is going to 
present one phase of the program this morning really gets on to a 
subject in which you aren’t very much interested. Should you get on 
to a subject in which you are not very much interested and want to 
cut that subject out, we hope you will say so. Or if you want to pursue 
any given subject by a speaker more in detail than the speaker does 
present it, we could do that. But now we have got together a group 
of people to give you a picture of—mostly of the NATO set-up. Now 
we are going to have Mr. Breithut who represents Ambassador Spof- 
ford, who is the United States Deputy, one of the Council of Deputies, 
and is the Chairman of that Council, at the recent meeting in Rome. 
Mr. Breithut is representing him here, and he will take a few min- 
utes—15 minutes, or more, or less, whatever you like, on the so-called 
regional relationships. That is, how the United States Government 
is represented in these various bodies that make up the complex North 
Atlantic Treaty Organization. He will be followed by others. 

Mr. Bonner. In all probability the gentlemen of the subcommittee 
will want to ask certain questions—so I want to try to divide the time 
to the greatest advantage. 

Mr. Hotes. Yes, sir. So if that is agreeable with you, Mr. Chair- 
man, we will begin with Mr. Breithut. 

Mr. Bonner. Yes, proceed. 

Mr. Homes. If it is agreeable with you, Mr. Chairman, we will 
proceed. I think that you had better go up there [indicating the head 
of the room]. 

Mr. Bonner. The Defense Production Board—is that your group / 

Mr. Hotmes. That matter will be discussed extensively after the 
12: 30 break. 

Mr. Bonner. Mr. Holmes, we have a recording machine for assist- 
ance in preparing our record when we get back home. We would 
like every person when he makes a statement to give his full time. 
When the period of questioning comes, the person asking the question 
will give his name when I recognize him. The person who answers 
the question will then give his name. 

Mr. Hotmes. Do you want a comment with respect to whether or 
not the material under discussion is classified, such as confidential 
or secret / 

Mr. Bonner. Well, if you have anything that is confidential or 
secret in this meeting, if you will just make a note of it, we will so 
treat it when we transcribe the record. 

Mr. Hoitmes. Yes, everyone who speaks must label what he says 
and give it the proper classification so it will be shown in the record 
and can be evaluated. That is what you meant, Mr. Chairman? 

Mr. Bonner. Yes, Mr. Holmes. 

Mr. Hotes. Will you proceed, Mr. Breithut? 
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STATEMENT OF RICHARD C. BREITHUT, OFFICE OF THE UNITED 
STATES DEPUTY, NORTH ATLANTIC COUNCIL 


Mr. Bretruut. My name is Breithut, and I am representing the 
Office of the United States Deputy, North Atlantic Council and 
Ambassador Spofford. 

Mr. Bonner. Your full name, Mr. Breithut / 


RELATIONSHIPS OF AGENCIES 


Mr. Bretruut. Richard C. Breithut. Ambassador Spofford cus- 
tomarily initiates this regional discussion or discussions of this 
character with some account of the regional relationships. In view 
of the interest of this committee, I will seek to make this very brief, 
indeed, because I believe it is not directly related to the primary 
interests of this group as is some of the other material. Ambassador 
Spofford occupies the role of United States Deputy to the Represent- 
ative of the North Atlantic Council. This is an explanation here 
[indicating chart] of the North Atlantic Treaty Organization, which 
is an international organization. The international organization has 
an international staff located here in London. Below the North 
Atlantic Council are the Deputies, their primary working organization, 
their international staff. Then standing off from the Council and 
from its action agency, the North Atlantic Council Deputies is the 
Military Committee consisting of the Chiefs of Staff, and beneath 
this is broken into the Military Representatives Committee located 
in Washington and the standing group located in Washington, which 
in turn gives direction to the Supreme Allied Commander, Europe; 
namely, General Eisenhower, who is in France. 

Now on the other side, on the civilian side, we have the Defense 
Production Board located here in London with the United States’ 
representative being Mr. Batt, who is identified as SUSREP and the 
Financial and Economic Board, the acting United States’ representa- 
tive on which at the moment being located in Paris (OSR). The 
representative now officially named is Ambassador Wood although at 
the moment Ambassador Porter has been acting on his behalf. 

Now the purpose of giving you this explanation of the International 
Organization is to point out at the regional level from the point of 
view of drawing together the United States, the coordinated United 
States representation in these international bodies. It is necessary 
that some means be found to bring together the actions of the inter- 
national people here in Europe, consisting of the United States’ rep- 
resentative to the Deputies, the United States element of SHAPE, the 
United States’ representative to the Defense Production Board, and the 
United States’ representation on the Financial and Economic Board. 
Now the agency which has been established for the purpose of accom- 
plishing this objective as well as the general objective of coordinating 
United States’ policy implementation abroad has been the ECC. 

The ECC is chairmaned by Ambassador Spofford because he has 
been occupying this role of Senior United States Representative to 
NATO at the regional level. Now this chart I am showing you here 
is somewhat out of date as you can see at once, because it shows as the 
Washington coordinating group—ISAC, the Committee on Inter- 





1348 FEDERAL SUPPLY MANAGEMENT 


national Security Affairs. Certain functions have been continued 
by the Mutual Assistance Advisory Committee. This chart has not 
yet been redrawn because all of the action and relationships there 
have not been reestablished since the setting up of the new Washing- 
ton organization under Ambassador Harriman. But, nevertheless, 
if one were to consider that ISAC would be replaced by another Wash- 
ington coordinating group consisting of the MAAC, the relationship 
with ECC as things now stand would be practically much the same. 
Ambassador Spofford is Chairman of the ECC, and this group con- 
sists of the United States element of SHAPE, the military representa- 
tive in JAMAG, the OSR and SUSREP. Now the ECC is a group 
which coordinates policy recommendations and also coordinates the 
implementation of policy decisions reached in Washington. I think a 
point worth emphasis here is that the ECA does not seek itself to form- 
ulate and define policies nor does it seek to intervene in straight action 
channels which go directly from * * * the Washington agency, 
MAAC, to Ambassador Spofford or which go directly from ECA, 
now MSA, to the field office, or from the Defense Department to 
SUSREP. It does not interfere with these channels for action, but 
on the other hand it does try to draw together the implementation 
of the policy decisions reached and draw together the principal offices 
here in Europe with a view to developing coordinated policy recom- 
mendations, 

At the country level, there is.a similar country team in the Ambas- 
sador, the Chief of MAAG, and the Chief of the MSA mission. In 
terms of how the ECC actually operates, I'l] just make this very brief 
and say that there is a ECC staff under an executive director. The 
ECC staff is also servicing Ambassador Spofford’s office. It prepares 
documents for action and recommendations to Washington by the 
ECC—which meets roughly every 6 weeks to 2 months. I think, 
perhaps, I might stop at that statement because I do not know which 
points from here on the subcommittee might prefer to emphasize. 

Mr. Hotmes. Any questions at this point, Mr. Chairman? 

Mr. Bonner. We will have the questions from the membership and 
staff when we have finished the entire briefing. 

Mr. Hoimes. Next, Mr. Chairman, we will introduce Maj. Gen. 
Frank Kibler, who is head of the group known as JAMAG, meaning 
Joint American Military Advisory Group. He, in turn, will intro- 
duce his staff. He will explain their functions and introduce mem- 
bers of his staff who will make presentations. 


STATEMENT OF MAJ. GEN. A. FRANKLIN KIBLER, CHIEF, JOINT 
AMERICAN MILITARY ADVISORY GROUP 


Major General Kiser. I believe you have my name and the fact 
that I am the Director of this Joint American Military Advisory 
Group, which we call JAMAG. Now it is a great pleasure to us to 
be able to talk to you about our activities. During the time we have 
available, we will have to adhere pretty closely to discussion of our 
organization, its chief functions and principle activities. We are 
going to start with a brief discussion of our organization and mission 
and we are going to follow that with something about our main 
major activities under the MDAP, which are to as AN and implement 
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material and training programs at the regional level. Now we have 
allowed about half each speaker’s time for questioning at the end 
of each presentation or whatever will meet your desires. We can 
proceed from one speaker to the other if you wish to hold your 
questions at the end of the briefing, for we do want—and we don’t 
know exactly what you want to ask in the matter—to concentrate on 
those questions that are of interest to the committee. 

We are going to begin with Colonel Pattison of the Coordinating 
Section of JAMAG, who will give you a brief outline of JAMAG’s 
organization and mission and will relate that to the missions of the 
military assistance advisory groups at the country level. 


STATEMENT OF COL. HAL C. PATTISON, OPERATIONS OFFICER, 
JOINT AMERICAN MILITARY ADVISORY GROUP 


Colonel Parrison. I am Col. Powell Pattison of JAMAG. What 
I have to say will be by way of presentation. I place this chart in 
front of you not with the intent of confusing anyone. Perhaps 
this is a contradictory statement, but with the intention of being able 
to point out to you where we stand in this hierarchy, as the chart 
shows various relationships in the NATO and the United States 
agencies dealing with those NATO agencies. Of course, no consid- 
eration is given in the cold lines of this chart as to the effect person- 
alities have in the over-all organization. JAMAG was formalized 
1 November 1949 by the Joint Chiefs of Staff for two main purposes. 
First to participate appropriately, at the military staff level, in NATO 
planning in the three European regional planning groups which pre- 
ceded establishment of a supreme headquarters allied powers in 
Europe (SHAPE). The second purpose was to plan for formulating 
and supervising the implementation of MDAP programs at the re- 
regional level. I will go into those a little further. JAMAG is a 
joint organization composed of Army, Navy, and Air Force officers. 
It has two principal subgroups. PLANAT, which stands for Plan- 
ning North Atlantic Treaty, is the planning side of the organization. 
Its function, to a great degree, has been dissipated with the establish- 
ment of SHAPE, which has taken over the planning activities. Many 
of our personnel, who are the PLANAT personnel, have gone to var- 
ious other assignments in Europe in connection with plans. There 
are still residual functions dealing primarily with United States uni- 
lateral problems * * *. 

The other side of the house is represented by Brig. Gen. William 
Shepard Biddle, who is MAPAG, that is Military Assistance Program 
Advisory Group. This particular organization deals with the mis- 
sions concerning planning for formulation and supervision and imple- 
mentation of the aid programs. JCSRE has gone under the super- 
vision of this organization on this chart—the Joint Committee of the 
Senior United States Commanders in Europe. The military aid pro- 
gram is earried out under the direction of General Thomas Handy, 
who is the senior United States military representative in Europe for 
military aid today. These are the two sides of our military organi- 
zation. In effect the staff and its agencies are individual of those 
agencies and individuals. The over-all organization of JAMAG is, 
of course, headed by the Director, who is assisted by a deputy, Rear 
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Admiral Brown and has the usual administrative, statistical, and coor- 
dinating agencies required to make the director the focal point for 
coordinating and planning now under Gen. Thomas Handy, who is the 
commander of all the MAAG’s, which are the Military Assistance 
Advisory Groups. JAMAG carries out the action, the actual func- 
tion, in connection with that responsibility. 

The MAAG at the country level will plan for, formulate, supervise, 
and carry out implementation of the aid program at the country level. 
To compare the JAMAG responsibility and the MAAG responsibility, 
perhaps we can do it in a way that is simple. The MAAG works 
with the country authorities, dealing with country problems in rais- 
ing and equipping national forces. JAMAG works with the regional 
United States and NATO authorities to coordinate the activities of 
the MAAG’s at the European country level and to coordinate and 
correlate the programing with the operational planning of the ap- 
propriate regional planning agencies. It is an over-all supervisory 
job, and it might be compared to a corps and its divisions: the 
JAMAG being the corps headquarters which has the responsibility 
for a big area, and within that area assigning and supervising re- 
sponsibilities of the activities of the divisions and the particular 
lesser units. There area few other missions and functions of JAMAG 
which I would like to discuss very briefly. Mr. Breithut has indi- 
cated the scale of the activities of the United States Deputy. In his 
activities he requires military guidance and advice. JAMAG is the 
activity which has been appointed as the appropriate channel to pro- 
vide the Deputy with Joint Chiefs of Staff views and policy on mili- 
tary matters. 

Mr. Richard C. Breithut also mentioned the Executive Director of 
the European Coordinating Committee who is Colonel Charles H. 
Boonsteel, III, who has a very small staff. He fits here [indicating 
on chart] and you see that we give him staff assistance. The con- 
nection between the two is on the basis of staff assistance only. We 
provide, particularly, staff work only in connection with ECC meet- 
ings and for handling problems with which that party deals. 
JAMAG does participate as General Handy’s staff in the ECC meet- 
ing. We wil! go no further into that as Mr. Breithut has described 
the ECC meetings. 


NEED FOR COORDINATION OF AGENCIES 


There is a very great necessity for coordination between the activi- 
ties of JAMAG and of SHAPE headquarters headed by General 
Kisenhower as SACEUR. Each nation has a military representative 
at that headquarters. JAMAG furnishes this representation for the 
United States on a temporary basis until further arrangements are 
made. The United States liaison between the Joint Chiefs of Staff, 
military aid agencies in Europe, and the United States senior com- 
manders—all those agencies and SHAPE—they also have a very close 
and constant relationship with General Eisenhower's headquarters. 
especially with the United States group at that headquarters, coordi- 
nating the activities at that headquarters with the planning. Finally 
we have a very close day-to-day working relationship with SUSREP, 
the United States representative to the Defense Production Board, in 
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order that the programing activities may be coordinated very closely 
with the efforts in Europe to increase European help. Are there any 
questions, gentlemen ¢ | 

Mr. Brownson. Mr. Chairman, I have one. You gave us the picture 
of where the MAAG and J AMAGs fitted into the picture. Where do 
they differ from the JUSMAG? 

Colonel Parrison. The JUSMAG is a larger, much larger, group 
that is supervised directly from Washington. Its mission varies con- 
siderably from the mission of the MAAG, in that it has a training 
mission, for one thing, and an advisory mission that goes much beyond, 
farther, indeed, than our MAAGs can go in those fields. Our MAAGs 
have a training responsibility primarily only for programing of 
students for the training program and for offering training or pro- 
viding assistance and advice only insofar as the country requests. 
Their training job is to see that the country can receive and maintain 
and utilize the equipment that they receive, not the tactical employ- 
ment of it. 

Mr. Brownson. Then where does JUSMAG come under Washing- 
ton? What is the highest level in the European theater at which 
JUSMAG is coordinating with the efforts of your MAAGs and 
JAMAGs? 

Colonel Parrison. It is not coordinated here to the best of my 
knowledge. There might possibly be some future relationship when 
the relationship of Greece to NATO is clarified. Until such time as 
that happens, we have responsibility only for the NATO nations. 

Mr. Brownson. Who invented that organization? ‘That chart dis- 
turbs me more than anything I have seen since I left the United 
States. 

Colonel Parrison. That chart is simply an effort to show—it was 
drawn up in order to show the coordination between the various United 
States agencies—the NATO agencies—where the various levels cut 
across. We should not take too much time on it but you can see at 
what we call the NATO level here [indicating] at our own secretarial 
level deals with the top NATO agencies. Then we get to the Chiefs 
of Staff level just below that which we find deals with the regional 
levels or the military committee and the regional agencies. Farther 
down you get into the country levels. 

Mr. Brownson, It isn’t the individual chart that disturbs me. It is 
its relationships and the personnel involved, and the complexity of 
that type ofa situation. Who is there that says “No,” when one wants 
to expand or set up a liaison group ? 

Colonel Parrison. Wants to establish another liaison group ? 

Mr. Brownson. Who says “No”? Who is the guy who says we 
have enough ? 

Colonel Parrison. That is a working responsibility. 

Mr. Brownson. Who says “No” in Washington ? 

Colonel Parrison. Presumably at the Secretariat level. 

Mr. Brownson. The reason | ask that is I used to be in the G-1 
business, and I have seen how liaison groups and planning groups 
have a tendency to grow. There has to be someone who controls it, 
and I wanted to find out where that control is centered. It’s the key 
to operations. 











1352 FEDERAL SUPPLY MANAGEMENT 


Colonel Parrison. As far as the United States side is concerned, i 
regional over here [indicating on chart], militarily speaking it is t!v 
Joint Chiefs of Staff or Secretariat’s responsibility on the NAO 
side to decide when there are additional organizations to be develope: 
and where. I might offer this personal opinion, in desperation, t) 
people sometimes care to solve problems by reorganizing. That is 
problem for the Council in which, of course, any one or several \ 
our secretaries represent the United States and influence such matter 
there. — 

Mr. Brownson. Thank you very much, Colonel. 

Mr. Curtis. Mr. Chairman. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. I am not clear—not quite certain just how this organ! 
zation works in relation to the headquarters of General Eisenhower. 
I presume from what you said that there is a sort of liaison arrange 
ment but actually General Eisenhower as SHAPE could issue no or 
ders to this group, could he? 

Colonel Pawrison. That is correct, sir. 

Mr. Curtis. On the other hand, this group at any level could not 
issue orders to him. His orders solely come from the Council. Isn‘ 
that correct ? 

Colonel Parrison. That is correct, Congressman. 

Mr. Curtis. And a similar set-up which is very obviously differen 
one might very well exist in France or Great Britain and their metho«: 
for setting up their cooperation in this North Atlantic Treaty o1 
ganization. 

Colonel Parrison. That is true, except that—but you must remem: 
ber that where the country is a giver ; 

Mr. Curtis. Yes, as I say—as far as actual stuff we give; but what 
we give is so much more—theoretically each country would have set 
up—would have to set themselves up something along this line. 

Colonel Parrison. Not necessarily, Mr. Curtis. 

Each country does have its own national military representative in 
Paris and the size of those staffs vary. In the United Kingdom you 
mentioned that that has one of 12 or 13 activities. However, that is 
an administrative group handling all the officers they have on the 
SHAPE staff, as well as the representatives. 

Mr. Curtis. Well, the real point I am getting across is that Genera! 
Eisenhower as SHAPE could not issue orders to them any more 
than I could here. He, again, has to go back to the Council, who is 
really—the Council is the only point of coordination that I can see, 
and I think I am probably right between—let’s say, where Genera! 
Eisenhower can actually get a command that would go down the line 
to a French division, British division, or American division. 

Colonel Parrison. That would go to the Standing Group which is 
the formal executive agency of the North Atlantic Committee, our 
representative being General Bradley. The standing group which 
is—General Eisenhower’s command channel is through the Standing 
Group to the North Atlantic Council’s Military Committee. 

Mr. Curtis. He is—these—his other capacity is not as SHAPE, 
isn’t he? 

Colonel Parrtson. Yes, sir; he is there as SACEUR, Supreme Allied 
Commander, Europe. 
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Mr. Curtis. Now when he saw this chart—this is the point at which 
I am possibly confused. He has placed himself in his organization 
and taken his command in his own organization, and I thought that 
was What that was. 

Colonel Parrison. This line represents the region and regional plan- 
ning groups and the commands that have been established under the 
military side of NATO. 

Mr. Curtis. Yes, that is what I mean. General Eisenhower took 
a command himself in his own organization. 

Colonel Parrison. Oh, I see 

Mr. Curtis. And I thought that was what that was [indicating]. 
I think that is what it is, but it seems to me the only real coordinating 
body is your North Atlantic Treaty Council. 

Mr. Curtis. The only real coordinating body is your North Atlantic 
Treaty Council. It can be, that to carry out orders involving deter- 
mination, they would have to come there. In the same way, any 
authority would come from the council back to the United States in 
view of this organization. I just wanted to clarify_that. 

Colonel Parrison. That depends on the problem as you go higher 
into the political policy. 

Mr. Curtis. The other is done more or less by agreement or a work- 
ing it out rather than by any formal machinery. 

Colonel Parrison. That is true when you have 12 nations trying to 
work together—things move at a snail’s pace and when you add the 
problems of three services of the 12 nations the complexities are 
developed and they are multiplied in mathematical progression. 

Mr. Curtis. I recognize it as a very difficult procedure. I can see 
that. 

Colonel Parrison. In spite of the complexity of it, I think it is a 
sincere statement that a tremendous amount of progress has been made 
in the period since I came to Europe. It does sound simpler since 
the Western Union days of the international cooperation and planning. 

Mr. Bonner. Mr. Donohue? 

Mr. Donouvr. No questions. 

Mr. Bonner. Mr. Dorn? 

Mr. Dorn. Yes, Mr. Chairman, I believe I have one question. Who 
is it in the British Government or military who treats on the subject 
of certain other nations being admitted to this North Atlantic Treaty 
Organization? For instance Spain, Turkey, and Greece. Is it 
the military who have the say so, Colonel, or is it the political group 
of the government concerned ? 

Colonel Parrison. Candidly I am afraid that I don’t have that 
answer. 

* * * * * . * 


Mr. Dorn. Thank you, Colonel. 

Mr. "eaiece Mr. Holmes did you have something you would like 
to add? 

Mr. Hoimes. I think I can answer that question, Mr. Chairman. 
The British have not objected to the admission of Greece and Turkey. 
They have supported that all along. 


* * * * * + 
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Mr. Dononve. Among these nations that make up the general out- 
lines of NATO supposing or assuming some other nation, not included 
in those 12, desires to become a part of NATO, can any one nation 
veto the admission of that applicant? 

Mr. Hotmes. Yes, Mr. Congressman, under the treaty it could. 

Mr. Donouvt. I have no further questions. 

Mr. Bonner. Mrs. Harden ? 

Mrs. Harven. No questions at this time. 

Mr. Bonner. Mr. Meader? 

Mr. Meaper. No questions. 

Mr. Bonner. Do any members of the staff have any points to 
develop ? 

RELATIONSHIP OF MSA AND NATO 


Mr. Roracx. Under the recently enacted Mutual Security Act of 
1951, the State Department’s foreign policy responsibility is not im- 
paired. At what point is the State Department in a position to 
assert that policy in relation to those other agencies? 

Colonel Parrison. The Ambassador in each country is chief of the 
country’s mission, which is made up of the country’s MAAG, the ECA 
mission and the State Department’s mission. The Ambassador is 
the senior representative there. Mr. Spofford is the United States 
Deputy and has a direct channel to those Ambassadors and a direct 
channel to the State Department | indicating chart], also at this level, 
this successor to the old ISAC committee the State Department has in 
cifect no policy matters in that committee. Negotiations for con- 
tracts and all that sort of thing—I don’t know any exceptions so far— 
are always done by the Ambassadors for the State Department and 
other agencies in each of those countries. Does that answer your 
question ? 

Mr. Bonner. I should like to suggest that all should speak a little 
louder in order that it can be recorded on the tape. 

Mr. Rosack. But where the State Department takes issue with any 
of the policies of these agencies, what does Mr. Spofford do in handling 
that? 

Colonel Patrison. When the State Department takes issue with any 
policies—that would be at the policy level in Washington and in many, 
many cases, I doubt if we could even hear of it in the regional area. 
I hope that Mr. Holmes will correct me if I make any mistatement in 
this regard here. 

Mr. Houtmes. You are correct, sir. It is in the Washington coor- 
dination between the various departments of Government that have 
an interest in this whole organization. It was formerly done in the 
committee known as ISAC, and it will now be done in a new com 
mittee under the supervision of Mr. Harriman, as Director of Mutua! 
Security. That will occur there. Of course, if you trace back far 
enough all of these things flow from the constitutional executive 
power of the President. So that the ultimate umpire in the event of 
disagreement is the President who has the executive power under 
the Constitution, but in practice it is done by the usual interdepart- 
mental coordination either in committee or by correspondence or 
meetings. 

Mr. Bonner. Mr. Ward. 
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Mr. Warp. No questions. 

Mr. Bonner. Mr. Kennedy. 

Mr. Kennepy. No questions. 

Mr. Bonner. Mr. Brodsky. 

Mr. Bropsxy. No questions, 

Mr. Bonner. Thank you very much, Colonel Pattison. 


MDAP 


Major General Kieter. Our primary task under the mutual defense 
assistance program (MDAP) is the programing of military matériel 
for our military allies, in Europe. I am now going to call upon Lt. 
Col. John H. Holliday of JAMAG to outline the objectives, develop- 
ments, and general status of service end-item programs of MDAP. 


STATEMENT OF LT. COL. JOHN H. HOLLIDAY, USAF, JOINT 
AMERICAN MILITARY ADVISORY GROUP 


Lieutenant Colonel Hotiipay. I am Lt. Col. John H. Holliday, 
USAF, JAMAG. In this presentation I will very briefly review 
developments, objectives, and general status of end-item programs. 
The most of what I will say is classified as restricted; however, there 
are a few areas of higher classification which I will identify as I 
reach them. 

The original program which we now know as the fiscal 1950 end-item 
program had its beginnings in November 1948, when the Western 
Union countries prepared an interim supply plan showing deficiencies 
in arms and equipment for forces then in being * * *. This pro- 
gram was submitted informally to Washington at that time. This 
served as a basis for determining the necessity for military aid to 
Western Union countries. During the ensuing year the plan under- 
went extensive revisions, finally emerging in late February 1950 as an 
approved program * * *, The fiscal year 1950 program was 
developed largely on the basis of forces then existing in these countries, 
and its immediate objective was to equip and modernize those forces 
and-to increase their ability to expand by furnishing them training 


equipment. 
My statement is classified as secret. 
* * - * * * * 


That was taken to Washington and used in developing integrated 
military-aid programs by country and service. Within the monetary 
ceilings assigned by the United States services to each country, the 
MAAG’s—which had by this time been activated in conjunction with 
JAMAG—then prepared tentative end-item programs which, 
following coordination with the military authorities of the countries 
concerned, were reported to Washington and there used in developing 
the legislative program for presentation to Congress. The over-all 
objective of the 1951 program was to further modernize and expand 
existing Army and Navy forces beyond that permitted by the 1950 
program and in order to provide a supporting tactical Air Force in 
balance for these forces. Considering that the current status of de- 
liveries under this program since the regular and supplemental fiscal 

94756—52——87 
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year 1951 program have been recently consolidated in order to simplify 
reporting and accounting procedures, I will treat the status of delivery 
of both programs as a consolidated item following the discussion of 
the supplemental 1951 program. 

As a result of the worsening world situation, JAMAG was directed 
on July 22, 1950, by the Joint Chiefs of Staff to prepare as a matter of 
urgency deficiency lists for these countries to be used as a basis for a 
supplemental fiscal year 1951 program. Accordingly, these lists were 
discussed with these countries. What follows is secret material. 

x * x * * * % 


The next chart shows by percentage of dollar value the steps in end- 
item deliveries under a consolidated program. 

The status of the 1952 matériel program, I am sure, is well known to 
you, it having recently received congressional and Presidential 
approval. 

In the next chart there is a summary by services of the dollar value 
of matériel programed in all programs for the first year 1952 and 
in the left-hand column the service totals of such funds. Initial 
»lanning for a mutual security program for the fiscal year 1953 was 

gun in JAMAG following receipt of a directive from the Depart- 
ment of the Army on July 14 last which contains the Joint Chiefs 
of Staff planning criteria for the new program. At that time all the 
title I MAAG’s were devised that the planning for 1953 end item 
programs would commence in the very near future. On July 17 a 
Joint Chiefs of Staff directive covering the procedures and criteria 
for developing, screening, and refining for 1953 mutual security pro- 
grams was received. This served as a basis for furnishing instructions 
to the MAAG’s for the preparation of matériel deficiency lists. This 
is secret which follows. 

x * * . * * * 


Mr. Dononvur. What is the over-all budget to take care of, say 
the 1951 program ? 

Lieutenant Colonel Hotimay. Broken down, sir? 

Mr. Dononve. For the NATO countries. 

Lieutenant Colonel Hotuipay. Well, it includes matériel which was 
discussed at length. 

Mr. Dononve. Dollarwise? 

Lieutenant Colonel Hotumay. (Indicating on chart]. Excuse me, 
I am checking on my classified material. 

Mr. Hotmes. As to the question of what they are contributing in 
money, sir, our money is spent to equip forces which they will generate 
for us; that is, generate for you under the NATO Council. 


Mr. Bonner. What is the over-all total cost? [Indicating chart. | 
* 


* * 


Lieutenant Colonel Hotuipay. This represents, sir, the amount of 
money in all of the approved programs including 1952. 

Mr. Bonner. Irrespective of year. 

Lieutenant Colonel Hotimay. All of the vears, sir. Fiscal out- 
lines 1952 which will be devoted to the provision of matériel. 

Mr. Bonner. Is that the program’s estimated cost ? 

Lieutenant Colonel Hotimay. Not the whole program, just the 
matériel program. 
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Mr. Bonner. Mrs. Harden. 

Mrs. Harven. No questions, thank you. 

Mr. Bonner. Mr. Lantaff. , 

Mr. Lanrarr. I assume the figures that have been given us repre- 
sent approved programming and appropriations by Congress. Now 
what percent of the amount authorized and appropriated has been 
delivered in each one of the fiscal years? I believe you had another 
chart and that covers this point. 

Lieutenant Colonel Hotiiway. * * *. 

Mr. LantaFrr. Now, do we have an over-all total ¢ 

Lieutenant Colonel Hotuiay. A certain percent of the dollar 
value have been delivered. 

Mr. LantaFr. So we still have yet to be delivered at some time in 
the future the remainder of that which has been authorized. How 
about in 1951? 

Lieutenant Colonel Hotiipay. * * *. We have consolidated the 
requisition of all programing and this represents the consolidation 
[indicating on chart]. * i: 

* * * * * * + 


Mr. Lantarr. What consideration has been given to spreading this 
production throughout Germany, Italy, France, Belgium, and Eng- 
land, so as to help meet the target dates and also help develop the 
economy of these countries; so as to relieve us of rkovidiiig economic 
aid to some of these other countries? 

Lieutenant Colonel Hotuipay. There has been a very great effort 
made, sir, and being made to uncover potential production in Europe 
which would relieve the United States of furnishing material under 
these programs—also to help us meet the deadline for equipping the 
forces in the future. 

Mr, Hotmes. Mr. Chairman, may I contribute to that answer? 
That point will be covered later this afternoon in your meeting with 
the Defense Production Board representatives. 

Mr. Lantarr. * * * 

Mr. Bonner. That is one of the reasons why heretofore we have 
refrained from asking questions until the whole briefing was covered. 
In this way we would not get into a subject prematurely. Mr. Brown- 
son. 

Mr. Brownson. No questions, Mr. Chairman. 

Mr. Bonner. Mr. Fine. 

Mr. Fine. No questions, Mr. Chairman. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Vl only just clear up something in my own mind. 
The total figures you have there, of course, as I understand it, are 
in all the end items. As I understand it, all the end items are coming 
from American factories. Is that not correct? And the only reason 
for the dollar value is to estimate how much in dollars we are giving. 
Now, one other general question. Are all the end items we are de- 
livering of standard United States design, or do we give some of 
these European countries special designs for their own in end items / 

Lieutenant Colonel Hotuipay. As far as I know, sir, I think we have 
furnished to date United States designed equipment. 

Mr. Curtis. I see. Now I gather from previous explanation where 
you don’t go into the actual appropriation—for example—what—let 
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me ask you the question anyway. We had about * * * dollars 
previously appropriated at the beginning of this fiscal year that re- 
mained unspent. Is that correct? 

Lieutenant Colonel Hotimay. I can’t give you any affirmative an- 
swer on that. That is beyond my field. 

Mr. Curtis. Well, that is what I wasn’t sure of—I will wait for an 
answer on that question. 

Mr. Lanrarr. I have one more question, Mr. Chairman. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lanrarr. With reference to standardization, are we furnishing 
jeeps and bazookas to the British and French? 

Colonel Hortipay. Not motor vehicles and such items, I believe, 
Those are items which are being looked into for production in Eu- 
rope. 

Mr. Lantarr. We are furnishing arms but we are not furnishing 
any vehicular transportation ? 

Colonel Hotuiay. Not any special type vehicle, sir. 

Mr. Lantarr. How about jeeps. 

Colonel Hotnipay. I think we have an expert here on that, sir. 

Major General Krister. We have furnished some jeeps, yes, to 
France. 

Mr. Lanrarr. Is there any controversy existing as to standardiz- 
ing that type of vehicle, or standardizing bazookas, and things like 
that, between us and those countries ? 

Colonel Hotiipay. We have a standardization agency here in Lon- 
don to which those problems are referred. I am not too familiar with 
their work, sir. 

Mr. Lanrarr. What I am thinking of is this—we are furnishing 
equipment. Now it might not have been standardized and then 
later on some other weapon; for example, French type bazooks would 
become the standard NATO weapon. Then everything that we would 
have furnished would perhaps become surplus to that army’s needs, 
and they would dispose of it and sell it as surplus property because 
it was a different standard type than had now been approved. So 
the question follows as to whether or not we furnish anything under 
MDAP unless the standardization committee had approved it as a 
standard type of vehicle or weapon for NATO. 

Major General Krster. I would like to have Colonel Russell direct 
an answer to that. 

Mr. Bonner (interrupting). Excuse me, I don’t do this for my 
pleasure but we want to get the names on this record we are trans- 
scribing here. If anyone injects a remark, please give your name, or- 
ganization, and then if the person who is to answer will give his name. 

Major General Kieter. I would like to introduce Colonel Stanley C. 
Russell who is an expert in this field. I should like for him to answer 
the Congressman’s question. 


STATEMENT OF COL. STANLEY C. RUSSELL, JOINT AMERICAN 
MILITARY ADVISORY GROUP, LONDON, ENGLAND 


Colonel Russeti. I think the points that you have made are well 
taken; that is, there is going to be a problem, Congressman. To 
answer your specific question, we do not first await on an item until 
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dollars it has been screened by the NATO Standardization Agency. The 
that re- urgency is so great that we feel that they should get some equipment 
now. As far as later—our equipment being declared surplus—of 
tive an- course, it cannot be disposed of without our permission. And I think 
it is more important that the French have enough bazookas, even if 

t for an there are two types of them, than not to have enough. 
Mr. Lanrarr. One of the things that concerns me a little bit is that 
when your mission here approves, for example, so many bazookas of a 
certain type, it will trea a take about 2 years after you start plan- 
nishing ning for that until that item is delivered to you in the field. By that 
time it might be a nonstandard item and the French would not want 
believe, to accept it. So that we would have left in our country a surplus of 






that type equipment. I am wondering if there is any way to solve 
the problem. 

Colonel Russeixi. I think that our planning is looking forward 
enough to take in that eventuality. 

Mr. Lantarr. That is all I have, Mr. Chairman. 
Mr. Bonner. Mr. Meader you have a question / 
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TITLE TO MILITARY AID EQUIPMENT 






Mr. Meapver. There has been some discussion in the subcommittee 

























ardiz- 
rs like with regard to possible United States retention of title to property 
given to European nations under these European aid programs. 
1 Lon- Mr. Fine. The record ought to show, Mr. Chairman, that before we 
rwith ~~ come to any conclusion that the retention of title is the over-all 
-  solution—an analysis should be made because there are administrative 
shing [J _ responsibilities which the United States Government would face. For 
then [— instance, accident responsibility which might be very serious or might 
vould [— be very costly. There are other responsibilities which flow from the 
vould —— retention which might be more costly intheend. But I think we ought 
reeds, not to rush into a general conclusion without considering that phase 
cause of it. 
So — Mr. Bonner. Thank you, Mr. Fine. 
inder — Mr. Mraper. I don’t want to start an argument on this matter, which 
asa fe I have discussed here on the side with my colleagues. I simply want 
2 to get some reaction of the operating men—on how this item will effect 
lirect — ‘their discharge of responsibilities. 
: Major General Kieter. If I might call one more expert opinion, 
*my [Colonel Pattison, on this point. 
rans- 4 Colonel Parrison. There is, as Mr. Fine brought out, a psychological 
», OF- _ factor involved as General Patton, being an old Army man. himself, 
ame. used to say, you can pull spaghetti through a key hole easier than you 
ry C. can push itthrough. And NATO isa voluntary organization—a form 
swer of partnership. * * *: 
: * * * * * * * 
.N _ STATEMENT OF LT. COL. SAMUEL F. LANGLEY, JOINT AMERICAN 
4 MILITARY ADVISORY GROUP, LONDON, ENGLAND 
well Lieutenant Colonel Laneiry. I can explain the conception of the 
To drawing on the air depot. We realize that the countries might not 
ntil quickly reach the position of absorbing a whole year’s level of spares 
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for the Air Force. Secondly, it would involve a considerable amount 
of money to put these spares over there. The third reason was we 
didn’t have them to give. Consequently, it appeared to us wise to 
establish an Air Force depot iw Huhorie, which could also follow 
through in Greece and Turkey. * * *. 

Mr. Bonner. That gives you more flexibility, doesn’t it ? 

Mr. Warp. It will also take less inventory to do it that way. 

Lieutenant Colonel Lanetey. At any one time—— 

Mr. Warp. Now following up on "Congressman Meader’s point. 
Where the replacement of parts is of such growing importance, isn’t 
it a good idea to expand this plan in order to get more flexibility and 
less stocking ? 

Lieutenant Colonel Lanetey. I think from the Air Force point of 
view it is, sir. I cannot speak for the Army or Navy’s point of view 
since I don’t know their situation. 

Mr. Warp. With regard to that classified material presented * * *, 

= ® n * s & * 


Mr. Bonner. Mr. Brodsky, do you have any questions ? 

Mr. Bropsky. No, sir. 

Mr. Bonner. Mr. Roback? Mr. Kennedy? 

Mr. Kennepy. A good portion of the conference has been devoted 
to classified matter. This material will be screened for security pur- 
poses by Army, Navy, Air Force, and Department of Defense officials. 
In this way, the printed record will not reflect the classified material 
discussed here today. * * * 

Mr. Bonner. That is the subcommittee’s plan in relation to these 
conferences and I am assuring your military representatives that the 
information we have received here today will be treated in the manner 
outlined. General Kibler, General Biddle, Minister Holmes, on behalf 
of this subcommittee, I want to thank you gentlemen and your staff 
for your splendid cooperation. We will now adjourn the conference 
until the afternoon session is called. 

Mr. Hotmes. The afternoon session is called for 2:30 p.m. Thank 
you, Mr. Chairman. 

AFTERNOON SESSION 


CoNFERENCE WitrH REPRESENTATIVES OF THE DEFENSE 
Propucrion Boarp, NATO 


Lonpon, ENGLAND 
NoveMBER 28, 1951. 


Mr. Bonner. The meeting will come to order. First we will hear 
from Colonel Dehority. 


STATEMENT OF LT. COL CHARLES M. DEHORITY, MARINE CORPS, 
DEFENSE PRODUCTION BOARD 


Lieutenant Colonel Denortry. Congressman Bonner and gentlemen, 
I am Lieutenant Colonel Dehority, representing SUSREP this after- 
noon. Mr. Batt, who isthe United States member on the Defense Pro- 
duction Board, is in Washington. General Callahan, who is his 
deputy, is down at the Rome meeting of the NATO Council. 
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We had the executive officer and regional chief here. I head the 
Procurement Division; Colonel DeGoria is the executive officer ; 
Colonel Projeria heads the Production Resources Division; Mr. Harris 
heads the Operations and Analysis Division; and Colonel McLaughlin 
has the Planning and Programs Division. ' 

If it is poms, 6 with you, I will start off by having Mr. Harris 
give a very brief statement of the functions and duties of SUSREP. 


STATEMENT OF LIONEL H. HARRIS, CHIEF, OPERATIONS AND 
ANALYSIS DIVISION, SUSREP 


Mr. Harris. Mr. Bonner and ladies and gentlemen of the com- 
mittee, I want in a very few minutes, to kind of pin-point the high 
lights of the position of our group in the North Atlantic Treaty 
picture. As Mr. Breithut of Ambassador Spofford’s office told you 
this morning, the North Atlantic Treaty Organization breaks down 
into the Council, the Council of Deputies, and three separate agencies. 
Those are the Financial and Economic Board, the Military Committee, 
and the Defense Production Board. 


FUNOTIONS OF SUSREP 


Now, we belong to the Defense Production Board, which is an 
international body consisting of the representatives of 11 nations. 
Actually, there are 12 member nations of the NATO, but one, Iceland, 
does not participate in the Defense Production Board. 

Mr. Batt, is SUSREP, that is the senior United States representative 
to the Defense Production Board, and our whole organization backs 
him up. It is our function to supply to Mr. Batt the necessary 
information he needs for the proper operation of the Defense Pro- 
duction Board. So that, I think, describes us. We are the back-up 
for one member of the Defense Production Board; namely, the 
United States member. 

I should like to say a few words about the functions of SUSREP. 
The chief function, of course, of the senior United States represent- 
ative is first, to represent the United States position in the Defense 
Production Board, and the second function is to be responsible for 
the United States activities in connection with European defense 
production. That is the simplest statement of our functions in the 
simplest way I know how as to the responsibility of our office and 


what SUSREP is and does. 
OFFSHORE PROCUREMENT 


A specific example of this is in respect to offshore procurement. 
It is our function to screen, investigate, to make recommendations 
to Washington giving our best opinions as to items which could 
be best purchased in Europe. I might say that the Defense Pro- 
duction Board, and SUSREP in particular, is not a procurement 
agency. It has no funds. It is entirely a screening, investigating, 
advisory organization. We succeed entirely on the basis of the logic 
of our recommendations and the good will of the people to whom we 
make them. 
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Lieutenant Colonel Denorrry. Do you want any further descrip- 
tion of the functions of SUSREP or would you sooner ask questions 
at this point? 

Mr. Bonner. Mr. Lantaff, any questions? 

Mr. Lantarr. I would like to know how you go about evaluating 
the capability of the various countries in NATO to produce certain 
end-items. 

Lieutenant Colonel Denorrry. I will ask Colonel Colby, Chief of 
the Production Resources Division, to answer that question. 


STATEMENT OF COL. JOSEPH M. COLBY, CHIEF, PRODUCTION 
RESOURCES DIVISION, SUSREP 


Colonel Corny. I am Colonel Colby, Chief of the Production Re- 
sources Division, SUSREP. The initial survey of that was made 
by a task force’s assembly of experts. They covered each of the 
NATO countries in a study of facilities and made certain recom- 
mendations with relation to the productive capacities for specific 
products in these specific countries. Following that, there have been 
meetings with the DPB again by groups of experts in which the 
facilities and productive capacities of these countries have been ana- 
lyzed more completely and in detail and coordinated throughout the 
entire area so as to relate productive capacities with requirements in 
carrying out some of our own off-shore procurement recommendations. 
Just prior to making our off-shore procurement recommendations, we 
have made spot checks in the field again to see that the capacities ex- 
isted in the type of place that was desired and that the machinery 
and that the technical skill existed before these procurement recom- 
mendations were forwarded back to the United States. 

Mr. Lantarr. Can you give us some specific example of allocating 
to Western pen industry a portion of production ? 

Lieutenant Colonel Denorrry. Yes, sir; there are very complete 
studies; for example, on the 155 howitzer and on motor vehicles relat- 
ing productive capacities to the requirements and allocating these 
requirements to the productive facilities which exist. These plans 
were, I consider, quite generally complete and were forwarded to 
the FEB (Financial and Economic Board) for financing to get the 
money to carry out the production. That is where it was stopped. 
The thing that is needed in Europe is money to produce. The services 
and facilities exist. In fact, anybody who realizes that Europe is 
the home of the jet engine, that they produce great tanks like the 
Tiger tank, and that it is where much of our basic defense material 
springs—Europe has the ability to produce. What is needed here is 
the financial ability to cover costs. 

Mr. Lantarr. Well, what have we been doing with the money we 
have been spending on economic aid, and with other plans for utiliz- 
ing that money for mutual security purposes? 

Lieutenant Colonel Drenorrry. Economic aid has been handled, of 
course, under the ECA. That is a field which I will not dare to enter 
because mine is of another variety. 

Mr. Lanrarr. I understand that. But isn’t it true that the ECA 
program has been of considerable importance in rehabilitating Euro- 
pean facilities? 
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Lieutenant Colonel Denoriry. That is correct, Congressman. 

Mr. Lanrarr. Hasn’t that rehabilitation been directed to rebuild- 
ing those plants that you speak of? Plants that you say are capable 
of producing armaments? 

Lieutenant Colonel Denorrry. To a certain extent, Congressman, 
that is correct. 

Mr. LantaFr. How close do you work with ECA ? 

Lieutenant Colonel DeHorrry. We work quite closely with ECA. 
We, ourselves at SUSREP have no field agencies. Here in the field 
the only teams are the MA AG’s and the ECA teams. They also do our 
field work for us. Almost all our work on the regional level is fully 
coordinated with ECA. However, you must remember that until quite 
recently the restriction on expenditure of ECA funds did not permit it 
being focused on armament production. However, the money was 
spent on rehabilitation, particularly on the metalworking industry 
which helped rehabilitate the arms industry. 








COUNTERPART FUNDS 


Mr. Lantarr. Have counterpart funds been used in France or Italy 
for the rehabilitating or retooling of these plants? If so, would it 
relieve those burdens? 

Lieutenant Colonel Denorrry. Not at the present time. Now there 
is this—in putting over some of the new Si chars procurement you 
have all sorts of costs such as the use and facilities, and if machine tools 
do exist you have got to bring them out of storage; you have got to 
realine them so that you can get your production flow; that costs 
money. There have been a lot of discussions that when off-shore pro- 
curement really begins in earnest it may be necessary to use counterpart 
funds for the facilities aspect of this program. Now, whether that 
will ever materialize or not, I do not know. They only say that that is 
in the discussion stage. 

Mr. Lantarr. My only reaction is that as long as you have made 
these surveys and have plans for allocating a certain proportion of 
production to Europe you should certainly be able to coordinate any 
loans made by ECA from counterpart funds to your program. 

Lieutenant Colonel Denortry. The Mutual Security Act is, of 
course, new, and we do not know yet what is going to be the outcome 
ofthat. Ihave been told recently, however, that the ECA in a certain 
expenditure of funds has been operating under quite a different law. 

Mr. Lantarr. If our military people approve, for example, 100 
tanks for France, would you come into that picture to urge that any 
components of that end item could be made here? 

Lieutenant Colonel Denoriry. Oh, yes, sir, Mr. Congressman. We 
have a case right now which is quite baffling; for example, we have 
allocated on the end item program to Belgium, items which they have 
capacity toproduce. * * * 

Mr. Lantarr. Could you give us an example of that end item ? 

Colonel Rumuey. Well, take small-arms ammunition in Bel- 
gium * * * should we require that they produce those require- 
ments themselves, even though with our aid their deficit to meet the 
1954 objective is large? Might we better keep that end item on the 
program than to require meeting the deficit from Belgian production ? 
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Mr. Lanrtarr. If they were to make a rifle, what type of rifle, for 
instance, would they make? 

Lieutenant Colonel Drnorrry. Well, if they made the rifle in 
Belgium, they would make the Carbine Nationale rifle bored to a .30 
caliber * * *, We would not attempt to impose M-1 rifle on a 
country with effective facilities to produce. 

Mr. Lantarr. That’s all the questions at this time, Mr. Chairman. 

Mr. Bonner. Mr. Donohue 

Mr. Dononve. Up to the present time what recommendations have 
you made to Washington ? 

Lieutenant Colonel Dexorrry. On off-shore procurement ? 

Mr. Donoute. Yes. 

Lieutenant Colonel Denortry. We have made recommendations for 
spare parts for the Willys one-quarter ton, 2%4 ton, and the three- 
quarter ton. That is the Willys one-quarter ton, Dodge three-quarter 
ton, and the GMC 214 ton—those three types constitute a considerable 
portion of the vehicle program. 

Mr. Dononve. Well, where would those parts be manufactured’ 

Lieutenant Colonel Drnorrry. We have managed to get GM, 
Chrysler and Willis to agree to set up their production in Europe and 
establish themselves as responsible and responsive bidders. Now this 
is a key to the preparatory item deal. With them as responsible and 
responsive bidders we can order by part number just as we do in the 
United States. 

Mr. Dononver. At the present time the Chrysler and GM group 
do not have facilities in Europe ? 

Lieutenant Colonel Denorrry. GM has quite a bit of facilities; 
Chrysler and Willys would have to do it by subcontract. For example, 
Mr. Garrison is here now from Willys touring all over Europe attempt- 
ing to get subcontractors in to do the job. However, they are not the 
sole bidders. They are simply the responsible and responsive bidders. 

Mr. Donouve. And you say they are here getting subcontracts? 

Lieutenant Colonel Dexortry. Yes, sir. 

Mr. Dononver. Well then why can’t the Defense Production Board 
set-up take care of this? 

Lieutenant Colonel Denoriry. These are proprietary items and 
people with proprietary rights are protected by law among nations. 

Mr. Dononvur. Wouldn’t they grant special license to your people 
to use their proprietary rights in going ahead ? 

Lieutenant Colonel Drnorrry. These people have not done so. 
When we initially put out the invitations for bids for these articles, we 
had a specification in our contract that the prime producers would 
furnish reproducible prints of any of the service parts. This fight was 
carried to Washington, and we got instructions back that this clause 
should be deleted from the contract. Thereupon, we stuck our necks 
out again in another effort in which we said we still want these draw- 
ings and the company which gives them to us can put in any stipula- 
tion they wish. But they cafnot be used for procurement or manu- 
facture—we still lost, in that clause which had to be deleted from the 
contract so that the drawing did not exist. Now you must realize also 
that in a truck there is very little that is patentable and therefore the 
only proprietary thing that an individual has is his prints and he is 
very reluctant to release these drawings. 
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Mr. Dononvr. Now what are some of the other items that you say 
you have got recommendations on ¢ - 
” Lieutenant Colonel Denorrry. Congressman, at this point, I believe 
we are discussing matters that are of a classified nature and for ex- 
planation we must go off the record. 
* * * * * . oS 


Mr. Harris. * * * You probably wondered how we arrived 
at—this morning I think you heard the presentation from JAMAG 
of the countries built up—what is permissible under the aid program. 
That comes in from each country team to JAMAG. It is then re- 
ferred to SUSREP. We take that and correlate all the same type 
of item going to every country so as to bring up the total requirement 
for that fiscal year. We then review that as to the possibility of pro- 
duction in Europe as a whole. The country team, you will remember, 
has only screened it to see if it can be produced in that particular 
country. So our responsibility at the regional level is then, if it 
cannot be reproduced in country A where this program originated 
but. could be produced in country B, we then—together with JA- 
MAG—say “Then what can be peonetens Whether their native 
oroduction is a suitable substitute?” We then recommend that they 
taken off the end-item program or, if they cannot then finance it, 
if we can take the strain off the United States production by producing 
it in another European country if financed by United States aid. 

As Colonel Colby indicated, we only make the proposal. That goes 
back to the Defense Department. They, in turn, there screen this 
against United States production, where the bottlenecks are, where the 
shelf space is, ete. That comes back to us then with this so-called 
procurement directive, and that is the point where we then give it the 
second refinement as to the actual producing countries. And at that 
point, with the cooperation of the United States Deputy’s Office, 
JAMAG and the United States end-item program and with OSR, 
the ECA regional level, we get the financial and political impact on 
this thing so as to recommend these countries where these procure- 
ments should be placed. 

That is where the procurement and pricing comes into the picture. 
We then go to the procurement agency on this chart indicated, and we 
follow the single item procurement assignment as it is called in the 
United States; that is, the Munitions Board has assigned one thing 
to the Army, one thing to the Navy, and another thing to the Air Force 
to wipe out complication and duplication. And with this correlated 
information which is coordinated at the regional level, we then go back 
and recommend that production be placed in country A, B, or C— 
depending upon what the implications are. 

The procurement agencies then try to place that within those limited 
areas; but if they cannot do that, then they go back; and if we have 
not already indicated a second choice, we then give such a second 
choice. That is all meshed in in this way that in making a review of 
the original program, we review from the production end of it only. 
The proposed capabilities and the production which the country is 
going to put out for their own program and as to what they are pro- 
ducing and what they intend to produce during that particular serv- 
ice—that is all weighed in in making our recommendation. I thought 
you might want that little supplemental information. 
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Mr. Dononve. Well, assume that you come to the conclusion ther 
that this material or this equipment can be produced over a year or 
so under these countries A, B, C, and D—who pays for that? 

Lieutenant Colonel Denorrry. Well, in this particular thing we are 
talking about—off-shore procurement—that so far has been supposed 
to be financed with United States aid. At the same time, we have 
raised the question as to whether the country can finance it them- 
selves—that’s the reason we get the economic coordinator. 

Mr. Dononvr. Has the Economic Board come up with any cases or 
any decisions ? ; 

Lieutenant Colonel Denorrry. Please, sir, I did not say the “Eco- 
nomic Board”, I said “We coordinate with ECA for the economic pic- 
ture.” The Economic Board—the FEB—only takes the broad pic- 
ture at the top. We take the individual picture by going right back 
to the ECA regional officer. 

Mr. Dononve. Well, whichever agency can come up with these 
recommendations—have they come up with any recommendations 
which would permit some one of these other countries to pay for the 
making of this military equipment or the other equipment necessary 
for this defense program ! 

Lieutenant Colonel Drenoriry. To a recommendation stage, yes, 
That is one of the things under discussion at a level beyond ours right 
now * * *. We recommend that certain countries produce certain 
things which they have the capability of as a contribution to the 
NATO security program. We can recommend it from a preduction 
standpoint, but then it has to go into the other channels—the diplo- 
matic, economic, and so forth. 

Mr. Dononvr. Are many of the other NATO countries going to pay 
for much of this equipment themselves with the common objective that 
they meet agression ? 

Lieutenant Colonel Desorrry. No, because as Colonel Colby men- 
tioned earlier, the bottleneck which we run into in meeting this over-all 
production gap is finance. In other words, we can produce production 
capacity—we can even get around the manpower shortage and find the 
means of producing scarce material and getting them lined up; but 
when you come down to the final bottleneck, it is who is going to pay 
for it? 

Mr. Dononcve. Mr. Chairman, I have no further questions. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpen. No questions. 

Mr. Bonner. Mr. Brownson? 

Mr. Brownson. I have no questions, Mr. Chairman. 

Mr. Bonner. Mr. Curtis? 

Mr. Corris. Yes, I have a question. You mentioned a survey that 
was made. When was that survey made? 


INDUSTRY SURVEYS 


Lieutenant Colonel Denorrry. Can I break down that, if I may! 
Pardon me, I will elaborate on that, if I may. The task-force survey 
was started under the old Military Production and Supply Board 
which was the predecessor to the Defense Production Board (which 
has only been in being since this last January of this year—about 
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January 15, 1951) in order to find out the capabilities of the European 
countries. ‘These so-called task forces were organized under nine 
categories. ‘The categories are small arms and ammunition, ordnance, 
combat aircraft, and so on with experts contributed by various coun- 
tries. They went through and made a survey contacting and dealing 
with the ministries and trade associations and actually visited certain 
plants. They started in October of last year and the surveys were com- 
pleted as of about December. 

Mr. Curtis. Were they made with the idea in mind of potential as 
well as what is actual ? 

Lieutenant Colonel Denoriry. That is correct. sir. In other words, 
what was actually in being, what could be put in being with existing 
tools and floor space which was available, and also what the potential 
was with additional tools and floor space which could made 
available. 

Mr. Curtis. Then you also included, I think you said, potential 
skills, labor, and so forth. Does that include also raw materials 
sources in the surveying or was that separate ? 

Lieutenant Colonel Drenorrry. It was all down in a very broad- 
brush picture. 

Mr. Curtis. In the same way as transportation ? 

Colonel Rumiry. Well the survey reports that were in have this 
much in them—as to whether skilled manpower was available in that 
neighborhood—what the past production had been of the —— that 
lived in that same vicinity and the transportation facilities that existed. 
Now that has been submitted by the returns of the countries because, 
through the board, each country member was asked to go back, and 
then from his own country’s sources, submit that information as 
to whether or not he agrees with that estimate, whether he thought 
it was too high or too low, or whether he could do less. That was 
further checked by going back to the country missions and asking 
the people in the MAAG’s part of the mission and ECA’s part of 
the mission, to work with the country team and evaluate that further 
so that we have the original broad-brush survey by the experts checked 
with the country’s returns and checked by the country’s teams as to 
their capabilities. 

Mr. Curtis. That figure is being revised even now # 

Lieutenant Colonel Drenorrry. That figure is being revised con- 
stantly, Congressman, because a survey of a year ago is of no value. 
* * * Tfin the meantime orders have been placed and that capacity 
used up then we would have to go somewhere else. In other words, 
one point I should mention and that is that we don’t want to place 
contracts for United States dollars—it is only excess capacity over 
and above that they can use that we are interested in—and offshore 
procurement. 

Mr. Curtis. That’s clear—that’s one thing I was going to ask 
about—so that his plant production is for civilian, is it not—or what 

was the statement on that? 

Lieutenant Colonel Denorty. My statement on that was only in- 
tended to cover military although it would cover the civilian to a 
certain extent—about the way we have to go to the ECA people. 

Mr. Curtis. Well here is the point, of course, given a plan it can 
manufacture civilian goods or it can manufacture military. 
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Lieutenant Colonel Denorrry. That is the reason I say we have to 
go get the financial and economic—and the people who are handling 
that—because in certain European countries, and this is now getting 
out of our field, it is essential for trade, in other words the country 
could not exist without trade, that is when we go to the ECA people. 
“All right, where in the picture can we use this for military production 
or is a certain amount reserved 9” 

Mr. Curtis. I understand now about raw materials—do you all get 
into that at all? 

Lieutenant Colonel Denorrry. To a limited extent. We have not 
been able to manage except for one which you mentioned before. 
Under the AMP, Additional Military Production, we fell into that to 
a certain extent. When they applied through the ECA missions pro- 
grams came in and were reviewed, we made recommendations and 
substituted to a degree. Now to the other part of the question, you 
know they have two ways in which they can get into IMC or the MPA. 
One is by the country’s representatives in Washington making the 
applications. 

Mr. Curtis. They are the ones applying? 

Lieutenant Colonel Denorrry. Yes, sir; or it can stay at the coun- 
try’s level through the ECA missions * * * andifitisa military 
item, such representative is notified. We furnish the information as to 
where—we think with a regional view—this thing fits into the essen- 
tial military production. If it is something that has to be produced 
in the next 6 months to meet the NATO forces then it should get a 
very high order of preference. However, if it is an item that is not 
going to be needed for 12 or 14 months, it should go to a lower 
category. That is the extent of our activity as to the people who are 
the claiming agencies. 

Mr. Curris. An item like steel, for example? To process that 
particular item, we all might recommend that Britain could produce 
some item that was necessary immediately. That would go to ECA 
as the claimant agency and that might go directly in line to United 
States steel over here, is that correct ¢ 

Lieutenant Colonel Denorrry. Well, it is correct, but there has been 
a lot of modification to this extent. The processing of raw commod- 
ities taken out of the United States—represents only about 15 percent 
of the total used in this country. So, it is necessary that they insist 
that the ECA work on that—the country controls to see that this 
is allocated when it gets here. In that case, we would see that this 
commodity—the first channel would be when we place an offshore 
contract, the advice we give to procurement officers is to go to the 
man they are contracting with, the producers, and they don’t con- 
cern themselves with the raw materials or commodity. In other 
words, they place the erder. He then goes to his suppliers. If they 
cannot produce, he then goes to his own Government because the 
Government is.responsible for the allocation of this scarce materia! 
within their own borders. If they can take it from some nonessentia! 
use, he has no reason to make an application to ECA. 

Mr. Curtis. That’s what I was going to ask you. They do their 
own screening on that; for example, hospitals would have to compete 
within the country for this steel the same way ours did. In other 
words, there wouldn’t be a demand for steel from the United States. 
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The country involved might want to use their own steel for their own 
production. 

Lieutenant Colonel Deuority. That is taken into consideration at 
the ECA country mission. That’s the comment that they made back. 
Certain steel is being used for other purposes which they recom- 
mended but disapproved until they do something to control those. 

Mr. Curtis. Then the ECA in Washington does the over-all screen- 
ing as I take it. They actually screen what the country has screened. 

Lieutenant Colonel Drnortry. Well, let’s put it this way. The 
ECA in Washington is the claimant agency. They review the screen- 
ing, but the screening is primarily done at the country mission level, 
reviewed by OSR at the regional level, and then to Washington—the 
claimant agency—for final review. 

Mr. Curtis. I think I understand that. Now one other point. It 
was mentioned that this money for production, for which priority 
had already been let, comes out of the 714 billion appropriations we 
have recently voted, is that correct ¢ 

Lieutenant Colonel Drnorrry. In this offshore deal, that is correct. 
Because the only thing we have programed for offshore procurement 
is screened from the end-item program that has been submitted by the 
missions. The thing that we do in procuring offshore through such a 
screening is to take the burden off the United States manufacturer, and 
has the added effect—once we initiate production in Europe of giving 
them capacity to manufacture these things which can be omitted from 
future end item programs. 

Mr. Curtis (interrupting). Well I understand that, I think. 
Well, now I just wanted to get tomy question. I may not be too clear 
on that. Now do you all consider all the manufacturing that might 
be done for United States procurement—for our own forces ? 

Lieutenant Colonel Dexorrry. Oh, yes. 

Mr. Curtis. Well, now that would not be paid for out of the 714 
billion ? 

Lieutenant Colonel Denorrry. No, paid for by military appropria- 
tions. 

Mr. Curtis. That’s what I want to be sure of. Your program con- 
siders that, then, as well as procurement for the NATO countries? 

Lieutenant Colonel Denorrry. We consider it to this extent—if the 
directive from the agency at home to the procurement office over here 
is over one-half million dollars, it is mandatory that they bring it 
into this regional screening. If it is under one-half million dollars, 
we are willing and able to give them advice and assistance on it, but 
that is the level which has been set. 

Mr. Curtis. Now what about procurement for our own forces from 
the manufacturing capacities of these European countries? 

Lieutenant Colonel Denorrry. For shipment back, do you mean ? 

Mr. Curtis. Not necessarily shipment back. It might be used right 
over here with our own forces. 

Lieutenant Colonel Denorrry. For the occupation forces in Ger- 
many, there has been quite a bit of procurement in Europe. That has 
been going on for some time. 

Mr. Curtis. No, through your regional set-up—that’s what I am 
talking about. What I would like is answers to my questions in rela- 
tion to your organization. 
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Lieutenant Colonel Denorrry. No, sir, unless the procurement ex 
ceeds one-half million dollars, the normal procurement which is made 
locally ; for example— 

Mr. Curris (interr upting). I am not interested in dealing with, 
hypotheticals. Iam asking for 

zieutenant Colonel Denorrry (interrupting). Well, I am giving 
you specific answers. But the procurement that is for the United 
States occupation forees, such as foodstuffs and other things—— 

Mr. Curtis (inter rupting). No; what I am talking about is purel) 
from what the job is that you are doing, your manufacturing serv- 
ices, and thereby any instances where there have been procurement 
items manufactured 1 im the European countries to be delivered to our 
own forces—jeeps, for example? 

Lieutenant Colonel Denorrry. Jeeps, well there have been some like 
items, but I can’t give you the details right now. 

Mr. Curris. Well, there have been some. 

Lieutenant Colonel DeHorrry. Yes; there have been some. 

Mr. Curtis. I wonder if you could furnish the subcommittee with 
any example of that—not now, but I mean send to the subcommittee 
later after you dig into it. 

Lieutenant Colonel Drnorrry. 

>» * * * * * * 


* *« 


Mr. Curtis. That’s an example of what I mean then. If your staff 
could prepare a statement. With Mr. Bonner’s approval, I would 
like to have that. 

Mr. Bonner. Yes, if it is the will of the subcommittee. 

Mr. Curtis. For our own forces based on procurement in Europe. 


Lieutenant Colonel Denorrry. This again should probably not go 
into the record. * * * Ican say this if they went on the record— 
there have been beds and bedding sheets, pillowcases 

Mr. Curtis. I thought maybe if you had a chance to work it up 
and include it later—oh, by January 1, or something like that. There’s 
no rush about it. 

Lieutenant Colonel Denorrry. We can give you a list on that. 
There’s about $15 million involved. 

Mr. Curtis. Now, well, no, I understand that 15 million was for—— 

Lieutenant Colonel Denorirry (interrupting). It’s in that $15 
million fund. 

Mr. Curtis. Oh, it is in the 15 million. Oh, I see. Now one other 
thing—this FEB which you say, this Economic Board which you 
say can deal with this financing which you say is the real problem— 
they are the ones to whom you ‘have to refer matters, is that correct ? 
Now, when you are talking about financing, you are simply talking 
about, as I understand it, the question of who is going to pay for the 
end items. Now, I want to direct your attention to the financing 
necessary for reequipping some of these plants or rebuild, would that 
be included in the financing too 

Lieutenant Colonel Drnortry. Yes, it could fall into both cate- 
gories. There are purposes—financing which goes to the FEB is the 
NATO financing. It is not directly connected with this offshore pro- 
curement program which is more or less an end- item program of the 
United States. The financing which we have talked about in these 
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large programs, that is to meet the medium term defense plan and the 
gap deficiencies. Those are the kinds of financing problems that 
PR ; 

Mr. Curtis (interrupting). Well, let me deal with a specific ex- 
ample. If you have a plant that you’ve surveyed, do you say if it 
had a certain kind of machine installed there— that machine costing 
around $50,000—it could do so much additional production? Now 
it is the financing of that machine or the building of a building that 
is holding the big broadened end. ' 

Lieutenant Colonel Denoriry. Yes; it would come down to that. 
We don’t go down to the machinery or the building, but we give the 
capacity to produce as Colonel Colby said * * *. That is the 
problem for us; in other words, the capacities exist that are producing 
this—— 

Mr. Curtis (interrupting). But we are talking about an additional 
potential for capacity. What I am trying to fewe out is whether 
you make any recommendations along the line if they have additional 
machinery—one item—that could do so much more. Is that in 
your 
Lieutenant Colonel Denorrry. That eventually comes down to it. 
What you take first is the total capacity to meet the gap. That takes 
in the feasibility of what exists and in the broad picture what has to 
be added. 

Mr. Curtis. I understand all that. 

Lieutenant Colonel Denorrry. I think now I come to your point, 
but you got to reach it this way. Now, if they come up with that and 
say, “All right, which, which plant shall you put this n?” Then you 
have to come down to the specific thing as to what additional piece of 
machinery this plant might need or what rehabilitation does this 
machinery need 

Mr. Curtis (interrupting). Well, now you say the question is 
always of financing. Now, would you recommend to the ECA, for 
example, or to the FEB for recommendation to the ECA that a certain 
plant needs the financing in order to do this, and it would be a very 
desirable thing from your standpoint of offshore procurement. Do 
you see what I am getting at? 

Lieutenant Colonel Denorrry. Yes; I see what you are getting at, 
but that works around the other way. 

Mr. Curtis. Well what I am asking is what you people are doing 
about it. That is a simple question. 

Lieutenant Colonel Denortry. At that point, no. That is not the 
way it is approached. 

Mr. Curtis. Well, Mr. Bonner, that’s all I have. 

Mr. Bonnrr. Mr. Dorn? 

Mr. Dorn. No questions, Mr. Chairman. Mr. Kennedy and I have 
had a discussion on a point which I have asked him to develop when 


you reach him. 








PRICES ON OFF-SHORE PROCUREMENT 


Mr. Bonner. Mr. Meader? 

Mr. Mraper. Mr. Chairman, I would just like to ask about the 
pricing factors in offshore procurement as compared to the prices for 
the same item we have in the States. 


94756—52——88 
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Lieutenant Colonel Drexorrry. So far our experience has been 
fairly good. The indications are that for certain items of armament 
you can’t expect to pay a higher price. That comes into it in this 
way. We must realize these armament-production factories, having 
been overrun in the greater part of Europe, are not producing after 
the war. There has to be certain rehabilitation and some spcial do- 
ings, particularly accessory doings, in a small-parts nigra: § and if 


ms 


we attempt to distribute that over one particular year, it will run the 
price considerably up. Now that is the danger of which I was speak- 
ing when I was talking about getting into a specific case. Here in 
minimum of $500 million of counterpart funds which the program 
says will be used, we can then go to ECA in this specific case and say 
“Here is a factory which is capable, and the procurement officer is 
about to place a contract and negotiate for a price. If you will 
give us assistance in rehabilitation and tooling this place, carrying 
that over the long period which you can in that kind of lead, you 
can cut the end-item cost of this down to the comparable level of 
the United States price; and if you can’t we are not going to buy it.” 

In other words, in these instances of sheets and pillowcases, there 
was over one-half million dollars worth, and we saved several! 
thousand dollars over the estimated prices based on United States 
costs. But we do take that into consideration, and that’s the reason 
I wasn’t able to answer Congressman Curtis’ question more speciti- 
cally and say “No.” At that point when you are programing, you 
don’t—that point doesn’t come in until you are actually placing a 
contract because we are not going to recommend rehabilitation 
facilities until we see that that facility is going to work. 

Mr. Curtis. Oh, I see. In other words, it’s the time that you give 
the contract. 

Lieutenant Colonel Denoriry. Yes. In other words, we are not 
going to recommend rehabilitation and then have a nice plant sit 
there at our expense which we are not going to use. 

Mr. Mraper. From what Colonel Colby said, and from the evidence 
of a strong Labor Party and what we know about it, it would seem 
safe to assume that, having the advantage of labor size that we do 
not have, it would seem that the costs should be lower than ours. 

Lieutenant Colonel Denorrry. I could give you one word on that. 
We have set up this rule of thumb to go by—*It shall be the United 
States cost, not to exceed 10 percent, which represents our costs of 
packing and crating to get it over from the United States.” The gen- 
eral impression was that due to the labor costs in Europe, you could 
produce cheaper, but due to the lack of productivity, you can’t, and 
you must realize that, while the European mechanic is a bench 
mechanic and is well trained along certain lines, with a long appren- 
ticeship, in most things he works as a bench mechanic—a hand opera- 
tion. So due to the methods in the shop—and that’s what the ECA is 
working on—productivity and trying to get these people brought 
together in contracts big enough that you can work them. The 
number of laborers that it takes to produce the same thing that 
we do in comparison on production-line methods in the United States, 
and so forth, up the advantages that you have in lower labor costs. In 
other words, you may pay a man one-third as much, but in other 
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words, it takes three times as many men to make the same job. You 
come out, therefore, with the same labor costs in the end. 

Mr. Meaper. That is all, Mr. Chairman. 

Mr. Bonner. Are there any more questions by the members of the 
committee? Mr. Kennedy ? 

Mr. Kennepy. I should like to ask a question in regard to your 
surveys. Now, assuming that there is a potential for production in 
Europe, what would you say are the centers of production or produc- 
tivity country-wide? And what will their contributions aggregate 
in the total production picture of Europe? Are you centering your 
production and procurement any particular place 

Lieutenant Colonel DrHorrry. It has to be across the board. We 
have to consider them all. In other words, you have a survey of nine 
different categories: for instance, in military equipment. You may 
have a facility of better variety for one thing in one country than in 
another. Now, for instance, one country might be better able to pro- 
duce textiles than armaments; another might better produce arma- 
ments than textiles. You have to consider all of it, not only the large 
but the small production. For instance, sometimes you might get a 
good production in a small plant by a small producer where you 
wouldn’t get a big producer or manufacturer to even try it out. 

Mr. Kennepy. You mentioned excess capacity. You are interested 
in the differential above normal. That is what you intend to use. Do 
you consider then that each of these countries has recovered equally 
well ? 

Lieutenant Colonel DrHorrry. No, sir. You have more excess 
capacity in some countries than in others, and time also changes these 
factors. That picture constantly changes. That’s the reason these 
surveys have to be kept up constantly through the country teams and 
consultation. 


CATALOGING OFF-SHORE PROCUREMENTS 


Mr. Bonner. Mr. Ward? 

Mr. Warp. Colonel, when you get the item requirements from the 
various countries, do you ask them to submit them under any accepted 
commodity classification ? 

Lieutenant Colonel Denorrry. No, that is not submitted to us here. 
That comesintoJAMAG. There are definite rules as to submittal and 
there are definite rules as to who are eligible for assistance and what 
things are not. We only pick it up after they have completed their part 
of the program, brought this into a consolidated program. Then we 
study it from the production angle capacity, and where it can be pro- 
duced, as well as feasibility. 

Mr. Warp. Well, when you get all requirements by countries, are 
you then able to add them together? 

Lieutenant Colonel Denorrry. Oh, yes. In other words, our work 
sheet comes out something like this: We will take one given item. We 
will take the country productivity and add up each of the items, so we 
come up with the total that needs to be produced. Then we take our 
production survey sheets and go through that country’s capability and 
decide whether that can be produced there. Then comes the economic 
and diplomatic phase. We then come up with a coordinated recom- 
mendation as to what countries should have that production. Then 
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that is our proposed program which goes back to the United States, 
so that the people there can say, “This is the total quantity listed. 
This is the country that can’t produce, and this is what it does pro- 
duce, and under the present picture, this is where it is recommended 
it be produced.” And then after reviewing it at the Washington 
level and getting the picture of production in the United States, they 
say, “All right, obviously, you say you can produce so much and this 
is the proportion that we want you to produce in Europe.” Then we 
give it a quick look-over and see if that picture has changed any be- 
cause sometimes in the interim it does that because 2 or 3 months may 
have elapsed. 

Incidentally, we have certain Government claims which we go into 
and deal with the price contracts of manufacturers, and in answer to 
Mr. Ward’s statement with regard to negotiation or bid on contracts, 
we try to keep the negotiation on a competitive basis in this way. * * * 
The man coming up with the best price, all other things being equal, 
is going to get the business. 


CONTRACT ENFORCEMENT 


Mr. Warp. How do you enforce your contracts? Do you have some 
remedies for that ? 

Lieutenant Colonel Denorrry. The first one we got was by force of 
the Armed Services Procurement Act. I don’t want to take your 
time, but you manifestly can see that with the sovereign countries 
and we go over and have a law in the United States, acceptance is fal- 
lacious anyhow because he can sign the contract; and then if you do 
come into difficulty and you go into court to enforce the contract, the 
judge can look at it and say, “Well, that’s no law in my country.” 

Mr. Warp. Well, you are depending on them. 

Lieutenant Colonel Denorrry. Well, all right, we’re getting around 
to that in this way—with a series of provisions, and we write your pro- 
visions into the contract, you see. So that if you do get into difficulty, 
we are not acting to enforce United States law. We're asking him to 
live up to his contract in his country, and in that case you are trying 
to work a number of bilateral angles. If we can get the same thing 
by bilateral agreements between the United States and any given 
government, then we can take the contract and make reference to it, 
same as we do at home; for example, when we make reference to 
the Walsh-Healey Act or something else which becomes a part of 
the contract by reference. If you can get these bilateral agreements 
which they are working on, then the contracting officer can generally 
refer to that, and that will then help settle a law of relationships and 
everything else. 

Mr. Warp. One other question. On the component parts of the end 
items, you require them to be identified in a certain way for cataloging 
purposes ? 

Lieutenant Colonel Drnorrry. Yes, not necessarily in agreement 
with our projected catalog. 

Mr. Warp. But so you can add all parts? 

Lieutenant Colonel Drenoriry (interrupting). Yes, so that we ean 
have the things so that they can be recognized. 

Mr. Warp. That’s all T have, Mr. Bonner. 

Mr. Bonner. Mr. Roback, do you have some questions? 
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Mr. Rosack. In view of European business systems or cartels, are 
you getting competitive bidding that means anything ? } 

Lieutenant Colonel Denoriry. Of course, we can only go mostly 
across country levels. As you recognize, the cartels in Europe, as 
General Handy said in the ECC meetings in discussing this thing, 
it is something that we would at home call in all the business leaders 
and industries in getting a national program going, but with the 
European trade system, you can’t do it because that is a foregone con- 
clusion that the people in this country are all together. What we hope 
to do by picking more than one company and having consultation with 
some of the others who we know are outside these cartels, we can force 
them to come down and, of course, we always have this prerogative. 
The contracting officer, if he does not meet with what he thinks is a 
reasonable price, and we have all these industrial people to advise 
us, then we know about what it should be, we just say “Well, we are 
not interested.” 


GAO AUDITS OF OFF-SHORE PROCUREMENTS 


Mr. Rozack. Well, with regard to a particular piece of legislation, 
this committee has been given to understand by the Department of 
Defense that it would be very difficult for the General Accounting 
Office to examine the books of off-shore contractors. Incidentally, 
this law now is aimed at contractors in the States. This step was 
considered for off-shore contractors in order to discourage any in- 
feriority or irregularity in off-shore purchases. Do you have any 
observations on that point, Colonel ? 

Lieutenant Colonel Drnoriry. Well, [ can just tell you this much. 
From what I have seen, I have been mixed up in it to some extent. I 
would just hate like the devil to be the auditor who would have to go 
back to them because it is a tremendous task with many ramifications 
in connection with each company. I don’t know where you would get 
in that regard. 

Mr. Ropacx. Do you think that the companies would regard it as 
too dangerous to allow access to this material by, for instance, a 
congressional committee ? 

Lieutenant Colonel Drnoriry. Well, I can give you a specific example 
of something we have done. * * * we have already procured some 
radio sets. We wanted to use an inspection service which is already 
established and accepted by our own people. It was all agreeable, and 
it was worked out, and the Ministry of Supply agreed to the inspection ; 
but when it comes to signing the contract, “No, we don’t sign con- 
tracts; we’re government; we will do the work, but we want the letter 
of whoever is in charge 100 percent. We won’t sign contracts; we 
don’t sign contracts.” So it doesn’t matter what the attitude of the 
company might be as long as their government steps in in those things 
and says “No,” well, they've got you stymied. 

Mr. Bonner. Mr. Brodsky ? 

Mr. Bropsxy. Colonel, with respect to offshore procurement, when 
you get a directive from the States to procure, oh, an amount exceed- 
ing one-half million dollars, who actually gets that directive? Does 
it reach your headquarters? 

Lieutenant Colonel Denoriry. That directive actually goes to the 
procurement officer and he has in turn under the terms of reference 
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been required to expedite this procurement but simultaneously the 
directive goes to the procurement officer, it goes to SUSREP and the 
OSR or their successor agency in Paris, so that all can start on the 
same thing at the same time. In other words, we try to give them 
some immediate service on them. 

Mr. Bropsky. Well, who actually does the administrative details? 

Lieutenant Colonel Denorrry. The procurement oflicer. 

Mr. Bropsky. Specifically, is he somebody in Headquarters KuCom ¢ 

Lieutenant Colonel Denorrry. They all follow the same pattern. In 
EuCom you have your Technical Services the same as you have in the 
Army at home. You have your chief warrant officer, the directorate 
who breaks it down to Ordnance, Quartermaster, so that it goes to the 
Ordnance procurement officer, Signal procurement officer, and so forth. 
Navy being headquartered in Sainte; it follows the same Navy 
pattern. 


CENTRAL PURCHASING AGENCY FOR OFF-SHORE PROCUREMENTS 


Mr. Bropsxy. What I am concerned about is with the increasing 
amount of offshore procurement which seems inevitable, is there any 
thinking toward an establishment of a central purchasing agency, 
which will serve as a means for eliminating any competition between, 
let us say, the Army and the Air Force, getting similar or like supplies ¢ 

Lieutenant Colonel Denorrry. As I say, we use the same purchase 
assignment. The assignment will not go to the Army or the Air Force 
on the same item. 

Mr. Bropsky. Well, what about items going to or assigned on the 
basis of single purchase. 

Lieutenant Colonel Denorrry. It follows the same exact pattern as 
we do for the services at home. 

Mr. Bropsxy. In the field of textiles, for instance, where you might 
conceivably have competition ¢ 

Lieutenant Colonel Drnorrry. You might, but I don’t think you ean, 
sir. You might, but I don’t think the chances are too much, because 
if it’s bedding or uniforms in the Army, it will go to the Quarter- 
master. If itis the Air Force blue uniforms, it will go to the Air Force 
procurement officer. But they are not in competition except * * * 

Mr. Bropsky. Well, what about blankets? 

Lieutenant Colonel Denorrry. Blankets? Quartermaster. 

Mr. Bropsky. Blue blankets, Quartermaster, too 4 

Lieutenant Colonel Drnorrry. Well, if they have blue blankets 
there, we haven’t run into them. 

Mr. Bropsky. In summary, is there any thinking or development 
toward a centralized, coordinated agency ? 

Lieutenant Colonel Drnorrry. We are doing at SUSREP what 
amounts to a centralized, coordinated activity which I think is what 
you are talking about. There has been quite a bit of discussion. 

Lieutenant Colonel Drenorrry. A central procurement agency is 
something far in the future and will take a lot of preparation not only 
on the part of our own Government, but on other Governments, to 
coordinate the whole NATO program into one bailiwick, which is the 
final thing which you should come to. 

Mr. Bropsxy. Do you think from your experience that a central 
procurement agency is indispensible right now? 


sroeeimter conte 

















FEDERAL SUPPLY MANAGEMENT 1377 


Lieutenant Colonel Drnoriry. A central procurement agency for 
our own people right now is not indispensable here now than it was at 
home—we tried it. If you remember about 12 years ago the load 
was too heavy. In any big business, you have the same thing. You’ve 
got to bring the business out, because when you concentrate on one 
spot too much you bottleneck the thing right there. 

Mr. Bropsxy. I was not thinking in terms of an operational sense 
of a procurement agency but rather a policy. 

Lieutenant Colonel Denoriry. That is the function that we are per- 
forming in SUSREP together with OSR. We tried to fit together 
and coordinate these things and plan in keeping with production 
capacity, so that we did not get any competition. 

Mr. Bropsxy. It follows them 100 percent—the single surveys made 
by the Munitions Board. 

Lieutenant Colonel Denoriry. We have tried to follow the basic out- 
lines at home in establishing our organization. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanrarr. The thought struck me in offshore procurement that 

erhaps some day some Member of Congress whose district is hard 
bit because of unemployed workers and industry will call for an in: 
vestigation to determine why we were letting contracts overseas when 
the home town is net getting any orders. I am just wondering 
whether or not in connection with these items, which we have no diffi- 
culty in supplying, I am thinking of sheets and pillowcases, if any 
check is made back to the Munitions Board to determine whether 
we have national capability. 

Lieutenant Colonel Denorrry. As I have said, we made the recom- 
mendation and it goes back to Washington, and there they determine 
whether or not the condition exists. * y 

Mr. Lanrarr. So it is coordinated. 

Lieutenant Colonel Drenorrry. Yes; it is coordinated. In other 
words, we originate the proposed program. The actual off-shore pro- 
gram is determined by the Department of Defense through the three 
services, Army, Navy, and Air Force, and is gaged on the production 
capacity of industry at home before they ever come over here. 

Mr. Lantarr. That answers my question, Colonel. 

Mr. Bonner. Are there any further questions on the part of the sub- 
committee members or the staff? Thank you very much, Colonel; on 
behalf of the membership of the subcommittee, I want to thank 
you and your associates for your presentation and cooperation here 
today. 

Lieutenant Colonel Denorrry. Thank you very much, Chairman 
Bonner. 

Mr. Bonner. The meeting will stand adjourned. This terminates 
the overseas conferences of the subcommittee. 

OFFICE OF THE Deputy UNITED STATES REPRESENTATIVE, 
NortH ATLANTIC CouNcIL, 
American Embassy, London, W. 1., November 29, 1951. 


MEMORANDUM 


To: Congressman Herbert C. Bonner, chairman of the subcommittee of the House 
Committee on Expenditures in the Executive Departments. 
From: Mr. George F. Tyler, USDEP. 
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The attached explanatory note and accompanying charts will serve to supple- i 
ment the brief presentation by Mr. Breithut on behalf of Ambassador Spofford, f 
at 10: 45 a.m. on November 28, 1951. & 

We felt that you might find this material of interest, in connection with the i 
committee’s inquiries concerning organization at the regional level. ; 
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LONDON, ENGLAND—EXHIBIT 4 


JOINT AMERICAN MILITARY ADVISORY Group—EUROPE, 
London, W. 1., November 29, 1951. 
MAF 400.314 
Memorandum for: Mr. Bonner, Chairman, Subcommittee of House of Representa- 
tives Committee on Expenditures. 
Subject: Information concerning fiscal year 1951 Mutual Security Program 

Appropriations, 

1. During the briefing for your subcommittee conducted in the conference room 
of the Navy Building, 7 North Audley Street, London, on the morning of Wed- 
nesday, November 28, you asked that answers to the following questions, which 
were not available during the briefing, be furnished to you in writing: 

(a) What was the amount appropriated for Mutual Aid to NATO for the fiscal 
year 1951? 

(0) What portion of the appropriated funds had been expended and what was 
the balance remaining? 

(c) What amount had been spent for “overhead”? 

2. The only precise information available to this Group on the matters to 
whic h your first two questions relate appears in reports prepared and issued 
in the past by the Office of the Comptroller, Internal Security Affairs, De- 
partment of State. Accordingly, the following statistics, extracted from the 
latest of such reports received by this Group (Status Report, Mutual Defense 
Assistance, Appropriations by Service and Category, Fiscal Year 1951 Appro- 
priations, as of August 1951) are furnished in response to those questions: 

(a) The amount appropriated for Mutual Aid to NATO for the fiscal year 1951 
was $4,413,710.893. 

(b) The amount of appropriated funds which had been expended as of August 
31, 1951 was: $302,620,180.52 and the balance remaining was: $4,111,090.712 (it 
should be noted, however, that $3,648,515,079 of this sum has been obligated and 
is no longer available). 

3. With regard to your third question, this group has been unable to determine 
With aceuraey what portion of the appropriated funds could properly be said 
to have been allocated to “overhead” and is, therefore, unable to furnish you with 
a figure representing such amount. However, the following amounts are shown 
in the report as having been allocated to categories other than Matériel, Training 
and Additional Mail Prod. 





| Amountof | Amount ex- 
Category | approved | pended as of 


program } Aug. 31, 1951 


Administration and operating expenses ! SS $30, 896, 009 $23, 619, 912. 22 
Packing, crating, hauling 4 : [laa & 34, 824, 743 13, 317, 406. 23 
Inland transportation : yi = 3 eee Oe 21, 372, 584 10, 285, O89. 23 
Ocean transportation 33, 124, 250 14, 024, 831. 96 





1 Includes as per appropriation Administration in non-N ATO areas, 


4. In view of the fact that the figures given in paragraph 2, above, are no 
longer current, and since this Group does not have available the information 
necessary accurately to answer your query concerning “overhead” funds, it is 
suggested that your Committee obtain in Washington more complete and current 
information on this entire subject. It is believed that the Director, Office of 
Military Assistance, Office of the Secretary of Defense, would be able to give 


proper attention to such an inquiry. 
A. FRANKLIN KIBLER, 


Major General, United States Army, Director. 
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LONDON, ENGLAND—EXHIBIT 5 


HEADQUARTERS, THIRD AIR FORCE, 
APO 125, CARE OF PoSTMASTER, New York, N. Y., 
28 Dec. 1951. 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee of the House of Representatives 
for Expenditures in the Executive Department, 
Flouse Office Building, Washington, D.C. 

DEAR Mr. Bonner: Forwarded herewith for your information, and in accord- 
ance with your verbal request, are photostatic copies of unclassified charts which 
were exhibited to your Committee during its recent visit to the United Kingdom. 

Sincerely, 
B. L. Riaes, 
Colonel, USAF, 
Chief of Staff. 
7 Incls.: 
1. Orgn. JCS Chart 
2. Log. Responsibilities Cht 
Supply in UK Chart 
Pipeline Time fr ZI on Routine Reqn Chart 
Metal Salvage Chart 
38AF Salv Stats Chart 
. Proc in the UK for the3AF Chart * 


SUR ge 


“1m 


SUPPLY IN THE UNITED KINGDOM 


1. Under the provisions of the Joint Army-Air Force agreement of 10 January 
1950 as implemented by Air Force regulation 67-59, dated 15 March 1951, the 
supply responsibility for the United Kingdom rests with the Air Force. There- 
fore, when we speak of supply in the United Kingdom, we are speaking of an 
Air Force operated and controlled supply system. This fact has influenced the 
formation of what we have and is influencing that for which we are planning. 

2. Supplies and equipment entering our supply system come from several 
sources. This schematic drawing indicates the sources of property going into 
stock at the base depot located at Burtonwood-Sealand. All supplies flow into 
the base -depot in the manner depicted here except petroleum products, solid 
fuels, :nd ammunition. The excepted items will be discussed liter. 

3. The bulk of the supplies and equipment for the United Kingdom are requi- 
sitioned from, and subsequently received from, the Middletown Air Matériel 
Area Depot, Pa. These supplies include all Air Force-procured items and 
Army-procured items for which the Air Force has assumed bulk storage and 
depot maintenance responsibility. These Army-procured items have been in- 
tegrated into the Air Force system by means of the S—00 cross-reference indexes 
und have lost their technical service identity as far as our UK supply system 
is concerned. 

4. We also requisition on the overseas supply division at the New York Port 
of Embarkation. From this source we obtain all Army-purchased property ex- 
cept that appearing in the S—00O cross-reference indexes which, as mentioned 
earlier, come from Middletown. 

5. As is the case with all depots, the United Kingdom base depot obtains some 
property to meet theater obligations by means of local purchase and local manu- 
facture. The extent of local purchase and manufacturing will be discussed 9 
little later. 

6. Another source for required property utilized by our base depot is the air 
depot located at Erding, Germany. By a bilateral agreement each of these depots 
issues to the other when a need arises. 

7. These sources that have been mentioned are common supplies and are in 
no way peculiar to the supply operation of the Third Air Force. Other depots in 
other theaters use the same sources and for that reason they have not been dis- 
cussed at any great length. For a complete understanding of the logistics pic- 
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Provide LOGISTIC SUPPORT TO ALL USAF UNITS INCLUDING SAC UNITS IN 
HE UK.. 


SECURE AND MAINTAIN STRATEGK RESERVE EQUIPMENT AND SUPPLY STOCKS IN 
SUPPORT OF EWP. 


INITIATE, SUPPORT AND DIRECT CURRENT BASE DEVELOPMENT PROGRAM. 
PLAN AND EXERCISE CONTROL OVER DEPOT COMPLEX INCLUDING BASE AND ADVANCE 
a" AVIATION FUEL DEPOTS, AMMUNITION DEPOTS AND RATION DISTRIBUTION 


SUPPORT OF US ARMY UNITS IN THE UK. 


EFFECT LIRISON AND PLANNING MISSION FOR USAF WITH BRITISH GOVERNMENT , US AND 
ALLIED GOVERNMENTAL AND MILITARY AGENCIES IN THE UK ON LOGISTIC MATTERS. 
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ture here in England, the Royal Air Force must be discussed as a source of supply. 
As the fact that we are somewhat dependent on a foreign service is unusual, 
some background information may be of help. 

8. Upon activation of USAF units in the United Kingdom, an agreement was 
reached with the Air Ministry on the terms of occupancy of certain RAF instal- 
lations, among its other provisions, this agreement obligated the RAF to furnish 
the items of supply and equipment necessary for housekeeping, administration, 
sanitation, messing, etc. This concept coupled with the relatively small size of 
the USAF in Great Britain precluded the procurement agencies in the States 
from contracting for equipment for the support of the units located here. With 
the enlargement of the USAF mission in the United Kingdom and the subsequent 
build-up of our forces and the comparable expansion of the RAF, it was necessary 
to change this concept as the British Government was no longer able to provide 
the required equipment in the necessary quantities. It was then that our needs 
were made known to the ZI sources of supply. Due to the lead time in procure- 
ment we have yet to replace all RAF equipment with USAF equivalents. How- 
ever, that replacement program is our plan and is slowly being carried out. 

9. Today we receive property from the RAF in 5 ways— 

(a) First, we buy through them. By this we mean that the Air Ministry acts 
as our agent in local purchasing in order that we may take advantage of any price 
reduction to which the British Government is entitled. An example of this is the 
method of procurement of industrial glass. 

(b) Second, we rent from them. On certain items we pay a fixed fee for the 
utilization of RAF-owned equipment. An example of this is the procedure 
whereby we use certain British vehicles for so much a mile. For instance, the 
OSI would be far too conspicuous in American automobiles, so British cars are 
used. 

(c) Third, some items normally procured by USAF agencies are furnished 
here as part of the per capita charge An example of this is coal, coke, or 
kerosene used for heating. 

(d@) Fourth, we borrow from the RAF. If items are required by us and we 
cannot furnish from stock, the Air Ministry makes them temporarily available 
to us. For instance, should arriving personnel require more bedding than the 
base depot can supply, we borrow the additional bedding from the nearest RAF 
equipment depot. 

(e) The last method we use in the procurement of RAF property is the so- 
ealled no-cost method. In this, the British Government agreed that property 
left by departing American forces at the conclusion of the last war could be 
turned over to us at no charg By the exercise of this agreement we have 
received $22,000,000 worth of ammunition and approximately $125,000 worth 
of automotive spares for which there was no charge. 

10. Before going on, it must be emphasized that we are procuring progressively 
less from the RAF due to the fact that the British need their own material to 
support their own forces. 

11. At base level, the source of supply here in the United Kingdom is mneh 
like that in ZI supply echelons. The exception is the utilization of the RAF 
which has already been discussed. 

12 Moving on from our sources of supply, we come to the agencies we are 
serving. These include the SAC rotating bomb groups, as well as Seventh Air 
Division permanently assigned personnel, all units of the Third Air Force, includ- 
ing the construction engineers and the United States Army units in Great 
Britain. We are responsible for the supplies and equipment being used in the 
standardization program; from United Kingdom excesses we ship to MDAP 
countries; we serve all USAFE detachments; we support certain intelligence 
agencies: we stock and issue subsistence to navy vessels; we support the air 
sections of the various MAAGS. The Third Air Force is also logistically re- 
sponsible for MATS here in Great Britain. In the near future, in addition to 
the other support mission, this command will be responsible for the support of 
the Northern Headquarters, NATO, located at Oslo, Norway. 


SALES OF FERROUS AND NONFERROUS METAL 


1. This chart indicates the amount of ferrous and nonferrous material gener- 
ated, moneys received, and amounts presently on hand. 
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2. Critical materials consist of A/C and vehicle batteries (lead) and stainless 
steel which includes high temperature jet alloys. These materials are disposed 
of in accordance with instructions issued by headquarters AMC. 

3. The amount of this type material sold, moneys collected, and firms making 
purchase, are indicated below: 


Ferrous (Ties sn 55k Se ae. ht Bee i, $38, 043. 46 
Nonfernows COR mi i et mdens crete leew. 7, 483. 10 


(For a breakdown of firms making purchases, see attached sheet.) 


Following companies bought the materials listed: 


Pounds | Amount 
! 








FERROUS | 
Iron and steel: | 
B. G. Plant, Lad__..... OE a em ; awieeete 99, 597 | $937. 34 
Cox & Danks aes Aa RO IRE BEF hiliokes F een! 136, 736 | 1, 149. 87 
J. Welsby & Son_____- i : : 149, 244 | 575.11 
DAMN, CI ss ER ee ‘ saance’ 57, 800 | 381. 14 
PII i a a 443, 377 | 3, 043. 46 
NONFERROUS 7. he —" a 
Lead: | | 
W. Ashton, Ltd ~* Saco ae ae ee . sea 55, 975 | 1 4, 640, 73 
Do = = a4 = . rid tae et 457 | 337.89 
International Refinery Co-___- en Oe ee ah SS ees 4, 008 | ! 451.3 
RR SES Cs Dae ee ae ae Sica Gand ethan nr ceaatialea ied 60, 440 | 5, 130. 01 
Aluminum: eS matics GE 
Maytank Metals, Ltd NSA RD Oe Oe el a ae ee 10, 528 | 841, 44 
Alumase, Ltd : 


CDE eee ee renee NNR oy See eA MRM TM Sn eS 15, 528 | 1, 121.00 


(| ewe 





Break: Miayheank Dietete. Bie oe i ce eaneawaa 
Copper: Maybank Metals, Ltd 





Total, nonferrous 








! Lead batteries. 
2 Lead. J 


TONNAGE OF SALVAGE GENERATED IN UNITED KINGDOM 
Descriptive comment 

1. A general increase in tonnage generated per month is noted due to expansion 
of the Third Air Force. 

2. Exceptions to this trend are March, June, and September. Normal genera- 
tion of salvage materials does not depend entirely on personnel assigned, but is 
influenced by sudden influxes of items such as aluminum, aircraft oil, iron and 
steel, scrap lumber, and scrap rubber. 

8. During the first 10 months of 1951, a total of 2,665 tons were generated. 


Generation of salvage materials by types from January 1951 through October 
1951 

1. This chart indicates generation of each type of property. Figures repre- 
sent a total of 2,762 short tons (2,000 pounds) of material generated in the 
United Kingdom since January 1951. 

» Critical materials generated are composed of aircraft and motor vehicles 
batteries (lead) and stainless steel including high temperature jet engine alloys. 
Of the 42 tons shown, 3,000 pounds are stainless steel. These items are not sold 
in the United Kingdom but are reported and held pending receipt of disposition 
instructions from the AMC. 

3. As of September 30, 1951, approximately 215 tons of salable materials were 
on hand in salvage yards in the United Kingdom. This figure does not include 
contract item such as garbage, paper, scrap wood, ete., as these items are 
collected daily or weekly and are not accumulated. 
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SALES OF SALVAGE GENERATED IN THE UNITED KINGDOM 


Descriptive comment 

1. Sales during January and February were unusually low. However, only a 
small number of installations were active during that period. 

2. Sales of salvage were temporarily suspended during the month of April 
as a direct result of a complaint registered by His Majesty’s customs and excise 
officials, in that certain items sold were subject to import duty and/or purchase 
tax. Sales indicated for the period may through October represent contract 
sale items, such as garbage, paper, cardboard, ete. 

3. No firm relation exists between tonnage sold and moneys collected, in that 
materials, such as metal and rubber, have a greater value than contract materials, 
such as garbage, paper, wood, ete. 


PROPERTY DISPOSAL WITHIN THE UNITED KINGDOM 


1. Salvage operations within the United Kingdom are patterned after AF 
manual 67-1. At present 11 major disposal yards are operational on which an 
additional 23 bases have been satellited. Future plans provide for activation of 
10 additional major yards and 17 satellite bases. 

2. Approximately 60 days ago, sales of salvage were temporarily suspended as 
a result of complaints registered by His Majesty’s customs and excise depart- 
ment. Complaints indicated that certain materials sold were subject to import 
duty and/or purchase tax. This headquarters is presently negotiating with His 
Majesty’s customs and excise to effect resumption of sales. In this respect, the 
following plan has been proposed to above-referenced departments : 

(a) When materials are to be offered for sale at a USAF base, the disposal 
officer concerned would contact a local representative of His Majesty’s and excise 
officially designated and invested with authority to approve or disapprove the 
proposed sale. This representative will be given an opportunity to inspect all 
materials to be offered for sale, in order to ascertain if any or all of said materials 
would be subject to purchase tax and/or import duties. At the time of inspec- 
tion, a detailed list of items would be furnished to His Majesty’s customs and 
excise. To facilitate inspection, all materials will be segregated in accordance 
with standard British classification (copy attached). 

(b) At the time of initial classification, items considered by Air Force property 
disposal officers as likely to be subject to duty, will be further segregated until 
inspection is completed by His Majesty’s customs representative. Materials not 
considered subject to duties or tax will be offered for sale. Those subject to 
duties will be transferred to a central collecting point located at RAF station 
Burtonwood, where they will remain intact until such time as authority is 
granted for the sale, or disposation instructions are received from higher 
headquarters. 


PROCUREMENT IN THE UNITED KINGDOM 


1. The main chart represents the total dollar value of local procurement in 
the United Kingdom by the Third Air Force since January 1 to October 31, 1951. 

2. The red line represents the over-all volume of business. 

3. The blue line represents that portion of over-all expenditures that are classi- 
fied as small business (1. E. companies employing less than 500). 

4. Major types of items purchased are as follows: 

(a) Supplies—Subsistence items, spare parts, petroleum products, expendable 
office furniture and supplies, photographic equipment, buses, bedding, medical 
supplies. 

(6) Services—Handling of government-ewned petrol products, maintenance of 
aircraft, automotive equipment, office machines, installed property, utilities, 
custodial, printing and architect engineer services, transportation of supplies, 
hire of vehicles, movement of household goods, laundry, tailoring. 

5. AS a result of the rapid expansion of the United States forces in the United 
Kingdom and also because of the implementation of the off-shore procurement 
program, it is expected that the total expenditure through local purchase for the 
period beginning January 1, 1952, and ending December 31, 1952, will be 


£11,500,000, 
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London, England—Exhibit 6 


Erplanatory Note.—In connection with presentation on behaif of Ambassador 
Spofford, November 28, 1951. 

Since the chart on regional United States interagency relationships was issued 
(October 1, 1951) there have been basic organizational changes, both in the 
United States organization and NATO. On January 15, 1952, Ambassador Wil- 
liam H. Draper, Jr., was appointed United States Special Representative in 
Europe. Ambassador Draper became the senior United States civilian repre- 
sentative in Europe, responsible both for North Atlantic Treaty and Mutual 
Security Program matters. He was designated to represent the United States 
Government as a whole and is responsible to the President of the United States, 

At the Lisbon meeting in February 1952 the North Atlantic Council agreed on 
the reorganization of NATO. The reorganization called for the elimination of 
the Council of Deputies, along with the Defense Production Board and the 
Finance and Economic Board, and the establishment of the North Atlantic Council 
in Permanent Session. In-between meetings of the Council attended by Cabinet 
Ministers, the Council will meet in regular session attended by Permanent Rep- 
resentatives from each country, representing their governments as a whole. 

Ambassador Draper is United States Permanent Representative and Ambas- 
sador Frederick L. Anderson is the Deputy United States Representative. To 
assist Ambassador Draper on NATO matters, Ambassador Livingston T. Mer- 
chant has been designated by the President as alternate United States Permanent 
Representative on the North Atlantic Council. 

With the designation of Ambassador Draper as United States Special Repre- 
sentative, the goal has been achieved of consolidating in a single United States 
official responsibility in Europe for coordinating United States participation in 
the North Atlantic Council and the Mutual Security Program. In seeing that 
United States activities in these fields are effectively integrated and adminis- 
tered, Ambassador Draper will represent the President. the Secretaries of State 
and Defense, the Director of Mutual Security and the Mutual Security Agency. 
The Special Representative exercises general supervision over the European 
activities of the Mutual Security Agency. He acts for the Director of Mutual 
Security by providing on a regional basis coordinated continuous supervision and 
general direction of the Mutual Security Program in Europe. He acts for the 
Secretary of State in Europe in dealing multilaterally with NATO policy matters 
and the political aspects of the Treaty. He acts for the Secretary of Defense in 
Europe in relation to NATO and Mutual Security Program matters. The Dep- 
uty’s special representative is the general deputy, serving as Acting Special Rep- 
resentative during the absence or disability of the Special Representative. The 
deputies for political, economic, and defense matters serve as advisers to the 
Special Representative and also as operating heads of the three functional ele- 
ments of the organization. The Deputy for Political Affairs, Ambassador Mer 
chant, is the adviser to the Special Representative in the area of political affairs 
and foreign policy, serving as alternate permanent representative on the North 
Atlantic Council. The Deputy for Economic Affairs, Minister Paul R. Porter, is 
the adviser on economic matters. He serves ns the alternate to the United States 
Representative on the OEEC and other international economic bodies. The 
Deputy for Defense Affairs, Minister Daniel K. Edwards, is the adviser on de- 
fense matters. Within the area of the Specinl Representative’s responsibilities, 
he is responsible for the military assistance and military procurement aspects of 
the Mutnal Security Program, for the military aspects of defense production, and 
for coordination with all United States and international military agencies. 


LONDON, ENGLAND—EXHIRBIT 7 
MINISTRY OF MATERIALS 


Presented by the Prime Minister to Parliament by Command of His Majesty 
ith June 1951 


(London, His Majesty’s Stationery Office) 


1. The Prime Minister recently announced that it had been decided to set up a 
new Department under the Lord Privy Seal to deal with raw materials and 
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that a Bill for this purpose would be laid before Parliament. This memorandum 
describes the functions which it is proposed to assign to the Lord Privy Seal, 
and explains the Ministry of Materials Bill and the proposed Orders in Council 
under the Ministers of the Crown (Transfer of Functions) Act, 1946, and the 
Supplies and Services (Transitional Powers) Act, 1945, as extended, from which 
the necessary statutory powers will be derived. 


Duties of the Minister 

2. It will be the duty of the Minister of Materials to do everything possible to 
ensure adequate supplies of the materials with which he is concerned. Where 
they are dealt with on public account, he will be responsible for their purchase 
and sale. Where appropriate, he will take steps to increase the production of 
materials of which supplies are or may become inadequate, to promote their 
economical use, salvage and recovery, and to develop the production and use of 
substitutes. 

3. The broad principle which has been followed in assigning materials to the 
Minister has been that, unless in a particular instance the public interests would 
be better served by some other arrangement, he should be responsible for raw 
materials up to the point at which they enter into manufacturing industry. 
But clearly no hard and fast rule can be laid down, and it has been necessary 
to consider each case individually and to decide what arrangement would be 
most advantageous in all the circumstances, including in particular the structure 
of the industry concerned. This explains why with different commodities the 
line has been drawn at different stages of processing, and why in some cases it 
has been decided that the Board of Trade and the Ministry of Supply shall retain 
their present responsibilities. 

The Minister's Responsibilities for Particular Materials 

4. The following paragraphs summarise the arrangements which the Govern- 
ment propose for the different categories of materials affected by the re-alloca- 
tion of functions. 


Metals 

5. The Minister of Materials will take over the responsibilities of the Minister 
of Supply for the supply-of non-ferrous and light metals in unwrought forms 
(including ores and concentrates) except as mentioned below. As far as iron 
and steel are concerned, the Government have come to the conclusion that the 
only satisfactory arrangement is that one department shall be responsible for 
the industry as a whole, and that any attempt to distinguish between the basic 
raw materials and iron and steel at different stages of fabrication would be 
artificial and cause serious inconvenience. The Government, therefore, consider 
that in present circumstances the best course is for the Minister of Supply to 
remain responsible for the iron and steel industry as a whole. The Ministry of 
Supply will also retain the responsibilities for manganese ore (except oxide) 
and ferro-manganese, which, like iron ore and scrap, are raw materials of the 
iron and steel industry, and for ferro-alloys generally, and other derivatives of 
tungsten and molybdenum. The Minister of Supply will also retain the responsi- 
bility for the non-ferrous and light metal fabricating industries. 


Chemicals 

6. The Minister will take over the responsibilities of the Board of Trade for 
the basic raw materials of the chemical industry, but the Board of Trade will 
continue to deal with the chemical industry generally, the products of which are 
in the main produced by complex manufacturing processes. Responsibility for 
sulphurie acid and fertilisers will, however, be transferred. In these cases the 
connection between the raw material and the product is so close that they 
should be handled along with the materials from which they are produced. 

7. Under these arrangements the Minister will be responsible for sulphur, 
sulphur-bearing materials and sulphurie acid; fertilisers; and a wide variety 
of basic materials for the chemical industry including salt, barytes and witherite, 
bromine, calcium carbide, glycerine, molasses, phosphate rock, potash salts, 
mercury, arsenic, iodine, boron minerals and bismuth. 


Leather 
8S. The Minister will be responsible fer hides and skins, leather and tanning 
materials. 
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Paper 

9. There is no entirely satisfactory line of demarcation between wood pulp 
and other paper-making materials and the finished products of the industry. 
and the Government have decided that the balance of advantage lies with 
transferring to the Minister the responsibilities of the Board of Trade for pulp 
(including dissolving pulp), other paper-making materials, paper and board and 
paper and board products. 


Rubber, ete. 
10. The Minister will be responsible for natural and synthetic rubber and 
carbon black. 


Cotton and Wool 

11. Responsibility for policy and other questions relating to the procurement 
of raw cotton and raw wool and other animal fibres such as cashmere, will be 
transferred to the Minister. The powers of the Board of Trade under the Cotton 
(Centralised Buying) Act, 1947, will in general be transferred to the Minister, 
but so far as they relate to the appointment of the Raw Cotton Commission 
and the making available of raw cotton to users they will be exercised jointly 
by the Minister and the Board of Trade. Provision is made in the draft Transfer 
of Functions Order accordingly. In the case of wool, acquisition and merchant- 
ing are not in the hands of a statutory body but the division of responsibility 
between the Board of Trade and the Minister for the policy and other questions 
which arise will follow the same principles. The Minister and the Board of 
Trade will exercise their particular functions in regard to these materials in 
close co-operation with each other; there will also be the fullest consultation 
at all times with the cotton and wool industries. The Board of Trade as the 
appropriate production department will retain their responsibilities for all 
matters affecting the later stages of the cotton and wool industries beginning 
with the distribution of the raw material. They will also remain responsible 
for all matters concerning the production of rayon and other synthetic fibres 
since this is a manufacturing process. 

12. The Government attach the highest importance to securing the closest 
and most effective liaison between the Minister, the Board of Trade and the 
textile industries generally on raw material policy. To this end, the Textile 
Fibres Advisory Committee, which was set up to advise on all questions of im- 
portance affecting the supply of materials for the textile industries, will continue 
in being under the chairmanship of the Parliamentary Secretary to the Board 
of Trade, but its membership (which includes representatives of all the main 
sections of the textile industries) will be increased by the addition of a senior 
representative of the Ministry of Materials. 


Jute and Jute Goods 

13. The structure of the jute industry makes it inadvisable to divide the 
responsibility for raw jute and jute goods as a whole, and the Minister will be 
responsible for jute goods generally in addition to raw jute and jute yarn. 


Other teztiles 
-14. The Minister will be responsible for raw silk (including silk noils and silk 
waste), flax, soft and hard hemps and similar fibres, coir and kapok. 


Timber 

15. The Minister will be responsible for softwood, hardwood, pitwood, and 
also for plywood and veneers, which, though processed, cannot conveniently 
be dealt with separately. 


Other materials 
16. The Minister will take over from the Board of Trade and Ministry of Sup- 

ply the responsibility for a wide variety of other materials. The following are 
the chief categories :— 

Rosin, turpentine, pine oil, pine tar, etc. 

Drying oils, e. g., tung oil. 

Gums and resins. 

Waxes, natural and synthetic. 

Brush making fibres. 

Hair and bristles. 

Minerals, e. g., graphite, mica, asbestos, ilmenite. 


=) 
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Precious metals, e. g., platinum. 
Bones and gluestock. 
Materials for pesticides, e. g., pyrethrum, rotenone. 
Abrasives and refractories. 
The Board of Trade will remain responsible for china clay, diamonds, and 
tobacco. 


Distribution ' 

17. Responsibility for the operation of distribution schemes for materials 
which are scarce must depend on such factors as the extent of the shortage, 
the point in the chain of production at which control is exercised, and generally 
on any special circumstances associated with each individual material and 
its end uses. The general principle will, however, be that the broad allocations 
of materials among the various classes of users will be decided through the 
inter-Departmental arrangements which have existed for the purpose since 
1939, and for which the Chancellor of the Exchequer is responsible as part of 
his function of co-ordinating economic policy, since the broad allocation of scarce 
materials is a decisive factor in determining the shape of the economy. Where 
it is necessary to make detailed allocations to individual firms within these 
broad allocations they will be determined by, or on the advise of, the Departments 
concerned with the particular uses, since it is there Departments which have 
the knowledge of the importance and nature of the activities of individual 
firms on the basis of which these detailed allocations should be determined. In 
respect of the materials for which the Minister of Materials is responsible, it 
will be for the Ministry to initiate schemes for effective allocation and to see 
that they are honoured. 


Statutory Powers 

18. The Minister of Materials will derive the statutory powers necessary for 
the exercise of his functions from the Ministry of Materials Bill, an Order in 
Council under the Ministers of the Crown (Transfer of Functions) Act, 1946, and 
an Order in Council amending the Defense (General) Regulations. Drafts of the 
proposed Orders in Council are annexed. 

19. The Bill provides for the appointment of a Minister of Materials and 
the exercise by him of such functions relating to raw and other materials as may 
be transferred or assigned to him. It also adds him as a Minister competent to 
act under Section 1 of the Statistics of Trade Act, 1947 (which enables certain 
Ministers to obtain statistical information from a person carrying on an under- 
taking), the Industrial Organisation and Development Act, 1947 (which provides 
for the establishment of Development Councils and related matters), and Sec- 
tion 10 of the Monopolies and Restrictive Practices (Inquiry and Control) Act 
1948 (which empowers certain Ministers to make orders where the Monopolies 
and Restrictive Practices Commission have made a report). 

20. The Order in Council under the Ministers of the Crown (Transfer of 
Functions) Act, 1946, will transfer to the Minister (a) the powers of the 
Minister of Supply under Section 2 of the Ministry of Supply Act, 1939, as 
amended by the Supplies and Services (Transitional Powers) Act, 1945, and the 
Supplies and Services (Defence Purposes) Act, 1951, to manufacture and trade 
in the metals and other materials set out in the First Schedule to the Order; 
(bd) similar powers of the Board of Trade, transferred to the Board from the 
Minister of Supply in 1946, in relation to the materials set out in the Second 
Schedule; (c) the powers of the Ministry of Supply relating to: payments for 
creation of reserves, under Section 5 of the Ministry of Supply Act, 1939, as far 
as the tranferred commodities are concerned; and (d) except in the respects 
mentioned in paragraph 11 above, the functions of the Board of Trade under the 
Cotton (Centralised Buying) Act, 1947, which set up the Raw Cotton Com- 
mission for centralised buying, selling, and distribution of raw cotton. This 
Order in Council will also make available to him, for the purposes of his func- 
tions, the powers relating to the acquisition of land which are exercisable by 
the Minister of Supply and the Board of Trade. 

21. The second Order in Council will amend the Deferfse (General) Regula- 
tions by adding the Minister as a competent authority for certain Regulations in 
Parts IV and V. The main Regulations are— 

D.R. 55 (General control of industry) ; 

D.R. 55aa (Keeping of books, making of returns, entry and inspection) ; 
D.R. 55aB (Price control) ; and 

D.R. 51 and 53 (Requisition of land and chattels). 








1392 FEDERAL SUPPLY MANAGEMENT 


Financial Arrangements 

22. Estimates will be laid before Parliament in due course with a view to the 
new Department functioning as soon as possible after the Bill becomes law. The 
existing Estimates of the Board of Trade and the Ministry of Supply will be 





revised. 
ANNEX I. DRAFT 
The Transfer of Functions (Various Materials) Order, 1951 
Made - - - - , 1951 
Laid before Parliament , 1951 
Coming into Operation , 1951 
At the Court at Buckingham Palace, the day of , 1951 


Present : The King’s Most Excellent Majesty in Council 

His Majesty, in pursuance of the Ministers of the Crown (Transfer of Funce- 
tions) Act, 1946*, is pleased, by and with the advice of His Privy Council, to 
order, and it is hereby ordered as follows :— 

1.—(1) This Order may be cited as the Transfer of Functions (Various 
Materials) Order, 1951. 

(2) The Interpretation Act, 1889,” applies for the interpretation of this Order 
as it applies for the interpretation of an Act of Parliament. 

(3) This Order shall come into operation on the day of , hineteen 
hundred and fifty-one. 

There are hereby transferred to the Minister of Materials— 


(a) the functions of the Minister of Supply under section two of the Ministry 
of Supply Act, 1939, as amended by any subsequent enactment, in rela- 
tion to articles of any description falling within the First Schedule to this 
Order ; 

(0) the functions of the Minister of Supply under section four of the said 
Act of 1989, as amended by any subsequent enactment, in relation to arti- 
cles of any description falling within the First or Second Schedule to this 
Order ; 

(c) the functions transferred to the Board of Trade by the Transfer of 
Functions (Various Commodities) Order, 1946," in relation to articles 
of any description falling within the Second Schedule to this Order: 


Provided that this Article shall not transfer any of the said functions of the 
Minister of Supply— 


(i) in so far as they are exercisable in relation to articles required for use 
by any government department or by the armed forces of the Crown, or 
(ii) in so far as their exercise is ancillary only to the exercise of the func- 
tions of the Minister of Supply under section two of the said Act of 1939, as 

amended as aforesaid, which are retained by him, 


or any functions conferred on the Minister of Supply by subsection (1) of section 
six of the Supplies and Services (Transitional Powers) Act, 1945,° for securing 
the orderly disposal of surplus material. 

3.—(1) Subject to the provisions of the next following paragraph, there are 
hereby transferred to the Minister of Materials the functions of the Board of 
Trade under the Cotton (Centralised Buying) Act, 1947.‘ 

(2) The following functions under the said Act of 1947 shail be functions of 
the Board of Trade and the Minister of Materials acting jointly, that is to say :— 

(a) the functions heretofore exercisable by the Board under sections five and 
six of that Act (which relate to the constitution of the Raw Cotton Com- 
mission) ; 

(b) the giving of directions under subsection (1) of section seven of that Act 
so far as such directions may be given with respect to the rendering avail- 
able of raw cotton to users thereof ; 

(c) the making, variation or revocation of regulations under section twenty- 
two of that Act, (which provides for empowering the said Commission to 
obtain information). 


ee 


9 & 10 Geo. 6. ¢. 31. 

52 & 53 Vict. ¢. 63. 

¢2 & 8 Geo. 6. c. 38. 

es. R. & O. 1946 No. 378. 
© 9 & 10 Geo. 6. ¢. 10. 

£10 & 11 Geo. 6. c. 26. 


4 
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4.—(1) Any enactment in force immediately before the coming into opera- 
tion of this Order relating to the acquisition of land by the Minister of Supply or 
the Board of Trade under the Defence Acts shall with the necessary modifications 
apply, for the purposes only of the functions transferred to the Minister of Mate- 
rials by this Order, to the acquisition of land by the last-mentioned Minister. 

In this paragraph the expression “Defence Acts” means any of the provisions 
of the Defence Acts, 1842 to 1935, as amended, extended or applied by or under 
any enactment, and includes the provisions of section seven of the Land Clauses 
Consolidation Acts Amendment Act, 1860,5 and of section seven of the Militia 
(Lands and Buildings) Act, 1873." 

(2) There are hereby transferred to the Minister of Materials all property 
and rights held or enjoyed by the Minister of Supply or the Board of Trade im- 
mediately before the coming into operation of this Order in connection with 
any of the functions thereby transferred to the Minister of Materials, and all 
liabilities then incumbent on the Minister of Supply and the Board of Trade 
in connection with any of those functions. 

(3) In the construction and for the purposes of any enactment (other than an 
enactment contained in the Ministers of the Crown Act, 1937,' order, regulation, 
judgment, decree, award, deed, contract, byelaw, certificate or other document 
made before the coming into operation of this Order, any reference to, or which is 
to be construed as a reference to, the Minister of Supply or his officers or depart- 
ment, or to the Board of Trade or the Board’s officers or department shall, so far 
only as may be necessary for the-wapose or in consequence of the transfer of 
functions effected by this Order, be construed as or, as the case may require, as 
including, a reference to the Minister of Materials or his officers or department. 

(4) The transfer of functions effected by this Order shall not prejudice the 
operation of any order, regulation, rule, appointment, direction, instruction, 
approval, requirement or authorisation made or given or other thing done by 
the Minister of Supply or the Board of Trade in relation to the functions trans- 
ferred by this Order and before the coming into operation thereof, but any such 
matter shall, if then in force, continue in force to the like extent and subject 
to the like provisions as if it had been duly made, given or done by the Minister 
of Materials, or, as the case may require, by the Board of Trade and the Minister 
of Materials acting jointly. 

(5) Anything commenced before the coming into operation of this Order by 
or under the authority of the Minister of Supply or the Board of Trade may, 
so far as it relates to any functions transferred to the Minister of Materials by 
this Order, be carried on or completed by or under the authority of the last- 
mentioned Minister. 

(6) Where at the coming into operation of this Order any legal proceeding 
is pending to which the Minister of Supply or the Board of Trade is a party and 
the proceeding has reference to any of the functions transferred to the Minister 
of Materials by this Order, the last-mentioned Minister shall be substituted in 
the proceedings for the Minister of Supply or the Board of Trade as the case 
may be, and the proceedings shall not abate by reason of the substitution. 

(7) Nothing in the foregoing provisions of this Article (other than para- 
graph (1) thereof) shall affect any estate or interest in land or any contract 


relating to the use of land. 


First ScHEDULE.—Materials in Respect of Which Functions Are Transferred to 
the Minister of Materials from the Minister of Supply 


1. The following metals (other than metal recovered from scrap) and, unless 
otherwise stated, the ores and concentrates of the metals and residues contain- 
ing them :-— 


Aluminium. Manganese (as metal or dioxide 
Antimony. only ). 

Arsenic. Nickel. 

Beryllium. Niobium (Colombium). 
Cadmium. Silicon (as metal only). 
Chromium. Tantalum, 

Cobalt. Tin. 

Copper. Titanium (as metal only). 
Lead. Zine. 

Magnesium. 


£23 & 24 Vict. c. 106. 
» 36 & 37 Vict. c. 68. 
!1 Edw. 8. and 1 Geo. 6. ¢. 38. 
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to 


Molybdenum. 
Tungsten. 


Ot mm CO 


. The following materials :— 
Aluminium oxide. 
Sodium-aluminium fluoride. 
Cobalt oxide. 

Cryolite. 
F luorspar. 
Magnesium oxide. 


. Abrasives in raw or manufactured form. 
. Refractories and refractory materials. 


. Ores and concentrates of, and residues containing :— 


Vanadium. 


Magnesium carbonate. 
Nickel oxide. 

Quartz crystals. 
Vanadium oxide. 
Iron powder. 
Bentolite. 


Srconp ScHEDULE.—Materials in Respect of Which Functions Are Transferred 
to the Minister of Materials From the Board of Trade 


CHEMICALS. 
Ammonium Nitrate. 
Ammonium Phosphate. 
Ammonium Sulphate. 
Barytes. 
Basic Slag. 
Bromine. 
Calcium Carbide. 
Ground Phosphate. 
Iodine. 
Molasses, 


LEATHER, ETC. 
Hides. 
Leather. 


RUBBER, ETC. 
Balata. 
Carbon Black. 
Gutta Percha. 
Latex (natural and synthetic 
latices). 


TEXTILES AND FIBRES. 
Coir fibre. 
Cotton. 

Cotton, linters. 
Flax. 

Flax, seed. 
Hemp. 

Hemp seed. 
Jute. 


PAPER, ETC. 
3oard. 


Fibrous paper-making materials. 


TIMBER. 
,oxboards. 
Growing Trees, for felling. 
Plywood. 


Muriate of Potash. 
Nitrate of Potash. 
Nitrate of Soda. 
Phosphate Rock. 
Pyrites. 

Silico Phosphate. 
Sulphate of Potash. 
Sulphur. 

Sulphuric Acid. 
Superphosphate of Lime. 
Triple Superphosphate of Lime. 


Skins. 
Tanning materials. 


Rubber, natural. 
Rubber, synthetic. 
Rubber, reclaimed. 
Rubber, waste. 


Jute bags. 
Jute cloth. 
Jute yarn. 
Kapok. 
Silk. 

Silk noils. 
Silk waste 
Wool. 


Paper. 


Timber. 
Veneer. 
Wood Charcoal. 
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MISCELLANEOUS. 


Beeswax. 

Bristles. 

Casein. 

Cork. 

Derris, and other Rotenone-con- 
taining materials. 

Diatomite. 

Gall Nuts, 

Graphite. 

Gum Arabic. 

Gum Copal. 

Gum locust bean. 

Hair, horse. 

Hoofs. 

Horns. 

Mercury. 

Mica. 

Oiticicea Oil. 

Pine Oil. 
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Pine Pitch. 

Pine Tar. 

Pine Tar Oil. 
Platinum. 
Pyrethrum. 

Pyrophyliite. 

Red Squill. 
Rosin, Gum. 
Rosin, liquid. 
Rosin, wood. 
Rutile. 

Shellac. 

Tale, 

Tarene. 

Truline Binder. 
Tung Oil. 
Turpentine, Gum. 
Turpentine, Wood. 
Woodpulp. 


ANNEX II—DRAFT 


The Defense Regulations (No. 4) Order, 1951 


1 Se SS CME | <a eee , 1951 
Laid before Parliament —_____--_---- , 1951 
Coming into Operation _.__------~_- , 1951 


At the Court at Buckingham Palace, the day of 

Present: The King’s Most Excellent Majesty in Council. 

His Majesty, in pursuance of section three of the Supplies and Services (Tran- 
sitional Powers) Act, 1945(*) (as extended by the Supplies and Services ( Ex- 
tended Purposes) Act, 1947(”), and the Supplies and Services (Defence Pur- 
poses) Act, 1951(°), and continued in force by the Supplies and Services (Con- 
tinuance) Order, 1950 (”)), and of all other powers enabling Him in that behalf, 
is pleased, by and with the advice of His Privy Council, to order, and it is hereby 
ordered, as follows: 

1. In paragraph (1) of Regulation forty-nine, paragraph (5) of Regulation 
fifty-five and paragraph (7) of Regulation fifty-five AB of the Defence (General) 
Regulations, 1989, after the words “Minister of Supply” there shall be inserted 
the words “the Minister of Materials’, and in paragraph (3) of Regulation fifty- 
three of those Regulations after the words ‘Minister of Supply’, wherever those 
words occur, there shall be inserted the words “or the Minister of Materials’. 
PP a This Order may be cited as the Defense Regulations (No. 4) Order, 

51. 


(2) This Order shall come into operation on the » 1961. 


day of 


LONDON, ENGLAND—EXHIBIT 8 


[14 & 15 Geo. 6, Ministry of Materials Act, 1951, Ch. 42] 
CHAPTER 42 
An Act to make provision for the appointment and functions of a Minister of 


Materials. 
{8rd July 1951.] 


Be it enacted by the King’s most Excellent Majesty, by and with the advice 
and consent of the Lords Spiritual and Temporal, and Commons, in this present 
Parliament assembled, and by the authority of the same, as follows :— 

1—(1) It shall be unlawful for His Majesty to appoint a Minister of Materials 
(in this Act referred to as “the Minister’) who (without prejudice to the exer- 


& . ¢. 55. 
& 15 Geo. 6. ¢. 25. 
. I. 1050 No, 1768. 
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cise by him of any other functions conferred on him) shall be charged with the 
exercise of such functions relating to raw and other materials as may be con- 
ferred on him. 

(2) Without prejudice to any other power to confer functions on the Minister, 
the enactments specified in the Schedule to this Act shall apply to the Minister 
as they apply to the Board of Trade or the Minister of Supply. 

(3) References in the foregoing provisions of this section to the conferring 
of functions shall be construed as references to— 

(a) the conferring of functions by Order in Council under the Ministers 
of the Crown (Transfer of Functions) Act, 1946, 

(b) the conferring of functions by or under any other enactment, and 

(c) the assigning (otherwise than in pursuance of an enactment) of 
functions such as are exercisable by a Minister of the Crown without powers 
conferred or authority given by or under an enactment. 

2. The Minister shall take the oath of allegiance and the official oath, and 
the Promissory Oaths Act, 1868, shall have effect as if the name of the Minister 
were included in the First Part of the Schedule to that Act. 

38.—(1) The Minister may appoint a Parliamentary Secretary, and such 
other secretaries, officers and servants as he may with the consent of the Treasury 
determine. 

(2) There shall be paid— 

(a) to the Minister, an annual salary not exceeding five thousand pounds ; 

(b) to any Parliamentary Secretary appointed by the Minister, and to 

and other secretaries, officers and servants appointed by the Minister, such 
salaries or remuneration as the Treasury may determine, 

and for the purposes of section six of the Ministers of the Crown Act, 1937 

(which makes provision against duplicate salaries) any salary payable under 

this subsection to the Minister or to any Parliamentary Secretary appointed 
by him shall be deemed to be a salary payable under that Act. 

(3) The salary of the Minister and his expenses (including any salaries or 
remuneration payable under paragraph (b) of the last foregoing subsection 
and any increase attributable to subsection (2) of section one of this Act in 
the sums payable out of moneys provided by Parliament under any of the Acts 
specified in the Schedule to this Act) shall be defrayed out of moneys so 
provided. 

4. A person holding office as Minister of Materials, or as Parliamentary 
Secretary to the Ministry, shall not thereby be rendered incapable of being 
elected as a member of the Commons House of Parliament, or of sitting or voting 
as such a member. 

5.—(1) The Minister shall for all purposes be a corporation sole, and shall 
have an official seal, which shall be authenticated by the signature of the 
Minister or of a secretary to the Ministry or of any person authorised by the 
Minister to act in that behalf. 

(2) The seal of the Minister shall be officially and judicially noticed, and 
every document purporting to be an instrument made or issued by the Minister 
and to be sealed with the seal of the Minister authenticated in the manner 
provided by this section, or to be signed by a secretary to the Ministry or any 
person authorised as aforesaid, shall be received in evidence and be deemed 
to be so made or issued without further proof, unless the contrary is shown. 

(3) A certificate signed by the Minister that any instrument purporting fo 
be made or issued by him was so made or issued shall be conclusive evidence of 
that fact. 

(4) The Documentary Evidence Act, 1868, shall apply to the Minister as if 
his name were included in the first column of the Schedule to that Act, and as 
if he or a secretary to the Ministry or any person authorised by him to act on his 
behalf were mentioned in the second column of that Schedule, and as if the 
regulations referred to in that Act included and document issued by the Minister. 

6. This Act may be cited as the Ministry of Materials Act, 1951. 


SCHEDULE 


Enactments Applied to Minister 


Section one of the Statistics of Trade Act, 1947 (which enables certain 
Ministers to obtain statistical information from a person carrying on an 
undertaking). 
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The Industrial Organisation and Development Act, 1947, except section ten 
thereof (which relates to the application of surplus moneys levied under the 
Defence (Encouragement of Exports) Regulations, 1940), section eleven thereof 
(which provides for grants to the Council of Industrial Design and to design 
centres) and section thirteen thereof (which makes provision for the exercise of 
the powers of the Board of Trade). 

Section ten oY the Monopolies and Restrictive Practices (Inquiry and Control) 
Act, 1948 (whieh empowers certain Ministers to make orders where the Monopo- 
lies and Restrictive Practices Commission have made a report). 


LONDON, ENGLAND—EXHIBIT 9 


BRITISH MINISTRY OF SUPPLY 


The British Ministry of Supply was organized August 1, 1939, to insure that 
procurement operations for the Army would receive top ministerial and civil 
service attention that they deserved, 

The Ministry’s original charter was to furnish warlike stores for the Army 
and to carry out associated research, development, and design, In consequence 
it took over all the powers of the War Office for the purchase and inspection of 
weapons and ammunition for the Army. The original charter or responsibility 
did not include nonwarlike stores such as food and forage, fuel and light, petrol 
and, lubricants, and medical supplies. From the beginning, however, the term 
“warlike” was interpreted very widely and included a number of articles as 
far removed from weapons as Army clothing 

By degrees, the Ministry enlarged its scope to include a number of so-called 
common stores, not only warlike stores common to the three armed services, but 
also articles used both by the armed forces and the civilian population. One 
of the most important of these common stores was medical equipment and 
supplies which the Ministry took over in their entirety. Other examples were 
motor vehicles, electrical appliances, cord and rope, and narrow fabrics. Before 
the end of the war, the Ministry of Supply was purchasing all tires for all 
purposes, both military and civilian. Requirements for civilian consumption, 
aircraft, vehicles and motorized weapons were received in the Ministry and 
allotments made from available production. Although the War Office continued 
its own construction service, the purchase of construction equipment and building 
materials was transferred to the Ministry of Supply. The Ministry also took 
over procurement of a number of items for the various civil Ministries. 

For some time prior to the formation of the Ministry of Supply there had 
been an interdepartmental contract coordinating committee which assigned 
responsibility for procuring a common item to the major user. Accordingly the 
War Office had for some time purchased small arms, small arms ammunition, 
and motor vehicles for the Navy. The Ministry of Supply took over this procure- 
ment responsibility. The Ministry of Supply also purchased clothing and motor 
vehicles for the Air Force. The Admiralty purchased its clothing needs at 
suppliers designated by the Ministry of Supply. There were certain common 
items such as rope, oilskins, sails, woodwork and cutlasses for which the 
Admiralty would not give up its independent procurement, regardless of the 
minor nature of such items and the desirability of centralized purchasing. 

In spite of the creation of the Ministry of Supply, two other major procurement 
agencies continued to exist in the British Government throughout the war. The 
Admiralty was the most reluctant of the three armed services to transfer any 
responsibility for procurements of items used by the Royal Navy to a centralized 
purchasing agency like the Ministry of Supply. With its prestige as the senior 
service of the British armed forces, the Admiralty was able to maintain its 
position. While there was some justification in its stand insofar as the con- 
struction of war vessels was concerned, it is difficult to see how central purchas- 
ing of common items would have been harmful to the Navy. 

Early in the war, a separate agency, the Ministry of Aircraft Production, 
was created to purchase and supervise the production of aireraft for the Royal 
Air Force. This was a wartime expediency. It was felt that the need for air- 
craft was so vital as to warrant a separate organization. The chief reason, how- 
ever, for not combining aircraft procurement in the Ministry of Supply was one 
of personalities. Lord Beaverbrook, who was the Minister for Aircraft Pro- 
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duction, insisted that more planes could be produced if he were given a free hand. 
His position was accepted by the Government. 

In general, the Minister of Supply, therefore, did practically all of the procure- 
ment for the Army, plus the procurement of a large number of common items 
for the Air Forces, a limited number of common items for the Navy, and a number 
of items common to the three services and to civilian need. 

There were also several minor procurement agencies. The War Office con- 
tinued to purchase directly certain items such as forage, fuel, light and remounts. 
All three of the armed services purchased their own food and petrol, Both of 
these items, however, were controlled by different Ministries of the Government. 
The Ministry of Food was responsible for the distribution of all food products. 
While the services bought food directly, their purchases were made under the 
general supervision of the Ministry of Food. Similiarly, the Petroleum Board 
of the Board of Trade supervised all imports of petroleum products and deter- 
mined the quantities which could be made available to the armed forces. All 
three services purchased petrol separately, but in quantities and at the places 
designated by the Petroleum Board. 

The British generally applied the principle of “greatest user” in determining 
procurement responsibility. Where the Army was the greatest user of an item, 
it was procured by the Ministry of Supply; if the Royal Navy was the greatest 
user, by the Admiralty ; and likewise for the Royal Air Force, by the Ministry of 
Aircraft Production. This same principle was applied in the factors of war 
production such as labor supply, transportation, and the control of raw materials, 
as exemplified by the location of light metals control in the Ministry of Aircraft 
Production. y 

The procurement picture in the British Government during the War was there- 
fore somewhat confused in spite of the creation of a supply ministry. The 
procurement of a major category of munitions, war vessels, was in the hands of 
the Navy. A second major category, aircraft, was the responsibility of a separate 
agency created for that sold purpose. Munitions for the ground forces were pro- 
vided by a centralized purchasing agency which also covered certain common 
items for the military and for the civil government and civil use. Other minor 
items were in the hands of several agencies. This situation was not a matter of 
logical design but rather of expediency. Changes in procurement responsibility 
during the war were numerous. Generally these strengthened the position of 
the central agency, the Ministry of Supply. Yet, some duplication and conflict 
of interest was inevitable throughout the war years. 


POSTWAR STATUS 


The Ministry of Supply continued to operate since the end of the war and 
was made a permanent Ministry of the Government. Generally, it has retained 
its wartime functions with certain additions and deletions. The biggest statutory 
change was the establishment of the Ministry of Materials on July 3, 1951. 
The primary purpose of this new department was to deal with raw materials and 
it appears to be somewhat analogous to our new Defense Materials Procurement 
Agency. 





LONDON, ENGLAND—EXHIBIT 10 


NATIONAL INCOME AND EXPENDITURE OF THE UNITED KINGDOM 
1946 TO 1950 


Presented by the Financial Secretary to the Treasury to Parliament by 
Command of His Majesty April 1951 


(London, His Majesty’s Stationery Office, Price 1s. 9d. Net) 


FOREWORD 


This paper gives estimates of the national product, income and expenditure 
of the United Kingdom of Great Britain and Northern Ireland for the calendar 
years 1988 and 1946 to 1950. 

On two subjects the paper contains more detailed information than has 
been given in previous papers in this series. Table 8 gives an analysis of 
company profits by industry, based on data collected by the Commissioners 
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of Inland Revenue in the course of assessing profits to income tax. The scope 
of these figures, and their relation to the statistics published by the Commis- 
sioners of Inland Revenue in their Annual Reports, are described in the notes 
to the table. Secondly, tables 30 and 31 give an analysis of fixed capital 
formation by type of capital asset and by the industry or service in which the 
capital formation took place, while table 32 gives a more detailed analysis 
for capital expenditure in manufacturing industry. 

The improvement of basic statistical information has made it possible in 
some cases to improve the reliability of the estimates. Thus, the figures for 
gross output of various industrial groups given in tables 1 and 5 are believed 
to be considerably more accurate than the corresponding figures in last year’s 
National Income White Paper (Cmd. 7935). They are now given for a con- 
siderably larger number of separate industrial groups. Secondly, estimates 
of wages paid have been revised in the light of new information and are now 
more firmly based than before. Thirdly, recent changes in the basis and 
methods employed in the Balance of Payments White Paper have made it 
easier to cover this part of the field in a manner consistent with the treatment 
adopted elsewhere in this paper. Fourthly, the estimates of some items of 
personal consumption expenditure have been considerably revised. In par- 
ticular, the estimates of expenditure 6n private motoring and on the services 
of hotels and catering establishments have been substantially raised. 

A small number of changes of treatment and terminology have been made. 
The gross national product has been redefined so as to include net income 
from abroad. Employers’ national insurance contributions have been treated 
as a direct tax and included for the first time in the national income. Both 
these changes have been made in the interests of international comparability. 
Thirdly, there has been a change in the treatment of the item which in last 
year’s White Paper was called “inventory revaluation” (renamed “stock 
appreciation” in the present paper). This item was there excluded from the 
gross national product, though not from the national income or expenditure. 
In this paper, it has been excluded from gross national expenditure and from 
disposable income; the figures of national income are so presented as to 
make it possible to adopt whichever treatment is most convenient for the 
purpose in hand. Fourthly, the scope of the first table in the Social Accounts, 
formerly limited to the operating accounts of enterprises, has been extended 
to cover all the productive activities of the United Kingdom; its field is now 
eoterminous with that of the gross domestie product as defined in this paper. 
Further details on these and other changes are given in the notes to the tables 
(Appendix). 

It must once again be emphasised that almost all the figures given in this 
paper are based on information collected by Government departments or 
private organisation for purposes other than the preparation of estimates of 
national income and expenditure. In some cases the information is very 
incomplete and in others is available only after considerable delay. For ex- 
ample, it is impossible to give final estimates of traders’ profits until their 
tax assessments have been agreed, and this may not be until several years 
after the profits have been earned. For reasons of this kind, many of the 
figures are provisional and may have to be revised later. This applies par- 
ticularly, of course, to the figures for 1950. Further, in some cases, the direct 
information on which an estimate can be based is so scanty—even for earlier 
years—that the figure remains subject to a very wide margin of error. Important 
examples are the figures for personal savings, the profit on stock appreciation, 
and the value of the physical increase in stocks. All these figures should be 
used with caution, and no significance should be attached to small changes from 
year to year in any of them. 

The estimates have been prepared in the Central Statistical Office in collabora- 
tion with other Government departments. 

April 1951 
The following symbols have been used: 
not available. 
— nil or less than half the final digit shown. 


INTRODUCTION 


‘ 


This paper presents estimates of the national output, income and expendi- 
ture of the United Kingdom in 1988 and each of the years 1946 to 1950. 








1400 FEDERAL SUPPLY MANAGEMENT 


The tables are arranged in sections presenting statistics for the gross domestic 
product, the composition of the national income, personal income and its dis- 
tribution, personal expenditure, the revenue, borrowing and expenditure of 
public authorities, and gross capital formation, with a final section presenting 
the social accounts of the United Kingdom. 

The main figures for 1948, 1949 and 1950 are summarised in tables 1 to 4. 
By way of introduction to the paper, these paragraphs describe the contents 
of these four tables, explain the relations between them and point briefly 
to some of the more important movements in the figures in recent years. 


Gross National Product (Table 1) 


The gross national product is a measure of the work done by the factors of 
production owned by the residents of the United Kingdom. About seven- 
eighths of the total consists of the output of a number of industries which 
may together be described as covering the field of production and trade in a 
broad sense, the remainder being services of public authorities, domestic 
services, work for charities and other non-profit-making bodies and net in- 
come from abroad (interest on overseas investments and the like). For the 
purpose of this table, the gross value of output of an industry is measured 
by the “value added”, that is, the difference between the total value of the 
goods and services it produces for sale outside itself and the value of the 
goods and services bought from other industries or from abroad which it uses 
up in production. It is called “gross” because no deduction is made, in 
reckoning output, for the depreciation of the fixed capital assets of the industry. 
It is from this sum that the remuneration of the various factors of production 
engaged in the industry—wages, salaries, rents and profits—together with the 
money set aside to provide for the replacement of its plant and other fixed 
assets, has to be found. The way in which the output of each field of activity 
is divided up between wages and salaries on the one hand, and profits, rent and 
depreciation on the other, is shown in table 5. 

It is estimated that the gross national product rose from £10,652 millions 
in 1948 to £11,453 millions in 1949, or by 7.5 per cent., and to £11,970 millions 
(or by 4.5 per cent.) from 1949 to 1950, All the main industrial groups shared 
in the rise over the two years, though by no means equally. The rate of growth 
was greatest in manufacturing industry, public utilities and distribution. Out- 
side the field of production and trade, there has been a sharp rise in the 
public health and educational services, a consequence chiefly of the taking over 
of the voluntary hospitals by the Government on the institution of the National 
Health Service in 1948. Domestic service and work for private non-profit- 
making bodies have been declining. 

National Income and Depreciation (Table 2) 

Table 2 shows how the receipts which constituted the gross national product 
in each vear were divided between the various factors of production and pro- 
vision for depreciation. The first section of the table gives the division of 
incomes generated in production and trade. All profits are earned in this 
part of the national economy, and the ratio of pure labour incomes (wages 
and salaries) to other kinds of income (profits, rents, and incomes such as 
those of farmers and professional men which have some of the characteristics 
both of labour incomes and of profits) is best caleulated over this field. 

The figures show that the growth from year to year of the rewards of 
different factors of production has been far from uniform. While wages, 
salaries and professional earnings have been increasing from 1948 to 1950 at 
a very steady rate, and rents have been almost constant, company profits showed 
a distinct fall in 1949 and a sharp rise in 1950. These movements in company 
profits have, however, been affected by two special influences. 

One of these was a change in the laws governing the allowances for deprecia- 
tion of fixed assets granted by the Inland Revenue in the reckoning of profits 
for tax purposes. The profit figures given in table 2 are measured after deduc- 
tion of these allowances. One element in them, the “initial allowances” granted 
on the installation of new industrial plant and machinery and on new industrial 
building, rose very sharply between 1948 and 1949 owing to the doubling, under 
the Finance Act of 1949, of the rate of allowance on plant and machinery. The 
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effect of this change on profits can be gauged from the figures of the total of 
initial allowances, which, as shown in table 2 (item 10), rose by over £100 
millions between 1948 and 1949. 

Another important factor in these years has been the changing total value 
of stocks and work in progress. In striking a figure of profits, normal account- 
ing practice includes an increase in a firm’s stock and work in progress as 
equivalent to a cash receipt. An increase in the value of stocks may be due 
to an increase in the physical volume of stocks. In a time of rising prices, it 
may also be due to the replacement of the stocks held at the beginning of the 
accounting period by goods or materials bought at higher prices. The figures 
given for income from farming, profits of other sole traders and partnerships, 
and trading profits of companies and public enterprises include the latter 
element, which in this paper is called “stock appreciation”. For some pur- 
poses, however, it is desirable to have an alternative measure of income in 
which this element of “stock appreciation” does not appear. Such a measure is 
given in item 13 of table 2. 

Disposable Income and Depreciation (Table 3) 

The figures for payments to factors of production and depreciation provision 
given in table 2 cannot be brounght directly into relation with figures of expendi- 
tures on goods and services. The sums available for expenditure on goods and 
services do not depend only on factor earnings but are also affected by transfers 
of various kinds. It is convenient, for example, to relate the current expenditure 
of persons on goods and services to a total of personal disposable income which 
takes into account not only the earnings of persons from productive activity 
(wages, salaries, professional and farm incomes and profits of non-corporate 
enterprises, Jess any sums absorbed in stock appreciation) but also the receipts 
by persons of rent, dividends and interest, of social security benefits and other 
similar transfers from public authorities, and (as a negative item) the amount 
of taxes on income paid by persons. Table 3 shows the various items which go 
to make up the disposable income of (@) persons, (2) companies and public 
corporations, and (c) public authorities. , 

The disposable income of persons, defined as described, is available for cur- 
rent expenditure on goods and services. Of the balance not so spent, a part 
may have to be set aside to meet future taxes if current payments fall below 
the rate at which liabilities are being incurred; the rest constitutes gross 
personal saving (gross, because no allowance has been made for death duties and 
other capital taxes). Personal disposable income so defined has increased by 
about £450 million in each of the last two years—about 5 per cent. per annum. 
The chief factor in the increase has been the growth in receipts from economic 
activity of one kind and another. 

The second section of table 3 gives the sources of income of companies and 
public corporations and shows how they dispose of it. Their main source of 
income is trading profit. They also receive income from property, e. g. their 
holdings of government securities. Part of the total of income so arrived at is 
transferred to the debenture holders and share holders, part is paid to the gov- 
ernment in direct taxes and part is absorbed in stock appreciation. The re- 
mainder constitutes the disposable income of companies and public corporations. 
Since sales from one enterprise to another are eliminated as self-balancing in 
measuring the national expenditure, there is no current expenditure on goods 
and services out of the disposable income of companies. The whole sum is avail- 
able for adding to reserves, though some of it may be absorbed in reserves against 
future taxation. 

Trading profits of companies and public corporations fell by about £80 millions 
in 1949 and rose by over £200 millions in 1950. The amount of other corporate 
income has been more stable, showing a moderate rise with each year. The total 
of dividends paid showed a small rise in 1949 and a somewhat larger one in 1950, 
while payments of direct taxes, after a big increase in 1949, remained at almost 
the same figure in 1950. The residual sums put into reserve were largest in 1948, 
fell sharply in 1949 and rose a little in 1950. Not all of these sums were avail- 
able for addition to free reserves, however, since in some years (most markedly 
in 1948) the taxes actually paid fell considerably short of what would have had 
to be put aside to meet the accumulating liabilities. Further details on this and 
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other points may be found in tables 9 and 10, which give the appropriation ac- 
counts of companies and public corporations respectively. 

The third section of table 3 shows the various receipts of, and payments by, 
public authorities which determine their disposable revenue. Public authorities 
receive money in direct taxes, indirect taxes, and income from property (rents, 
interest, ete.) ; they pay out transfers in the form of social security benefits, etc., 
subsidies and debt interest (death duties and other taxes falling on capital 
accounts are left out on the receipts side, as are transfers to capital accounts, 
such as war damage compensation, on the expenditure side). Their property 
income must be reduced by the amounts absorbed in appreciation of the stocks 
of government trading departments. The balance is available for current ex- 
penditure on goods and services, and what is not spent in this way contributes 
to the surplus of public authorities (which also includes the excess of the re- 
ceipts from capital taxes over capital transfers). ‘These and the other ways in 
which action by public authorities causes sums to be set aside from current ex- 
penditure are shown in table 29 on the financing of gross capital formation. 

Most of the items in the public authorities’ section of table 3 have been fairly 
stable in the last two years. From 1948 to 1949 there was a rise of about £280 
millions in payments of direct tax, and a roughly corresponding rise in dis- 
posable revenue, but between 1949 and 1950 there were no large changes. The 
total of disposable revenue showed a small further increase. 

In adding up the total of disposable incomes, the various transfers which are 
counted as income to those who receive them but as negative income to those 
who pay them cancel one another out. The only transfer items which do not 
cancel in this Way are indirect taxes and subsidies, which are entered as revenue 
(positive and negative) of public authorities although they have not been reck- 
oned in the opposite direction in the other sectors. For this reason the total of 
disposable incomes exceeds the total of incomes of factors of production (after 
deduction of stock appreciation) by the amount of indirect taxes Jess subsidies. 


Gross National Expenditure (Table 4) 

Table 4 gives the gross national expenditure divided between personal con- 
sumption, public authorities’ current expenditure on goods and services, gross 
domestic capital formation and the overseas surplus or deficit (net investment 
abroad less net grants from abroad). Personal consumption represents current 
expenditure out of the personal disposable income measured in table 3, and the 
balance represents gross personal saving together with any excess of tax provi- 
sion over tax payments. Similarly, the public authorities’ current expenditure 
on goods and services is made out of their disposable revenue as defined in table 
8, and the residue represents the combined surplus or saving of publie authorities 
less any net transfer from private capital accounts. These two residues, together 
with depreciation provision and the additions to reserves of companies and pub- 
lie corporations as shown in table 3, constitute the funds from which, directly or 
indirectly, the gross capital formation of the nation is financed. Gross domestic 
capital formation is divided into two parts, one consisting of the replacement 
of and additions to the stock of fixed capital assets (fixed capital formation) and 
the other of the physical increase in stocks and work in progress. ‘The foreign 
balance is the excess of the United Kingdom net investment abroad over the net 
gifts received from abroad. Net investment abroad represents a form of dis- 
posal of savings alternative to domestic capital formation. Gifts from abroad 
enter as a negative item because the object of the table is to show the way in 
which the nation’s disposable income is spent, and gifts from abroad make it 
possible for expenditure to exceed total disposable income. 

The figures in table 4 show personal consumption rising by £363 millions be- 
tween 1948 and 1949 and by £474 millions between 1949 and 1950. Current 
purchases of goods and services by public authorities, after rising by over £200 
millions from 1948 to 1949, remained practically constant in 1950. Fixed capital 
formation increased by £162 millions from 1948 to 1949, but by only £80 millions 
from 1949 to 1950, The increase of physical stocks is estimated as £100 millions 
less in 1950 than in 1949. The foreign balance, on the other hand, which was a 
small deficit in 1948 and a small surplus in 1949, rose by almost £200 millions in 
1950, the chief factor in the changes being net investment abroad. Thus the 
increase in gross national expenditure, which from 1948 to 1949 was shared 
mainly between personal consumption, public authorities’ consumption and 
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domestic capital formation, from 1949 to 1950 was shared between consumption 
and the foreign balance, while the total of domestic capital formation fell 
slightly. 

The tables following in later sections can all be regarded as a further develop- 
ment or detailed subdivision of some item or items contained in tables 1-4. Sec- 
tion II analyses the gross domestic product by industry and type of income pay- 
ment, expanding table 1. Section III gives further details on the composition 
of the national income, expanding table 2, and in particular gives figures for the 
wages and profits paid by different industries (though unfortunately the bases 
of the industrial classifications are somewhat different). Section IV deals with 
the sources and distribution of personal income and shows how it is affected 
by taxation, carrying further one of the subjects covered by table 3. Section V 
gives a detailed account of personal consumption expenditure (the first group 
of items in table 4) including estimates of expenditure in various years revalued 
at constant prices. Section VI describes in some detail the revenue, borrow- 
ing and expenditure of public authorities, elaborating the figures which occur 
in each of the first four tables; it also contains tables illustrating the incidence 
of taxation. Section VII deals with capital formation (the third group of items 
in table 4), giving analyses of capital expenditure on fixed assets by industrial 
sectors, social services, etc. Finally, in the Social Accounts which constitute 
the last section of the paper the figures are again summarised in a series of 
interlocking accounts for different sectors of the economy. The aim of these 
tables is to present in the style of double-entry book-keeping all the most im- 
portant of the money flows which form the subject of this paper. 


1. NATIONAL PRODUCT, INCOME, AND EXPENDITURE: SUMMARY 


TABLE 1.—Gross national product? 


[Footnotes refer to original document] 
[£ million] 




















1948 1849 1950 
Gross out put, at factor cost(2), of: | | 
1. Agriculture, forestry and fishing... BRS eats 557 | 621 | 610 
2. Mining and quarrying --- ea Sioa : } 383 404 393 
3. Manufacturing ‘ ite , j 3, 835 4,159 4, 418 
4. Building and contracting_......._._. Soncos 566 598 624 
5. Gas, electricity and water 206 237 251 
6. Transport and communication _- Q15 Q5S 976 
7. Distributive trades... 1, 505 1, 561 
8. Other services ae 1, 201 1, 239 
9. Ownership of dwelling-houses- - 438 448 
10. Total production and trade. ..................-.- 9, 394 10,121 | 10, 520 
11. Public administration and defence. : ebaktieeel 823 856 | 881 
12. Publie health and educational services... ......-- 259 299 | 346 
13. Domestic services to households —___.. tse 108 99 | 96 
14, Services to private non-profit-making bodies... __.- 69 51 | 5: 
15. Gross domestic product at factor cost_..- ee eee 10, 653 1}, 426 11, 896 
16. Net income from abroad. --_. Se are -1 27 74 
17. Gross national product at factor cost..........-.----- ae 10, 652 | 11, 453 | 11, 970 
| ‘ 





(1) For notes on the items of this table see p. 52. 
(3) Factor cost excludes ‘stock appreciation’ (item 12 of table 2). 


94756—52 


90 
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TABLE 2,—National income and depreciation 


{£ million] 





























| 1948 1949 1950 
——E } ' 
Production and trade 
re ee ae 3, 678 | 3, 879 4, 101 
2. Salaries oe bawedt ss cogiyeleubcncidl 1, 654 | 1,770 | 1,877 
3. Employers’ insurance contributions.......-----.--- Sanintte } 132 | 16 166 
ae ee eee Se PUES Se L 161 | 172 | 182 
5. Income from farming-.-................-- agunncaancaat 261 | 394 302 
6. Profits of other sole traders and partnerships. - bw ddbcsousete 810 | 815 | 845 
7. PEE CORO OF ORIN as 5s ii So 5 25k cave cane 1, 580 1, 488 | 1, 692 
8. Operating profits of public enterprises__--.-.......--..-.-.| 148 156 187 
9. Rent of land — ce: a tet ele Ne igh ate 47 483 496 
10. Depreciation: a. Initial allowances.........--- J ukeneenion 121 225 | 260 
5 PRCA RIOD oo Socios cane et ocak 629 705 | 762 
Sn = SERRE HEE i A a eo fe ec Re PS ARIA 9, 644 | 10, 161 | 10, 870 
12. bess Profit on appreciation of stocks included in items 5, 6, } 
7; MN Bin cae cee san baat eee eee eae eda | —250 £ —40 | —350 
i3. Production and trade after deduction of stock appreciation_| 9, 394 - 10, 121 | 10, 520 
Services to public authorities | 
US ee PRI LIN ea 230 | 249 | 269 
15. Salaries. ; 492 537 | 57 
16. Pay and allowances of the Armed Forces_- : eackeel 246 | 246 | 25 
7. Employers’ insurance contributions_...........-...------- | 19 | 26 | 27 
18. Depreciation ie RA SE ES EIR EES Ten ee 95 97 | 102 
pe ete: |. RES 8 eS a Oe 1, 082 1, 155 | 1, 227 
Services to households and private non-profit-making bodies | 
ri noe gon eae 2% 171 145 144 
21. Employers’ insurance con EN OSS a TE grea er cca 6 5 5 
DR I cl on ek aks eet Lame dni a aaaoee | 177 | 150 149 
23. Net income from TN i es a IS oh. a } -} 27 74 
24. Ni ation: a1 income and deprecia is iation after deduction of stock 
aE ga rae eRe Ce ee 10, 652 11, 453 11, 970 











For notes on the items of this table, see p. 53. 
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TABLE 3.—Disposable income and depreciation 


[£ million} 




















| 1948 1949 | 1950 

Persons 
BPR oo ee 2 ghee acne Se ee 4,025 | 4, 230 | 4, 470 
2, Salaries_..._--- SE 2,2 2, 350 2.500 
3. Pay and allowances of the Armed Forces........_.._._._.- 246 246 250 
4. Employers’ insurance contributions. ____.- S Wkieie pied 157 } 195 | 198 
5. Mixed incomes..-..-_- one net 1, 232 | 1, 291 | 1, 329 
6. Rent, dividends, and interest received by persons eee 1, 433 | 1, 458 | 1, 532 
7. Transfer incomes es ae St Bee i on mek 706 | 737 | 763 
8. less Direct taxes paid size xe —1, 420 | —1, 531 | —1, 563 
9. less Provision for appreciation of stocks..____. setae tas —65 |} —23 | —80 
10. Personal disposable income a excess of tax liabili- | | eo 
ties over payments) be 8, 514 8,953 | 9, 399 

Companies and public corporations | } 

j | 
11. Trading profits_____- Se wees F : 1, 649 | 1, 572 | 1, 795 
12, Other corporate income ; : 430 | 455 | 469 
13. less Dividends and interest paid. _- fr —874 | —891 | —918 
14. less Direct taxes paid_- eee —520 | —692 —685 
15. less Provision for appreciation of stocks : —135 anf —205 
16. Additions to free reserves and tax reserves of companies 550 437 4é 56 
Public authorities re 
17. Revenue from direct taxes ; : 2 ae 1, 940 2, 223 2, 248 
18. less Transfers to persons_. wd 706 —737 | 763 
19. Revenue from indirect taxes | 2, 036 | 1,999 | 2, 081 
20. less Subsidies - - ‘ heey fg pasnecnaiael — 564 —519 | —479 
21. Income from property-- wi bathe ae 160 | 161 | 182 
22. less Provision for appreciat ion of stocks a —50 | —10 —65 
23. less Debt interest.......__._. : | —601 | —601 | —Sts 
24. 2%. Disposable a ie ae echeadadiice : a 2,215 | 2, 516 2, 593 
25. 25. Total of disposable incomes | 11, 279 11, 906 12. 448 
26. Depreciation Sf eg sheeeys E rP. | 845 1, 027 1, 124 
27. Disposable income and depreciation cinten amare | 12, 124 12, 933 ‘13, 572 





6 


For notes on the items of this table, see p. 55. 
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TABLE 4.—Gross national expenditure 


[£ million] 





Personal consumption 
Food 
Drink and tobacco 
Fuel and light 


Clothing 
All other goods 


. All other services, etc_- 


. Total 


Rent, rates and water charges............... 


Me RE ee eee 


Private motoring and travel__.............-- 


Public authorities current expenditure 


Central government 


Gross domestic capital formation 


Plant and machinery and passenger cars 
Other vehicles, ships and aircraft 
New buildings and works 


. Total fixed capital formation.........-..-.. 


. Value of physical increase in stocks and work in progress._| 


Overseas surplus or deficit 


. Total 





24. Gross national expenditure at current market value 





























1948 1949 1950 
| | 
2, 215 2, 396 2, 608 
| 1, 535 1, 483 1, 505 
598 613 629 
339 346 | 376 
518 596 | 676 
853 952 | 1, 005 
557 576 588 
| 445 482 528 
1, 144 1, 123 1, 126 
8, 204 | 8, 567 | 9, 041 
| a: Seer «a ia) nen 
| 
; 
1, 290 | 1, 502 | 1, 468 
502 | 509 | 531 
38 | 28 | 26 
1, 830 2, 039 | 2, 025 
| Siena ees 
| 
531 | 603 | 641 
224 248 239 
605 631 697 
560 600 585 
1, 920 2, 082 2, 162 
200 215 115 
; 
108 184 368 
—138 —154 —139 
| —30 30 229 
12, 933 13, 572 








For notes on the items of this table see p. 56. 
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II. Gross DoMEsTiIc PRopucT 


TABLE 5.—Gross domestic product * 











{£ million] 
| 

, Profits, rents |Total incomes 

ph nse and depre- and depre- 

ciation ciation (*) 
Agriculture, forestry, and fishing........................ 1948 240 317 557 
1949 250 371 621 
1950 248 362 610 
PR i bo gs nde sncdnnnecsasecccce 1948 344 39 383 
1949 348 56 404 
1950 350 43 393 
0 ERS RS eS nC ae Ae aA eS 1948 2, 520 1,315 3, 835 
1949 2, 720 1, 439 4,159 
1950 2, 929 1, 489 4,418 
ae Sire Comereeting... . .5.....--.-...2.2- 5222-22252 1948 425 141 

1949 442 156 598 
: 1950 465 159 624 
Gas, electricity, and water. ............................- 1948 112 G4 206 
1949 120 117 237 
1950 131 120 251 
Transport and communication._............-.....-.-... 1948 596 319 915 
1949 629 329 958 

1950 652 324 97 
i on a et asgicne cub anacwaduowee 1948 589 767 1, 356 
1949 867 1, 505 
1950 675 886 1, 561 

RE CR, acc obacindeoaannbadaenme 1948 638 515 1,15 
1949 666 535 1, 201 
1950 694 545 1, 239 
Ownership of dwelling-houses...........-...-........... 1948 423 423 
1949 _ 438 438 
1950 oo 448 448 
Services of public authorities (including public health 1948 987 95 1, 082 
and educational services). 1949 1, 058 7 1, 155 
1950 1,125 102 1, 227 
Domestic services to households. .........-........---.. 1948 108 -— 108 
1949 99 _ Ma 
: 1950 96 _ 96 
Services to private non-profit-making bodies._._........ 1948 69 _ 69 
1949 51 _ 5l 
1950 53 _ 53 
All activities... _. Piiicwidcae ae resneteucnndeaeeueureee 1943 6, 628 4, 02: 10, 653 
1949 7, 021 4,405 11, 426 
1950 7, 418 4,478 11, 896 














(!) For notes on the items of this table see p. 58. 

(?) Includes employers’ insurance contributions. Includes under “Services to public authorities” the pay 
and allowances of the Armed Forces. 

(*?) Excluding stock appreciation. 
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III. THE COMPOSITION OF THE NATIONAL INCOME 
TABLE 6.—National income and depreciation by distributive shares 
{£ million} 





| 














j 








1938 | 1946 | 1947 | 1948 | 1949 | 1950 

ee ne Seer ra NE SEE es Se ee, Se Oe eee ERE. ey NN Desi 
1, Wages 1,735 | 3,140 | 3,580 { 4,025; 4,230 | 4,470 
2. Salaries_- 9 1,110) 1,790} 1,960} 2,200; 2350! 2500 
3. Pay and allowances of the Armed Forces___. 78 530 | 347 | 246 | 246 | 250 
4. Employers’ insurance contributions BA 84 | 113 157 195 | 198 
5. Professional earnings _- aie wail R4 | 133 | 15) | 161 | 172 182 
6. Income from farming--.._- 64 | 190 | 205 | 261 304 | 302 
7. Profits of other sole traders and partnerships. . 440 765 800 810 | 815 845 
8. Trading profits of companies-. ; 536 1, 224 1,527 | 1,580} 1,488; 1,692 
9. Trading profits of public c corporations_ ae eee 7 | 13 | 3 i 69 | R4 | 103 
10. Profits of other public enterprises 29 53 | 87 79 | 72 84 
11. Rent of land and buildings 416 | 438 456 470 | 483 | 496 
12. Income arising in the United Kingdom ? | 4,553 | 8,360! 9, 208 10, 058 10, 439 | U1, 12% 
13. Net income from abroad - - _- , 163 51 24 —1 4 27 | 74 
M4. National income including stock appre ciation . | 4,716 | 8,411 | 9,226 | 10, 057 | 10, 466 | ai, 196 
15 5. less P rovision for appreciation of stocks r | 80 —100 250 gE —40 40 | —350 

16. De preciation: | | 
a. Initial allowances--_- inal 143 | 130 121; 235 260 
b. Other allowances | 457 567 | 655 724 | 802 | 864 

17. National ineome and depreciation after deduction | | } | | 
of stock appreciation... ._- EMENEED Nim | 5,253 | 9,021 | 9,661 | 10,652 | 11,453 | 11,97 

| | | H 





For notes on the items of this table see. p. 59 


TABLE 7.—National wage bill? 


[£ million] 


1948 1949 1950 
Agriculture, forestry and fishing 222 229 226 
Mining and quarrying asi . 320 324 | _ 3% 
Manufacturing industries 
Bricks, pottery, glass 78 R4 91 
Chemicals and allied trades ‘“ ’ “ 100 | 110 
Metal manufacture eaenstivanh a : 1K 169 179 
Engineering, shipbuilding, and electrical goods 447 470 505 
Vehicles 254 266 290 
Other metal goods 118 122 128 
a 191 214 240 
Clothing 115 127 134 
Food, drink and tobacco 135 149 | 158 
Manufactures of wood and cork 66 72 77 
Paper and printing 103 114 125 
Other manufacturing 2 98 103 113 
All manufacturing industries 1, 850 1, 990 2, 150 
Building and contracting 365 380 400 
Gas, electricity and water 78 83 90 
Transport and communication 438 458 476 
Public administration 3__ ; 173 182 188 
Distributive trades 145 157 167 
Other services ¢ 434 427 447 
To ot: il ; Zanes bapiteln . 4,025 | 4, 230 4,470 





1 For notes on the items of this table see p. 59. 

2 Including precision instruments, jewellery, 

* Excluding wages paid in public health and educational services, 
Armed Forces, 

‘ Including wages paid in public health and educational services and the wages of domestic servants. 


etc. and leather, leather goods and fur. 


and the pay and allowances of the 
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TABLE 8.—Company profits * 
{£ — 








1947 1948 1949 
pI NEI 2 pS ey 9 | 9 | 4 
Debaing One GUntryies. <..-. .ok ct. Lee 4 4 § 
Manufacturing industries: | | 
NG ee eee ae os ee 29 36 34 
Chemicals and allied trades_____...._.._._- AD. ERE 79 75 | 69 
Metal manufacture. ; fi 3 71 77 75 
Engineering, shipbuilding, and electrical goods. - = gpa 125 157 171 
i ea Pe RE i ae A ee eyes it 56 63 71 
Other metal goods. eiktnzas picid basta edz sce Sniie ie in eee 46 47 45 
RIE 1 gad sne ation Be ate sare Bevtecrets Sa Pee 112 145 157 
Clothing____- ve as ape ese Sere 38 44 48 
Food, drink, and Meme Stipe i 190 169 148 
Wood and cork a eer eae 17 19 17 
Paper and printing ie Ba = be ES, 7 7 68 
Other manufacturing (2)... ____ be cate ithe stiemne dos 57 57 61 
All mannincturing industies.....-.........--.--25.55522-..-.. 891 963 954 
Building and contracting. - -- citi men en 25 34 36 
(oeR MEOGEISON ONG WAGONS 2. ooo nd k one cocci ces 13 8 5 
Transport and communication_-._- ; axed eer eee 115 WW) 41 
I OO eS Ee seit “3 B85 398 366 
i. Spas eet eae Anarene eae eas al 85 74 77 
| ean Ee ene hateoanaee SRS EP ee ces 1, 527 | 1, 580 1, 488 
| ' 





(1) The figures are for company profits only; profits of non-corporate enterprises are excluded. Profits of 
public corporations are also excluded. The industrial classification has a different basis from that of table 7, 
For notes on the items of the table see p. 60. 

(2) Including precision instruments, jewellery, etc. and leather, leather goods and fur. 


TABLE 9.—Company income and its appropriation 


{£ million] 

















| 1938 | 1946 | 1947 | 1948 | 1949 | 1950 
e Se tel | SSS Oe the 8 eee Se 
| 
1. Trading profits___- Fae ee PRR oe Rye an | 536 1,224 1,527] 1,580; 1,488] 1,692 
2. Other income. --........-- eee re eee 292 | 374 406 415 | 441 | 455 
3. Total income of companies sieaeecien 828 | 1, 598 ¥ 933 1,995 | 1,929 2 147 
4, less Payments of dividends and interest __ _- ----| —560 | —755 | -824| -796 | -803} 827 
§. less Provision for taxation: | | } 
. oe ee Se ee eee. —92| -—577 | —434; -—518 | —690 —679 
. Additions to tax reserves. . —5 | 32 | -—205; —161 | 49 | —82 
6. Undistributed profits aa ES EMS PMA NE ak 171 | 208 470 520 485 559 





For notes on the items of this table see p. 61. 


TABLE 10.—/ncome of public corporations and its appropriation 


{£ million] 

















paar Pn St ee 
| 1938 | 1946 | 1947 | 1948 | 1949 | 1950 
eb OD ee Lee | 7 13 3 | 69 | 84 103 
Fe ee Ri isa ite dunoe aaeienane PRET j 3 4) 8 | 15 14 14 
- |__| ____} —__— 
3. Total income of public corporations. -.._.......-.-.- 10 17 | 11 | 84 | 98 117 
<.. oes Paves OF Tienes 5... 5 nc nes ~e) -i2|.-® | —78 | —88 —91 
Sx SN OW ERNE TOT ORION on oon os dads ck cm eo oman —. J —2 7s, } —2 | —s —16 
Cae RCE. TS er SEI ELS) Aa 





Se IE = |. cx ken ane omebicmonee | £4 3 —2 | 4) 2 | 10 





For notes on the items of this table see p. 61. 
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IV. PERSONAL INCOME AND ITS DISTRIBUTION 


TABLE 11.—Personal income from work and property before and after tax * 
[€ million] 





1938 1946 1947 1948 1949 1950 





Before provision for tazes on income 


| 
| 


SFR ES RRs ear eee Seis Steen ae | 1,785 | 3,197 | 3,671 | 4,140) 4,370 4, 611 
EE See ee) ee NE oi ie EES eee 1,114; 1,815} 1,981 | 2,238) 2,400 2, 552 
ee ee ee seen 7 532 348 250 251 255 
Rent, dividends and interest (?)............------.---- 1,699 | 2,542) 2,610 | 2,665} 2,749 2, 861 








Personal income from work and property before tax (3)__| 4,676 | 8,086 | 8,610} 9,293 9,770| 10,279 





“ : | 
After provision for taxes on income 























| 
CO EY ES GR S| MNT RR ee ee | 1,682 2, 857 3, 295 3, 700 3, 862 4, 096 
SE SD RE ee eee me A 1, 702 1, 904 2, 021 2, 164 
ay OF G00 DINE POON. oo one arash nn oe 77 | 512 324 227 228 233 
Rent, dividends and interest (2)_....--._- "SES eee 1,448 | 1,969 1,989 | 2,049) 2,100 2, 197 
Personal income from work and property after tax... 4, 261 6, 845 | 7,310 | 7,880] 8, 211 8, 690 





(‘) For notes on the items of this table see p. 62. 
(2) Including professional earnings, income from farming and profits of other sole traders and partnerships, 
(*) Including employers’ insurance contributions. 


TABLE 12.—Distribution of personal income by ranges of income 





l | | 
| Total income after in- | Proportion ofincome be- 
| fore tax retained after 


deduction of taxes at 


come tax and sur- 


Totalin- | Gat 


| 





Number of 














— oa allie. ith incomes (1) come before!— i 
Range of income before tax tax (?) | 1938-39 | 1949-50 1938-39 | 1949-50 
rates rates rates } rates 
BD 
000’s =|: £ million | £ million | Per cent 
—___—_—_————_ |---| . enEneS ene -_ 
1938 | | 
| | | 
| } | | | 
Personal income which can | | | | 
be allocated to different | | | 
ranges:— ' | | { 
Under £250 (4) | 2, 559 2, 555 | 2, 553 99.8 99.8 
£250-499 j 1, 890 | 631 | 611 | 604 | 96.8 | 95.7 
£500-999 : 539 | 361 | 322 | 301 | 89. 2 | 83.4 
£1,000-1,999 cee 183 247 | 202 175 | 81.8 | 70.9 
£2,000-9,999 py, 98 361 | 256 | 193 | 70.9 | 53.5 
£10,000—and over 8 | 163 | 69 33 42.3 | 20. 2 
i | | i 
saath SNS = SOS SS 
1949 
Personal income which can 
be allocated to different 
ranges:— | | | | 
Under £250 (*) ae 2, 209 | 2, 192 | 2, 185 | 99. 2 | 98.9 
£250-499 ‘ | 10, 310 | 3, 546 | 3, 393 | 3, 360 95.7 | 94.7 
£500-999 | 2, 443 | 1, 614 | 1, 435 | 1, 375 | 88.9 | 85.2 
£1,000-1,999 24 545 | 728 | 598 | 53y 82.1 74.0 
£2,000-9,999 | 219 | 760 | 547 | 436 | 72.0 | 57.4 
£10,000—and over 11 | 190 | 87 | 44 | 45.8 | 23.2 
\ | | | | 





(‘) A married couple is for income tax purposes counted as one individual. 

() In addition to the income shown in the table there are amounts accruing to persons that cannot be 
allocated to particular ranges of income. These are estimated to have been £630 million in 1938 and £1,460 
million in 1949. They consist of income not subject to tax (e. g. interest on National Savings Certificates, 
dividends on co-operative societies’ sales, certain allowances of the Armed Forces, income in kind, the 
investment income of charities), the investment income of life assurance funds, certain other incomes not 
assessed to tax and that part of employees’ incomes which is allowed as a deduction before assessment to 
tax (e. g. for national insurance contributions and expenditure on tools). 

(8) The estimates of income in this table relate to calendar years; the tax rates used are those that were 
current in the fiscal years 1938-39 and 1949-50. 

(4) All allocable transfer incomes have been included in incomes under £250. 
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TABLE 13.—Proportion of personal income required to meet taxation 
{£ million] 
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1938 | 3 1946 | 108 7 | 1948 | 1949 | 1950 
ES SSE: CETTE: FEO EE CFO 4,952 | 8,98 9 | 9, 35 | 9,999 | 10,507 | 11,042 
Provision for taxes on income and national insurance 
SU SSR 2 a 415 | 1,241 1, 300 1,413 | 1,559]; 1,589 
Indirect taxes on consumption .. dd aca ak cian a tag eae 78 1, 459 1,655 | 1,919 1,852 | 1,904 
less Subsidies to consumption.___._____...___._.-- —35 | —358 | —450 | 553} —506| —468 
Total tax liabilities in respect of personal income 958 | 2,342 | 2, 505 | 2,779 | 2,905 3, 025 
Tax liabilities as a percentage of personal income--__- 19 26 | 27 28 28 27 
For notes on the items of this table see p. 62. 
TABLE 14.—Personal expenditure and saving 
{£ million] 
l l l l i 
1938 | 1946 | 1947 | 1948 | 1949 | 1950 
| | 
SSE ROR a os epee ie Ae Pe oe 4,952 | 8,989 | 9, 351 9, 999 | 10, 507 11, 042 
Jess Provision for taxes on income and national insur- | | 
a Se ee eee eee —415 |—1, 241 |—1,300 |—1, 413 |-1, 559 | —1, — 
Jess Provision for stock appreciation _. 7 ee Eee eS 2); - —35 —65 | —23 pe _ 
Personal disposable income. ..._-...............----- 4,557 | 7,728 | 8,016 | 8,521 8,925 | 9, 373 
SOOU TOPO BIIMOIGNG aoa os ks oe wetcewesds nee 4,335 | 6,886 7,622 | 8, 204 8,567 | 9, 041 
Gross personal saving.............----.-----.--------- 222| 842 | 304| 317 | 358 | 332 














For notes on the items of this table see p. 62. 


_V. PERSONAL EXPENDITURE 


TABLE 15.—Personal expenditure on consumers’ goods and services at current 
market prices 
[£ million] 




















| 1988 | 1946 1947 1948 1949 1950 
1. Food— 
a. Household expenditure: } 
nen GE ON. see 162 286 331 352 372 | 373 
Meat and bacon 327 324 329 322 382 | 516 
(_, Ee Sees © 54 84 89 89 | 77. | 71 
re PS eee oe 78 62 61 71 87 110 
Sugar, preserves and 9 eR ada 107 119 157 190 205 210 
Deir prone... 2 a2... cnudasocacce 179 257 259 318 364 388 
WRENN hecindnk Sccdaierd hue aclabieemwaaio’s 85 | 90 160 176 169 170 
Potatoes and vegetables__._....._..---- | 99 | 190 253 267 | 281 | 289 
ee eee aa ee 62 | 86 93 99 | 104 | 109 
Other manufactured food. __.......----- 36 | 88 94 | 82 | 82 81 
SRE PROGRES Eee a | 1,189} 1,586 | 1,826 1,966 | 2,123) 2,317 
6. Other sacoeal expend iteré::........c.....4- ; 116 198 237; 249 | 273 291 
Se a Be Rae BRIT, Sea [1,305 | 1,784 | 2,063 | 2,215| 2396 | 2,608 
2. Alcoholic drink— | | 
ye wii ea 5 ere 8 | 195 | 510 481 625 | 497 | 488 
6. Wines, spirits, cider, ete _.....-....-.------ 0! 168| 197 237 222 239 
3. Tobacco— | j | 
i; Ey eee ee A LS -| 144 | 512 | 583 | 642 | 632 | 654 
b. Pipe tobacco, cigars and snuff_._.-_.--.----| 33 | 92) 108 131 132 | 124 
4, Rent, rates and water charges.._..._..--._--- -----| 401 | 50 579 598 | = 613 | 629 
5. Fuel and light—- | 
ne EES Ee eres Eee ees eee } 108; 120} 127; 41} 140] 152 
: er 1° a Ce By Cee Se 35 66 70 | 80 | R2 | 89 
Lae ih as PRU Mee late tein nai diaremne weld 38 75 | 81 | 85 | 90 | 98 
a. Oras pupae 7 ilennh Sos le ae | 16 | 29 | 31 | 33 | 34 | 37 
6. Durable household goods— 
a. Furniture and furnishings-.._..-.-...--.--- | 152 | 176 243 285 347 412 
| ERS RES ae Re 82 | 125 150 150 | 149 155 


For notes on the items of this table see p. 62. 








1412 FEDERAL SUPPLY MANAGEMENT 


TABLE 15.—Personal expenditure on consumers’ goods and services at current 
market prices—Continued 








1938 1946 1947 1948 1949 1950 


7. -s household goods— | 


Matches Kg EEE SE REN SES See ee 10 11 13 14 20 20 
b. Soap. Seer 30 | 28 35 | 40 | 45 48 
¢. Other cleaning materials, ete. era 14 23 25 29 35 | 41 
8, Clothing— | | 
i ceca ieecdsgse 73 108 331 168 170 | 174 
6. Other clothing- | 
(i) Men’s and boys’ wear_-_-_-_- 127 157 180 225 261 | 290 
(ii) Women’s, girls’ and infants’ wear_- 246 | 346 392 460 521 541 
9. ——, newspapers and magazines— 
Books. : eR SRE ae Rae 10 28 31 33 33 35 
b. Newspapers......----------- tas ory te et 36 51 58 60 65 66 
c. Magazines _... Kt ae Sty SER en 18 26 30 33 39 43 
10. Private motoring. _-- é cine Pegler aE Ap 127 129 147 105 140 182 
11. Travel 
a. Railway ; En ; 55 104 | 101 107 101 95 
6. Other 108 182 211 233 241 251 
12. Communication services 
: Postal _ 18 32 32 32 33 34 
Telephone and telegraph 11 22 24 25 26 28 ; 
13. E mm 1inments ; 
a, Cinemas —* 121 108 112 | 105 107 ‘ 
b. Other j 62 66 68 69 68 
14. Domestic service 121 77 8S 95 91 | 87 : 
15, Other services 393 644 708 750 738 749 5 
16. Other goods 177 309 369 392 407 407 4 
17. Income in kind of the Armed Forces 17 111 58 39 32 | 32 ‘ 
18. less Foreign tourists’ expenditure in the United (? A 
Kingdom —43 —13 —21 —33 —44 —58 A 
19. Personal expenditure in the United Kingdom_---- 4, 301 6,765 | 7,499 ‘8, 109 8, 462 8, 930 
2. Persons al € xpenditure abroad 34 121 123 95 105 | lil 
21. Tot: il 4, 335 6, 886 7, 622 8, 204 8, 567 9, 041 





() For notes on the items of this table see p. 62. 
Including an allowance for net remittances sent to the United Kingdom. 


TABLE 16.—Personal expenditure on consumers’ goods and services revalued at 
1948 prices 





| ; | ‘ 
1946 1947 1948 1949 1950 | 








Price 
index 
| sin 1950 
£ million | 1948==100 
1. Food— | | | | 
a; Household expenditure: 
Bread and cereals... .--- i< 321 340 352 333 313 119 
Meat and bacon ho 373 342 322 343 430 120 
Fish ‘ ace 89 93 89 78 62 115 
Oils and fats__- 60 61 71 82 91 121 
Sugar, preserves and confection¢ awe 159 197 190 217 219 96 
Dairy products ie : 298 291 318 345 356 109 
Fruit : . are 109 160 176 181 173 98 
Potatoes and vegetables : : 241 276 267 72 281 103 
Beverages = ee 04 98 99 103 105 | 104 
Other manufactured food_____- 87 89 82 83 | 83 98 
Total é pace 1, 831 1,947 | 1,966 2, 037 2,113 | 110 
5. Other personal expenditure. yhecng 228 253 249 262 266 109 
pi] | | Se Sees epee ‘od Se 2 059 2, 200 2, 215 2, 299 2, 379 110 
2. Alcoholic drink— 
a. Beer___. abeeuctend . 571 541 525 508 521 | 94 
b. Wines, spirits, cider, ieee ee =a 213 239 237 220 240 | 100 
3. Tobaceco— | 
é- EER Saree, Pe eee ee meee * 770 674 642 624 635 | 103 
Pipe tobacco, cigars and snuff... _.....--- 140 124 131 130 122 | 102 
4. nen rates and water charges____......---- vs 574 585 598 609 618 | 10 


For notes on the items of this table see p. 62. 
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TABLE 16.—Personal expenditure on consumers’ goods and services revalued at 
1948 prices—Continued 





1946 1947 | 1948 1949 1950 


| 
' 
| 
| 








Price 
. Se La ae eee eee (3 RP Se * index 
in 1950 
£ million | 1948-100 
5. Fuel wi light— | } 
a. Coal....... oe.” Ree ay | ee ene, ee |; 1388; 140] 42] 188] 148] 105 
b. — ReGen bios 05 tte ed teemmcinee ee 69 | 76 | 80 81 90 | 99 
c | GES 73 SRS | eee alee | 83 | 88 | 85 87 | 9) | 108 
Other Rf RES a tae coe | 32 | 34 | 33 | 33 | 35 106 
6. Durable household goods— | 
a. Furniture and ests eed. ae 205 | 265 285 340 7 106 
ce nan cin im a 137 | 154 150 | 151 | 153 | 101 
7. Other household goods— | | | 
“eS Se ees | 11 | 13 14 | 16 | 15 | 133 
b. Soap- at een bane 4l 40 40 45 7 | 102 
c. Other cleaning materials, ete.. pinned 23 | 25 | 29 | 35 40 | 103 
8. Clothing— | | | | 
EO ES ee ee 122 | 146 | 168 | 175 179 | 97 
b. Other clothing: | | | j | | 
(i) Men’s and boys’ wear_.____-..--- | 177 | 197 | 225 | 239 | 260 | 112 
(ii) Women’s, girls’ and infants’ wear_, 391 | 433 460 495 506 | 107 
9. Books, newspapers and magazines— H 
Si RNR Si 0 I a ees ae } 30 } 31 | 33 32 34 | 103 
Mp SION, oct acne b das dnconnagael 52 | 58 | 60 | 65 65 101 
c. Magazines__.___- Ae mange byes ey 27 | 30 | 33 | 39 46 | 104 
ue MAY SE EA a ee ae 140 | 153 | 105 133 158 115 
11, Travel— | 
We I, Sirs i. wa ain vise madame caceanns | 125 | 111 | 107 101 95 100 
ESE gce RS aac aaa ce Ft -) Rt os 241 248 | 101 
12. Communication services- 
Oe ai es es ce a og 33 | 32 |} 32 3! 32 | 106 
b. Telephone and telegraph. ___.__.-.____.-- | 22 | 24 | 25 26 27 | 104 
13. Entertainments— j | | 
a. Cinemas aia aaidtestchbw mata ee ene 121 108 | 112 105 107 100 
Ln Semen Po | 65 66 68 69 68 100 
OR OE Ra $1 90 95 88 RS 105 
SEs SAR I a ac wade sciccensenaccunstinwece acetal 715 | 748 | 750 713 709 | 106 
OR ae ee eT ee nee eS | 334 382 392 407 405 100 
7. Income in kind of the Armed Forces ________--- 128 | 62 39 31 29 | 110 
18. less Foreign tourists’ expenditure in the United | | | 
oo Oe RCS Sele eR SB Salers PNT —-15; —23 |, -33; -43 —55 | 105 
19. Personal expenditure in the United Kingdom___| 7, 821 8, 063 8, 109 8, 260 8,514 105 
20. Personal expenditure abroad - -...............--- 125 | 124 95 100 96 116 
21. NGI ae OE i A RY ccna Tas ena 7,946 | 8,187 8,204 8,360 8,610 105 





For notes on the items of this table see p. 62. 


TABLE 17.—Personal expenditure on consumers’ goods and services (1948=100) 


[Percentages] 





At current market prices | Revalued at 1948 prices 





| 1946 | 1947 | 1949 | 1950 | 1946 | 1947 | 1949 | 1950 











Food . LAARES See a gee eae | 8} 1s} 93! 99] 104 107 
Aleoholic drink ------------- =.=. | 89 | 89 | 94 | 9} 103] 102] 96 | 100 
NN ig ci lace cin baths oper | 78 | 89 | 99 | 101 | 118 | 103 97 98 
Rent, Fates and water charges ______| 92 | 97 103 | 105 | 96 | 9g! 102 103 
eee ea # . 86 | 91 | 102 11] 95 | 100 100 106 
Durable household goods. rps the 69 9} 4] 130] 79 | 96 113 124 
a, household goods. __. ..__.- 75 | 88 | 120 | 131 | 90 94 | 116 123 
Clcthing- 72 | 82 | 112 118 | 8] 91 107 | 111 
Books, newspapers and magazines. - 83 | 94 109 118 | 87 | 94 | 108 115 
Priv a | A Ie : 12 } 140 | 133 | 173 | 133 146 | 127 150 
Trave ‘ di deawadew 84 | 92 101 102 be! ae 101 | 101 
Communication services...-_._____-- 95 | 98 104 109 a) QR 100 104 
a 2 a es 102 | 97 | 97 | 97 103 | 97 97 97 
omestic service............- Sefeaces 81 | 93 96 | 92 R5 | 95 | 93 87 
Other services................-.....- s6/ 94 | 98 | 300} 95! 100 95 95 
Otiver go0ds............. | 79 94 | 104 | 104 | 85 | 97 104 | 103 
Total personal capenditare. .... &4 93 | 104 | 110 | 97 | 100 | 102 105 
. | { | | | { 





The various groups of expenditure are defined in the notes on p. 62. 
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TABLE 18.—Personal expenditure in 1938 and 1948 at 1988 prices 









































1938 1948 1948 asa | Price index 
percentage in 1948 
£ million of 1938 1938 = 100 
Ty 1 Spel a Pr ata Pe he Ge SPE 8 1, 305 1, 334 102 166 
Jee. 285 264 93 289 
I ete Red eo 177 199 112 388 
4. Rent, rates and water charges Be 491 534 109 112 
RE AOR CRE AT RE 197 235 | 119 144 
6. Durable household goods._.-.----..-_-_-. i | 234 184 | 79 236 
7. Other homssholdeoods. ..:... ... 5... 22... 5... 54 50 | 93 166 
Be an Se lene) A eee Signe ad --| 446 407 91 210 
9. Books, newspapers and magazines.__._._._...._.._-| 64 |. 105 | 164 120 
eel | ee eae ees TS 127 53 | 42 | 198 
LR es sal SS a Se eae a -| 163 258 158 | 132 
12. Communication services _- GET RIE SS 29 43 148 133 
pO 0 Se ee Ses ) eee } 64 105 164 171 
BS go, St, SES SS ES See ee } 121 44 36 216 
TO Ne A Pees a Sea 393 488 124 154 
DO, OT I a Co ee ed cones debe nnn we tbdecennen 177 169 95 232 
17. Income in kind of the Armed Forces___. 17 23 135 170 
18. less Foreign tourists’ expenditure in the United | 
IR cn he d= cheat Se Ca ce | —43 | —18 42 183 
j 
19. Personal expenditure in the United Kingdom----_-_. 4, 301 4,477 104 181 5 
20. Personal expenditure abroad _...............--.-.--- 34 37 109 257 ‘ 
a PRE OE I ee 4,335 | 4, 514 | 104 182 








For notes on the items of this table see p. 62. 


























TABLE 19. 
subsidies 
{£ million} 
1938 1946 1947 1948 1949 1950 
Personal expenditure after adjustment for taxes and 
subsidies 
1. Food.. bi cecmetncticaucccccccsseconcccnt © 4,0004--2001-+- 2304 ST are 2, 941 
2. Alcoholic drink............-....... ea gale 177 323 321 341 327 353 
ie eR ee Se) ec 90 159 169 152 152 163 
4. Rent, rates and water charges............__-_----- 366 401 416 444 459 469 
5. Fuel and light _. LEE EE LT OE 196 293 313 341 347 376 
6. Durable household “goods SEE SSE ee oe 231 260 336 348 426 475 
pO Se Se 50 54 64 74 86 95 
8. Clothing-. eee Oe ee meee er ee 438 578 669 787 869 926 
9. Books, new: spapers ‘and magazines. in) didlenaae 64 105 119 126 137 149 
sn I ok anc win cin Gusto wants 4 96 109 80 107 139 
Aa) RE ete ee Bee MER it Stat 151 27 299 326 328 323 
12. Communication services................---------- 26 45 49 52 54 58 
Cp 0 ES ee ee tila iad 52 120 114 120 118 118 
I enn a ae ec oaen 121 77 88 95 91 87 
ne eee er os 385 630 689 707 690 702 
16. Other goods __. heaped oak 173 249 293 295 311 311 
17. Income in kind of the Armed Forces__- 17 116 61 43 35 35 
18. less Foreign tourists’ expenditure in ‘the United 
Oi PERS A ae Se ee a —43 —13 —21 —33 —44 —358 
less Unallocated net indirect tares.........----.-------- —99 —104 —119 —139 —135 —168 
19. Personal expenditure in the United Kingdom after 
adjustment for all indirect taxes and subsidies__ 3,758 | 5,664) 6,204! 6,743] 7,116 7, 494 
20. Personal expenditure abroad - a SRE s 34 121 123 95 105 111 
21, 21. Total Piet sche Pee See gee Fe RT oe eee ee 3,792 | 5,785} 6,417 | 6,838] 7,221 7, 605 














For notes on the items of this table see p. 62. 
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VI. REVENUE BORROWING AND EXPENDITURE OF PUBLIC AUTHORITIES 


TABLE 20.—Central Government revenue account 
{£ million] 






































































! ; 
1938 | 1946 | 1947 | 1948 | 1949 | 1950 
| 
Direct taxes on income | 
1. Income tax... 312 | 1,262| 1,141] 1,227/ 1,385! 1,420 
2. Surtax.._..- 59 75 | 81 99 110 | 116 
3. Profits tax 15 ae 154 257| 264 
4. Excess profits tax a 356 | 255 | 129 | 43 | 13 
iii BN sg oot ceca decucieacauecaccncseeos - —5 | —5 —4 | —S') —5 
DS AGRRINE c EO IEEEE [spree ar een | 386 | 1,723| 1,503) 1,605| 1,790/| 1,808 
Direct tares on capital | | | 
| | 
SA SE a Ip Se Ee 78; 142 163} 180 129 | 182 
S. Goeciel comiritaition........................--....- —-}j;-—- — | 38 64 | 6 
9. War damage premiums... -._...........-.--..----- — | 2 1| 1} — | — 
Se ha ER De AE eee | 78} 144] 164] 214] 253| 188 
Indired taxes | - 
11. Customs and excise duties: | | 
0 | "Eph eS See oe eet 66 | 276 261 | 305 | 286 | 26 
re ND RE ss. hw cco cmasncaeedasoun 41 | 88 95 | 121 115 | 121 
INS oo Caer a. se ek oe 84 | 438 | 542 | 606 | 610 | 613 
ee Cnn aca macecesneenawneant — | 161 | 217 | 300 282 | 299 
i PROMEGA occas cconeausaccancee | 8 55 | 49 | 49 44 44 
ER on rea nu daancoxeawnaasicacavase } — i= | — | 20 26 25 
DRS tas cai is cc acensemeumnenechncuien 138 | 147 | 179 | 171 | 166 | 229 
12, Motor vehicle duties........----.-.-..--.-----.--- 36 | 44 | 50 | 49 53 57 
13. Broadcast receiving licenses. .............-..-..-.- 4) 8 11 | 11 | 12 | 13 
of ee a ener 21 | 35 50 5S | 53 | 52 
15. Post Office surplus —_ AERO 5 See EE NA 11 | 27 21 16 | 14 | 13 
OR Se ee een ere 4) 10 11 | 13 | 12 | 11 
EE ER RE Tr ee 412 | 1,280 | 1,486 | 1,719] 1,673 | 1,743 
ee nooo less cox ceewenensgenkdeaccaus 876 | 3,156 3,153 | 3, 538. | 3, 716 | 3, 739 
j | | | 
Transfers from other public authorities H | 
19. Contribution from the National Insurance Fund | | | } 
towards the cost of the National Health Service.| — a 17 | 42 | 41 
Income from property | | | 
20. Profits and other income from property. _._.....-. 28 29 | 90 120 | 124 138 
iy I igi ai old cecal plidcindansih 904 | 3,185 | 3,243 | 3,675 | 3,882| 3,918 
22. Current expenditure on goods and services-_____..- 433 | 1,953 1,538 | 1,290} 1,502 1,468 
: } | 
Transfers to trading accownt of enterprises | | | 
Oh GI ho xcs elonas a secneseasasucsccamenswcaees | 14 347 | 4238 | 534 | 486 | 444 
| | | j 
Transfers to private current accounts H | 
| | 
24. Social security payments.-_.....................-.. 82 182 | 165 | 160 | 182 | 194 
RE ti REPEL 5 45| 563) 262| 172| 144) 137 
26. National debt interest_.........-.................- |} 8380} 545; 6538 533 | 544 
i ; 
Current transfers to other public authorities | 
| 
27. Grants to local authorities_......_...._...-......-. | 162] 280 301 319 336 352 
28. Exchequer contributions to national insurance | | 
isk htpc once copesstedeionasieaaiiacdens |} 47} 6} 1% 148 148} = 153 
Transfers to capital accounts | | 
29. Payments in respect of war damage claims. -__.-.-- = 131 266 161 193 | 105 
30. Excess profits tax post-war refunds____.......-._.- 147 | 40 15 14 | ll 
31. Capital grants to local authorities 7 3 10 20 15 7 
32. Other capital grants_- | 1 2 3 | 5 10 
33. Payments of compensation, Re aS OORT E _ 2 1 5 | 11 12 
34. Total current expenditure.............-........-.- 1,013 | 4,209 | 3,704; 3,365 | 3,569; 3,437 
Saving 
35. Surplus on current account..............--.-.-.. —109 —1,024 —461 310 313 481 
36. Current expenditure and surplus___.......-- i aca | 904 | 3,185 3,243 | 3,675 3,882 8, 918 





For notes on the items of this table see p. 66. 








l 





56 





416 FEDERAL SUPPLY MANAGEMENT 


TABLE 21.—Central Government capital account 


{£ million] 


Surplus on current account 
Provision for maintenance 
Gross saving 
Public borrowing in the United Kingdom 


Post Office and Trustee Savings Banks 
National Savings Certificates 
Defence Bonds 


3. Other public issues (net 


Increase in fiduciary issue 


Increase in Treasury Bills held outside government de- 


partments and in Bank Ways and Means 
Treasury deposit receipts 
Tax reserve certificates 


Total 
Borrowing from government agencies 


National insurance funds 

Local Loans Fund 

Other extra-budgetary receipts, etc 
. less Sinking fund 


Total 
Receipts from abroad (net 


Gifts from the Governments of Australia and New Zealand 
Net receipts from war disposals, settlements, etc 
Canadian Government interest-free loan 
Newfoundland Government interest-free loan 
Reconstruction Finance Corporation loan 
Drawings on the United States Government line of credit 
Drawings on the Canadian Government line of credit 
South African gold loan 
Loan from the Portuguese Government 
Receipts under the European Recovery Programme 
t. Grant 
4 Loan 
Conditional Aid 
i. Unallocated 
Receipts under the Intra-European Payments Agreement 
less Payments under the Intra-European Payments Agree- 
ment : 
Liquidation of initial debit balances in the European Pay- 
ments Union = anh 
Credit granted to the European Payments Union 
Drawings on the International Monetary Fund 
Devaluation payments 
less Subscriptions under the Bretton Woods Agreement 
Act 7 
Borrowing from the International Monetary Fund and 
Bank 


Potal ‘ ‘ . — 


Receipts available for capital formation and lending at 
home -. + aes tee ; 


Gross capiial formation at home 


Fixed capital formation: 

a. ‘Trading services 

b. Others__- : 
Value of physical change in trading stocks 


. less Sales of surplus stores 


Purchases of existing assets from private ownership 


Total 


For notes on the items of this table see p. 69 


1946 


1,024 
31 


—993 


270 


802 





201 
—21 


149 
130 


19 
—107 
—165 
58 


7 


—38 


1947 


—461 


105 


oO 


328 


970 


263 


28 
142 
—37 
—141 


1948 
310 
36 


346 


O68 
~16 


20 














1949 1950 
313 481 
38 40 
341 521 
47 
24 
12 
— 247 - 
555 661 
639 —347 
— 50 3 
297 52 
162 169 
—7 —5§ 
64 ~ 508 
23 —19 
196 — 363 
16 
36 29 
—] —14 
—3 
~10 —18 
—1 
33 16 
-~20 a 
21 -1 
198 174 
58 3 
61 82 
—16 -21 
12 - 
—58 —38 
—54 
—80 
~ 0 9 
173 _ 
159 42 
196 110 
446 320 
44 44 
99 103 
—19 —132 
—46 —33 
78 —18 
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TABLE 21.—Central Government capital acconnt—Continued 


[£ million] 


1946 1947 1948 1949 1950 


Government lending at home (net) 











79. Loans to local authorities jens Pagcten er aanneh ors 8 202 243 283 252 
80. Advances for coal nationalisation ¢ : : 10 38 31 7 5 
81. Advances under various Acts: 
; Cotton (Centralised Buying) Act..--......-......._-- — - 46 10 16 
¢ Overseas Resources Development Act pat - - 18 16 16 
Cinematograph Film Production (Special Loans) Act_- _ - _- 4 1 
New Towns Act_-_----- : - - ~ 4 3 
Other Acts wks atten — - ~— 6 
82. Loans, ete., included in Ordinary Expenditure ‘ 2y 31 46 44 39 
83. Issues to the National Land Fund.-.................-.....- 50 - ea ee : 
84. Total peicnetas : Sis Rorcoateete 97 271 384 368 338 
: 85. Gross capital formation and lending at home ___- P 59 263 426 446 320 
$ 4 ee eee ne 3 
‘ For notes on the items of this table see p. 69, 
3 TABLE 22.—Local authorities: Revenue account 
: {£ million] 
H 1938 1946 1947 1948 | 1949 1950 
4 1. Indirect taxes... ___.. 211 269 307 317 326 338 
' 2. Grants from the central government 162 280 301 319 336 352 
€ 3. Income from property { 
4 a. Trading profits 22 15 16 1] 5 5 
6, Other... ... 3 5 5 5 5 6 
4. Revenue 398 569 629 652 675 701 
5. Current expenditure on goods and services -____.-- 272 444 501 502 509 53 
6. Housing subsidies 21 24 27 30 33 35 
Transfers to private current accounts 
7. Outdoor relief... .___- 23 15 16 8 
8. School meals_-_-._.-. Aieabithic 15 19 23 29 44 
9. Scholarships. - - - “tee 2 5 7 8 9 10 
10. Debt interest __.- aaa 68 62 63 63 68 67 
Saving 
11. Surplus on current account 12 4 —4 18 27 24 
12. Current expenditure and surplus_. : 398 569 629 652 675 701 
For notes on the items of this table see p. 70. 
TABLE 23.—Local authorities: Capital account 
1938 | 1946 | 1947 1948 | 1949 | 1950 
' 
13. Surplus on current account 12 4 —4 18 27 24 
14. Depreciation allowances S4 93 100 91 90 95 
15. Capital grants from the central government 7 : 10 20 15 7 
16. Net borrowing. __-- 87 81 224 264 268 2&8 
17. Receipts available for capital formation 190 | 181 330 393 400 414 
18. Gross capita] formation: 
a. Trading services ose 46 40 5g 44 34 33 
b. Other 144 141 271 349 366 3a] 
19. Gross capital formation 190 181] 330 393 400 414 
For notes on the items of this table see p. 71. 
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TABLE 24.—National insurance funds: Revenue account 


[£ million] 

















| | 1949 | 1950 
oes | | 
| | | 

1. Contributions from employers___...._....-......-_- | 54 | 84 | 113 | 157 | 195 198 
2. Contributions from employees and others _________- | 55 | 86 119 | 178 238 | 242 
3. Grants from the central Soreeninent Te Sate | 47 | 60 | 136 148 | 148 | 153 
4. Teme TOUR PUGNOIET ij iss ooo tk... -| 9 | 20 | 22 24 | 24 | 33 
5. Revenue------ coe eran rel oan coelinh win er aroe si 165 250 390 | 507 605 | 626 
| | | rere eirecere | meena 

Current expenditure on goods and services | | j 
6. Medical benefit - _- joss 12 19 21 | 12 ~ rae 
7. Expenses of administration... ._-.-...-------.---- 14 | 15 | 17 | 26 | 28 | 26 

Transfers to private current account H 

| 
8. Contributory pensions and allowances. 47 75 | 213 | 261 | 267 | 275 

9. Sickness and maternity benefit___- 22 32 | 31 | 48 | 73 | 7 

10. Unemployment benefit___.....---- Rs 55 26 28 | 23 | 20 | 0 
11. Industrial ~ eames icant se eanieina icine — | | 3 | 12 | 14 
12, [pee SPORE. i262 .5-0<- Se | — oe | ae we’ 1 | 2 

| | } 

Transfers to other public authorities | | 

13. Contribution to the cost of the National Health | 
Service ; : ; ‘ -- ~- — 17 | 42 | 41 

: | 

Saring | | 
14. Surplus on current account.__--------- innit 15 83 80 117 162 171 
15, Current expenditure and surplus_.________- aes 165 250 390| 5071 605! 6m 

| | 








For notes on the items in this table see p. 71. 


TABLE 25.— Subsidies 
{£ million] 


| 1938 | 1946 | 1947 | 1948 | 1949 | 1950 






































Food— 
Ministry of Food’s trading losses____.-...- ey, ee | 285 348 | 443 409 382 
Pe ee a Serene a 19 | 18 | 19 | 16 13 
Subsidies on fertilisers and molasses...............|  — | 6 | 7 11 12 10 
Total food subsidies __- ieee cot Bee | 310 | 37 3 473 [ 437 405 
Less Cost of milk and welfare schemes-....------- — | —-23; —34 —35 | —35 —36 
i~ | | | ———» 
bit ae 282 339 438 | 402 369 
Other— | | | 
Subsidies to agriculture. ._........--- caawaranel nei | 14 | 9 | 10 18 | 25 26 
Trading losses: | | | 
NES ooo. ante atomelninn nat ume aerte — | 11 14 2 = a 
Ministry of Supply -----.--------- inet ieeiee — | ~ 5 | 15 | 10 5 
Weility ebnths Tent cass vss <i k-2 n nd aews sce id 8 | 16 7; -— _ 
Assistance to industry by Ministry of Supply Anns ; — | 7 | 8 | 7 4 3 
Subsidies on fuel re! aa 4 | BE 4 2 1 
Subsidies to civil aviation corpor: 7 eee j— 5 | 14 | 11 9 7 
Subsidies on training and employment-.-_-_-.-..___-- _- 2) 3 | 4 4 3 
Housing subsidies: | | | 
aap ey ane a eee ; — | 11 22 28 30 30 
Local authorities.............-.-.-- a EE TA 21 | 24 | 27 30 33 35 
a ee wee ae ae er 479 
Subsidies paid by the centr: al government............- | 14 | 347 | 438 | 534 486 444 
| ' 








For notes on the items in this table see p. 72. 
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TABLE 26.—Transfer incomes 


{£ million] 


| 1938 1946 1947 1948 1949 | 1950 


Social security benefits 


J 
) 1. Pensions: | 
3 a, Contributory pensions 47 75 213 250 245 252 
; b. Widows’ benefits and guardians’ allowances ~ _ 11 22 23 
c. Non-contributory pensions 47 80 58 27 26 25 
3 d. Tobacco coupons spent by old age ‘pen- 
> sioners : —- — 1 8 10 | 11 
Se” ee Oe eee —_ 51 11 29 48 58 
St A Ee ale a ee ae 94 206 283 325 351 369 
2. Health: | 
a. Sickness benefit _ _---__---- oa ee, 22 32 31 44 64 69 
b. Maternity benefit - seisteaie de aiaeemcume he Fee - 4 9 8 
: : c. Death grant ane ee ee ee Biisionk - | ~— - — 1 2 
: d. Industrial injuries benefit weoan , — — se 3 12 14 
| Total eke PRE : ae 22 32 31 51 86 93 
: 3. Unemployment: 
a. Unemployment benefit___- saeaisuaones 55 26 28 23 20 20 
b. Outdoor relief ek sana Se 23 15 16 8 - - 
"Sp. Dae Sena sah leet ak goatee alas 35 4 3 — - — 
PO iostactihap Ubctiexs cancuvasagucceancaenkt 113 45 47 31 20 20 
4. Other: | 
a. Family allowances __ -__--- a oak 19 58 61 63 64 
6. Milk and welfare foods_...........-..-.-.--} — 28 34 35 35 36 
IN 5s cs Se cena ies eae - 15 19 2 29 34 
Total..... ‘ : ndgiecaipiong xan | 62 111 119 127 134 
Di. 8 OUNRs os canedaen a erere Sead alee mon artnet SE | 229 345 472 526 584 616 


Other transfer incomes | 


6. War gratuities and pay credits. --......._. ~ 229 58 1 - —- 
7. Pay and allowances of members of the Koeia} 
Forces on release leave RARE - 162 35 27 5 1 
8. War pensions and service grants . . | 38 82 82 82 81 79 
9. Post-war income tax credits ‘i , - Of 51 23 18 17 
10. Training allowances. -- ad 9 11 9 6 5 
11. Scholarships and maintenance allowances. at 2 11 19 24 25 24 
12. Grants for Universities, sciences and the arts | 3 7 9 12 15 18 
13. Miscellaneous. 4 4 4 2 3 3 
14. Total Ph ot Sakae F Sunes deumemard ened sratkiaaiesate 47 558 269 180 153 147 
Total transfer i Ee a) eae ere ele 276 903 741 706 737 763 





For notes on the items of this table see p. 72, 
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ALLOCATION OF TAXES 


TABLE 27.—Direct taxes paid in respect of different types of income and property * 


{£ million] 


Pig 
| 1938 | 1946 | 1947 | 1948 | 1949 | 1950 


Tares on income | | | 
| 
Rent of land and buildings: | | | ' 
Income tax... ........ Ree OT eget Kener bec 59 | 122! 108 113; 115] 114 
4, = ee ee ercies 7 8 8 | 10 | M1 |} 1] 
Interest and profits: | 
Ng eas ree cabpibithe sa 207 657 604 | 664 | 791 | 821 
| neciieaiialinahlsbeiladhadsistehatiiasssoncalaeh : 43 52 | 55 67 75 | 79 
Profits tax and excess profits tax (?) AS 15 391 286 283 300 | 277 
Self-employed persons’ national insurance con- 
ED Ee ee 1 <a - - — | 10 26 | 26 
Salaries: | 
Income tax. . papaudash Gham nna wetends Sere 43 | 262 | 228 233 250 254 
Surtax._.- . : . 7 9 15 18 22 24 26 
National insurance contributions . ae 8 31 33 79 105 108 
Wages: 
Income tax ae eS 2 205 179 202 216 | 219 
Surtax ants - _ 
National insurance contributions . 101 135 197 238 292 | 206 
Pay of the Armed Forces: 
NN i a pee etek 2 1 16 22 15 13 | 12 
National insurance contributions Meee | 4 2 8 | 10 10 
Miscellaneous ; : 5 5 —4 | —5 | —5 
Tares on property 
| 
Land and buildings: 
Death duties, corporation and land tax “ 10 19 21 23 25 24 
War damage contributions sh Me bod - 2 1 1}; — 
Interest-bearing securities: (*) 
Death duties and corporation duty ei 20 35 40 44 45 42 
Other stocks and shares: 
Death duties and corporation duty. ._._...-.._-- 33 59 | 68 75 78 76 
Other forms of property: 
Death duties aan Ae Come Sey 15 29 34 | 38 41 40 
Special contribution : ; - — | 33 | 64 6 
Total direct taxes i oe weds 573 | 2,037 | 1,899] 2,154 | 2,476] 2,436 


i u 


(') It will be understood that in the case of mixed incomes the allocation of tax can only be arbitrary. 
Thus, if, forexample, an individual's income is derived both from wages and from interest-bearing securitics, 
the tax payable depends partly on the size of his tax-free allowances and these are calculated with reference 
to his total income and not with reference to its separate component parts. 

(*) Excess profits tax post-war refunds and the income tax thereon are excluded from these figures. 

(?) Government and municipal stocks, bonds, mortgazes and debentures. 


TABLE 28.—Allocation of indirect taxes and subsidies? 


[£ million] 





1938 1946 1947 1948 1949 1950 
Indirect taxes on personal consumption . 578 1, 655 1,919 1,852 | 1,904 
less Subsidies on personal consumption. -.. —35 — 450 —553 — 506 —468 
Net indirect taxes on: | 
Personal consumption , : ‘ 543 1,101 1, 205 1, 366 1,346 | 1,436 
Government current expenditure i 11 29 27 26 27 32 
Gross domestic capital formation................-- 16 35 70 42 | 68 | 78 
Exports of goods and services. _.._....-- : 18 22 26 38 | 39 56 
Total indirect taxes Jess subsidies A men| ce eee - 588 1, 187 1, 328 1,472 | 1,480 1, Gu2 





| | | 

(1) The allocation of indirect taxes and subsidies over the four categories of expenditure (personal con- 
sumption, government current expenditure, exports and cross capital formation) is inevitably to some 
extent arbitrary. The method followed has been to adjust each of the four categories of expenditure for 
taxes and subsidies known to be specific to them; components of expenditure known to contain no general 
indirect taxes (e. g. expenditure on do-restice service, personal and government expenditure abroad, govern- 
ment expenditure on the wages and salaries of civil servants and the Artned Forces) were then deducted 
and the general taxes and subsidies spread pro rata over the remaining parts of gross national expenditure. 
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VII. CapirAL FoRMATION 
TABLE 29.—The financing of gross capital formation 
{£ million] 









































] 
1938 | 1946 | 1947 | 1948 | 1949 | 1950 
1. Surpluses of public authorities: | | 
a, Central government-__.-.......-------- =e —109 |—1, 024 —461 310 | 313 | 481 
Ry, SE RNIN ob rn en cox evan sen nnncans= 12 4 —4 | 18 | 24 
c. National insurance funds-.-._-_---.-...-- : 15 83 80 117 | 162 | 171 
‘Seat 
Ri oe i ie eo ae | —82| —937/ —395| 445/ 502/ 676 
2. less Provision for stock appreciation by non- | | | 
corporate public erterprises___.-...-.-.....---- - —25 —65 |; -—50/ —10} —65 
3. plus Transfers to capital accounts -_---....-.---- 7 304 319 | 204 | 238 | 145 
4. less Taxes on capital. . —78 | —144| -—164|) -—214; -—253 |; —188 
5. Publie authorities’ provision for depreciation and | | | 
maintenance. ---- Z- 90 87 | 95 | 95 | 7 | 102 
6. Additions to reserves for taxes on income. __- 17 | —105 | 206 | IM] 4 118 
7. Total sums set aside through the action of yet | | | | 
ES onc eens ot ob ~ 0% he | —46 —820 6 | 634 | 559 | 788 
8. Provision for depreciation by enterprises $33 | 367 623 690 | 750 | 930 1, 022 
9. Undistributed profits of companies and public | | | 
corporations ___- 172 301 | 450 | 524 487 | 569 
10, less Provision for stock appreciation by companies | | 
and public corporations. - 60 —55 —250 | —135 7}... ==205 
11. Gross persona] saving - -_--- i 222 | 842 | 394 17 358 | 332 
12. Total sums set aside out of domestic receipts 775 | 891) 1,200; 2000, 2,327] 2,506 
13. Gifts and loans from abroad and sums realised by | | | | } 
sale of foreign assets | 70 | 344 | 545 | 30 —30; —229 
14, Gross domestic capital formation.................| 845 | 1,235] 1,835| 2120, 2207| 2,277 








For rotes on the items of this table see p. 73. 


TABLE 30.—Gross domestic capital formation? 
{£ million] 

















196 | 1947 | 198 | 1949 1950 
Capital expenditure on fixed assets: 

Public service vehicles  Setucsscsate wes 14 25 34 42 41 
Road goods vehicles __........--..-- at ae 72 75 71 75 75 
Railway ae RS AER 5 reg ee eS 22 26 30 31 30 
Ships Peuses Ma cdehe ce ceecen picheebeesl 77 &3 75 75 sl 
Aircraft Ria 350 { 16 | 14 25 12 
Plant and machinery and px issenger a A args 440 531 603 641 
Buildings and works. __. woneeenee| (?) 865 | (2) 1,030 605 631 697 
Total CAs eee een 1, 360 1, 482: 1, 577 
Repair expenditure on buildings and works "MS ; eee 560 600 5R5 
Total fixed capital formation. ees ee 1,695 | 1,920 2, 082 2, 162 

Value of phy ‘sical increase in stocks and work in prog- | | | 
REE aS acid shi ‘ . —165 140 | 200 215 | 115 
Gross dom estic capital form: atior * AE TERS BB 1, 235 1. 835 2, 120 2, 297 2, 277 





(‘) For notes on the items of this table see p. 74. 
(?) For 1946 and 1947 repair expenditure on buildings and works is included with capital expenditure on 
buildings and works, 
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TABLE 31.—Capital erpenditure on fired assets 


{£ million] 


1948 1949 1950 
= Build- Build- | Build- | 
(Plant ings we Plant) ings | m Plant, ings | m 
| ete. | and Total ete. a | Total | ete. | and | Total 
works works works 
Agriculture —_—s 56 20 76 50 23 73 52 25 77 
Porestry...2......<< 4 - 1 1 1 1 - 1 1 
Fishing — . ia met a at 
Coal mining 18 6 24 22 8 |} 30 19 G 28 
Manufacturing industry 237 96 333 266 106 | 372 283 122! 405 
Gas 18 7 25 20 8 28 26 10 36 
Flec tricity 69 24 93 80 34 114 91 37 128 
Water 9 4 - 12 12 | 13 13 
Railways_--- 30 11 41 33 11 | 44 32 10 42 
Public service vehicles. 34 34) 42 - 42 41 41 
Road goods vehicles ‘ ‘ 71 - 71; 75 ~ 75 75 | 75 
Roads. - -- ee 6 6 6 6 7 7 
Ships __- 75 75 75 — | 75) 81 81 
Harbours, docks and canals 1 4 5 2 6 8 2 7 9 
Air transport 15 3 18; 26 4 | 30 13 5 18 
Postal, telegraph and wireless com- | | 
munication ; 31 6 37 37 7 44 37 7 44 
Housing 330 330 297 207 300 300 
Education 1 22 23 2 35 37 2 48 50 
Police, prisons, fire service, ete - 1 ] 1 | 1} 2 1 2 3 
Health services 3 6 9 4 6 | 10 4 9 | 13 
Sewerage - 8 8 11 11 — 12 | 12 
Arterial drainage 2 2 3 | 3 4 4 
Local government building _ 5 5 6 6 7 7 
C —— government building | 13 13 11 | | eh ee 11 ll 
B. B. . 1 1 1 1 | 1 1 2 
Other 95 25 120 115 35 150 | 120 50 17 
Total capital expenditure.__..| 755 605 1, 360 | 851 | 631 | 1,482 | 880 697 | 1,577 
For notes on the items of this table see p. 75. 
TABLE 32.—Capital erpenditure in manufacturing industry 
{£ million] 
| 
} 1948 1949 
| _ — 
sant’ Veni Bua Build-| 
| Plant, Vehi-) ings Plant; Vehi-| ings |, 
| ete. | cles | and Total) ‘wte. | cles | and | Total 
| works works| 
Great Britain | 
Bricks, pottery, glass, cement, etc 14 1 5 20 12 2 5 19 
Chemicals and allied trades 3l 3 10 44 47 4; 15 66 
Metal manufacture 26 1 14 41 33 1 18 52 
Engineering, shipbuilding and electrical goods 4] 6 14 61 41 6 15 62 
Vehicles ; 21 3 4 28 19 4 5 2 
Metal goods not elsewhere specified 15 2 4 21 13 2 5 20 
Precision instruments, jewelry, etc 3 - 1 4 2 _ 1 3 
Textiles 30 2 8 40 37 3 11j 51 
Leather, leather goods, and fur-- 2 1 1 | 4 2 1 1 4 
Clothing ‘ . 7 2 3 12 6 2 3 11 
Food, drink, and tobacco 30 10 9 49 3 10 11 52 
Manufactures of wood and cork 4 2 1 7 4 2 1 > 
Paper and printing 19 2 5 26 21 2 3 26 
Other manufacturing industries bay 1 4 13 8 1 3 12 
Government-built factories - -- 11 11 6 6 
Total be 251 36 a4 381 276 40) 103 419 
less Second-hand plant and vehicles —18 —8 —26 | —16 —7 — 23 
Total new capital goods 
Great Britain 233 28 4 355 260 33 103 396 
Northern Ireland 4 2 6 6 3 9 
Total 237 QR o6 361 266 33 106 405 


For notes on the items of this table see p. 76. 
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VIII. THE SociaL ACCOUNTS OF THE UNITED KINGDOM 
TABLE 33.—Production account of the United Kingdom 


[£ million} 





Payments 1938 1946 1947 1948 1949 1950 


1, ravens to factors of production: 











. Wages and salaries and forces’ pay (24)__-- 2,923 | 5,460 | 5,887) 6,471 6, 826 7, 220 
Employers’ insurance contributions (25) 54 84 | 113 157 195 198 
4 Mixed incomes of persons (26) _____ 72 5RS 1, ORB 1,155 1,232 1,291 1,329 
d. Corporate trading profits (15) __.__- 543 1, 237 1, 530 1,649 1,572 1, 795 
e. P-ofits of non-corporate “ lic enterprises 29 53 | 87 79 72 84 
jf. Net rent , 416 438 456 | 470 483 496 
Total é are 4, 553 8 360 | 9, 28 10, 058 10, 439 | 11,12 
erie ie eee for stock appreciation by: 

Persons (21) 20° —20 —35 — 85 —-% —R0 
h Companies and public corporations (13a) 60 —55 —25C —135 —7 — 205 
c, Other public enterprises (48) - : — | —2) +65 —5h0 | —10 —65 
Total Leh eee ‘ 80 —100 —350 — 250 —4() —350 
3. Provision for depreciation (50) : : 457° 710 7R5 845 1, 027 1,124 
4, Indirect taxes (37) 623 1,558 | 1,793 | 2.036} 1,999 2, 081 
5, Purchases from abroad (56a) 925 1, 230 1, 740 1, 980 2.179 2. 584 
K Total ; 4 6, 638 . 758 13,196 | 14,669 15, 604 16, 561 

Feceipts 1938 1946 1947 1948 1949 1950 


7. Sales to: 


a. Persons (18a) 7,499 | 8.109% 8 462 8, 930 
b. Public authorities (30a 1. 780 1, 692 1,911 1, 904 
c. Capital accounts (40) 1, 835 2, 120 2, 297 2, 277 


Total 11,114 | 11,921 | 12,670) 13,111 


8. Subsidies ¢ 31a). 





465 564 519 479 
9. Sales at broad ( 1,617 2. 184 2, 415 , 971 
10. Tots l " 6,638 | 11,758 13,196 | 14,669 | 15, 604 16, 561 


For notes on the items of this table see p. 


TABLE 34.-—-Corporate income appropriation account 


{£ million] 





Payments 1938 1946 1947 1948 149 | 1950 
11. Dividends and interest 569 767 853 874 891 | 918 
12. Provision for taxation j 
a. Payments (35a 92 579 436 520 492 685 
hb. Additions to tax reserves (46a 5 —32 205 161 —43 92 
13. Undistributed profits 
a, Provision for stock appreciation (2h —fit) 55 250 135 7 205 
b. Additions to free reserves (44) 232 246 200 389 480) 36 
14. Total R38 1,615 1, 944 2, 079 2, 027 2, 264 
Receipts 1938 1946 1947 1948 1949 | 1950 
15. Corporate trading profits (1d ’ 543 1, 237 1, 530 1, 49 1 § 1, 795 
16. Other corporate income 295 78 414 430 469 
17. Total SOS 1, 615 1, 044 2, O79 2, 027 2, 264 


For notes on the items of this table see p. 78 
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TABLE 35.—Current account of persons 
{£ million] 








1938 | 








































































































Payments 1946 | 1947 | 1948 | 1949 1950 
18. Purchases of goods and services from: 
@. Home production (76); .. ...-....-23-2.- 4... 4,301 | 6,765 | 7,499} 8,109 | 8,462 8, 930 
OE CD hi ete tata ee 34 121 123 95 105 lll 
Personal consumption._....-...--..----- 4,335 | 6,886} 7,622} 8 204| 8,567 9, 041 
RE SEE Eis BS ht AMEE (dE SS Ee ENE 
19. National insurance contributions (36) _.........--} 109 171 232 335 433 440 
20. Provision for taxes on income: | 
i, Pape Gee) 2 ec ok ec 204 1, 144 dan 1, O85 1, 098 1, 123 
b. Additions to tax reserves (466)__...-..-.-_.- 12 —73 —7 28 26 
21. Provision for stock appreciation (2a)... ...-..----- —20 20 35 65 23 80 
22. Gross personal saving (45)... -.-..---.-............ 222 842 394 317 358 332 
Oe We ee Lae ie ees 4,952 | 8,989 | 9,351 9,999 | 10,507 | 11,042 
Receipts 1938 1946 1947 1948 1949 1950 
24. Wages, salaries and forces’ pay (1a)___......__.--- 2,923 | 5,460 | 5,887 | 6,471 | 6,826 7, 220 
25. Employers’ insurance contributions (16)_........-- 54 84 113 157 195 198 
26. Mixed incomes of persons (ic) _------ } 588 1, 088 1, 155 1, 232 1, 291 1, 329 
27. Rent, dividends, and interest received less interest | 
paid eS 1,454 | 1,455 1, 433 1, 458 1, 532 
28. Social security benefits, ete. (316)....----------__- 276 903 741 706 737 763 
et eel ae ate | 4,952 | 8, 989 | 9,351 | 9,999 | 10,507 | 11,042 
For notes on the items of this table see p. 78. 
TABLE 36.—Current account of public authorities 
[£ million] 
oie Fee a ea | | | 
Payments 1938 1946 | 1947 | 1948 1949 1950 
SO eter yi —————| 
30. Purchases of goods and services from: | | 
a. Home production (76) _.........-----.------ 719 | 1,958 ah 1, 692 1, 911 1, 904 
D) PR UD a echiScdeeitectnc ti oe Sac 12 | 473 7 | 138 1 121 
Public consumption.............--------- 731 | 2,431 2,077 | 1,830 | 2,030] 2,025 
31. bear = to private current accounts: | 
tS Se eee See? 35 | 371 465 564 519 479 
b Social security benefits, etc, (28).....------- 276 | 903 741 706 737 763 
“ee Se ee Se + a ee 291 | 592 608 601 601 611 
32. Transfers to private capital accounts Jess taxes on | 
Lt RES: AS ee ae —71 | 160 155 —10 —15 —43 
33. Current surplus (47). _.............--------------- —82 | —937 | —385 445 502 676 
SS RE LE AS TAOS | 1,180} 3,520 | 3,661 | 4,136) 4,383 | 4,511 
| | 
Receipts 1938 | 1046 | 1947 | 1948 | 1949 | 1950 
35. Direct taxes on income paid by: | | | | 
a. Companies and public corporations (12a) - --| 2 | 579 | 436 | 520 692 | 685 
PER Ae saan” «lady eepetahn AaaROe Ee | 294 1, 144 1,067 | 1,085 | 1,098 | 1,123 
36. National insurance contributions (19) -.....-.----- } 109 | 170 | 232 335 433 | 440 
ue 8 RN eR Ce 5 ee ee | 623 | 1,558) 1,793 | 2,036 1,999} 2,081 
38. Income from property... ...-..--.- ware hades es 62 69 | 133 160 | 161 | 182 
th ea ee ee | 1,180 | 3,520 | 3,661 | 4, 511 


4, 136 | rire 





For notes on the items of this table see p. 78. 
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TABLE 37.—Combined capital account 


[£ million] 





Payments | 1938 | 1946 | 1947 | 1948 | 1949 | 1950 








40. Purchase of goods and services from home produc- | 


























tion (gross domestic capital ra eet aS 845 1, 235 1,835 | 2,120 | 2, 297 | 2,277 
41. Net investment abroad (58) - be = ad Ey | —344 | —515 108 | 184 | 368 
42. Less net grants from abroad (54).......----------_- ete ae —30 | —138 | —154 | —139 
i ees tre Tate Chis or mth ay is | 775| 891 | 1,290 | 2,090 0| 2 2,327 | 2, 506 
ji G RUT aaa Faas aneall TS 
Receipts | 1988 | 1946 | 1947 | 1948 | 1949 | 1950 
| | | 
44. Additions to corporate free reserves (13b)-._______. } 232 | 246 | 200 389 | 480 | 364 
45. Gross personal saving (22).........-.-------------. | 222] 842 304; 317} 358] 332 
46. Additions to tax reserves by: | 
a. Companies and public ee (12b)___| s| —a2| 205 | 161 | —43 | 92 
b. Persons (20b) -| 12; —73| 1 —-7 28 | 26 
47. Current surplus of publie authorities (33). | —82 | 937 —385 | 445 | 502 | 676 
48. Less provision for stock appreciation by ail | | 
corporate publie enterprises (2c). } — | —25 —65 —-50) —10) —65 
49. Transfers by public authorities to stnbinats capital | | | | } 
accounts less taxes on ¢ apital (32) __- ---| —T71 | 160 | 155; —10;) —15 —43 
50. Provisions for depreciation (3)_.-..........-..---- | 457 710° 785 m 845 | | 1,027 1,124 
Si a rot ie (ssa wa bbbDité wide cteaasdad 775 | 891 | 1: 290 | 2, 000 | 2, 327 2, 506 
| | | 





Fo ;snotes on the items of this table see p. 80. 


TABLE 38.—Current account of rest of the world with the United Kingdom 


{£ million) 





Payments | 1938 


| 
| 
| 
| 
| 








. Purchases from United Kin ain production (9): | 
1, 135 1, 583 1,818 | 2,221 











a. Merchandise - ; ee 533 | 905 | 
b. Shipping services. a Re ES) ae 8 Maine anes 250 275 305 
c. Tourism 28 | 13 | 21 | 33 44 58 
d, Other services (net) | 77 144 | 134 222 242 | 358 
é. Payments in respect of war disposals, settle- | } } 
ments, etc _ 201; 129 96 | 36 | 29 
53. Interest, profits, dividends and rent paid to the | | | 
United Kingdom 205 | 154 | 174 179 | 191 223 
54. Net grants, etc., to the U /nited Kingdom (42). ! - —s 30 | 138 14 139 
pete oa Scors eat acl SES RARE SEs Sie naa es, 
55. Total. - | 943. | 1,583 | 1,821) 2, 501 | 2, 760 | | 3,343 
Receipts | 19388 | 1946 | 1947 | 1948 1949 1950 
56. sae to the United Kingdom: | | 
Production (5) ; | 925] 1,230} 1,740! 1,980} 2,179| 2,584 
b Persons (1£6) | 34 | 121 | 123 | 95 105 111 
c. Publie authorities (300) - 12 | 473 | 297 138 128 121 
. Property income, etc., received from the United | | | | 
Kingdom _ . 42 103; 176) 180) 164 159 


58. Net investment by the U inited Kingdom (41)... | a | —344 | —d15 | 108 184 368 





50. Total. AEG A Ss een es O43 | 1, 583 | 1,821 | 2, 501 2, 760 3,343 


For notes on the items of this table see p. 80. 
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[Appendix to Tables 1-88] 
NOTES ON THE TABLES 
I. NATIONAL Propuct, INCOME AND EXPENDITURE 


Table I. Gross National Product 

The gross output of an industry, in the sense in which the term is used here, 
is the value added by that industry to the goods and services which it buys. 
In other words, it consists of the total value of goods and services produced 
by that industry (free of duplication) less purchases from other industries and 
from abroad. It is thus “gross” only in the sense that it is measured before 
deduction of provision for depreciation. 

The definition of branches of activity is derived from the Standard Industrial 
Classification, the unit of classification being the establishment in which the 
work is carried on. In this latter respect the basis of classification is similar 
to that of table 7 (the national wage bill) but different from that of table 8 
(company profits) (see notes to table 8). 

1. Agriculture, forestry and fishing.—The gross output of agriculture, horti- 
culture and direct retailing of farmers with holdings of one acre or more, to- 
gether with the gross output of forestry and fishing as defined in the Standard 
Industrial Classification (Order I). 

2. Mining and quarrying.—Order II of the Standard Industrial Classification. 

-3. Manufacturing —Orders ILI-XVI of the Standard Industrial Classification. 

4. Building and contracting—Order XVII of the Standard Industrial 
Classification. 

5. Gas, electricity and water.—Order XVIII of the Standard Industrial 
Classification. 

6. Transport and communication.—Order XIX of the Standard Industrial 
Classification. 

7. Distributive trades —Order XX of the Standard Industrial Classification, 
Includes also the gross output, as measured by their trading profits, of British 
companies engaged in the extraction, refining, and distribution of oil overseas. 

S. Other services.—Orders XXI, NXIIT and XXIV of the Standard Industrial 
Classification, other than public health and educational services shown separately 
as item 12, domestic services to households shown separately as item 13 and 
services to private non-profit-making bodies serving persons, shown sepurately 
as item 14. 

9. Ownership of dwelling-houses.—The services rendered by privately-owned 
dwelling-houses are measured by their gross rents as assessed to income tax. 
Those rendered by dwelling-houses owhed by public authorities are measured by 
the sum of rents paid and housing subsidies (see notes to table 25). 

11. Public administration and defence.—Order XXII of the Standard Indus- 
trial Classification. 

12. Public health and educational services.—Health and educational services 
provided by the central government and local authorities, valued at the total of 
Wages and salaries and employers’ insurance contributions in respect of the 
staffs employed. 

13. Domestic services to households.—These services are here measured by 
the wages paid by persons to domestic servants, together with employers’ insur- 
ance contributions paid in respect of them. 

14. Services to private non-profit-making bodies.—The wages and salaries, 
together with employers’ insurance contributions, of the staff employed by pri- 
vate non-profit-making bodies serving persons (e. g. charities, the Universities, 
social clubs, ete.) 

15. Gross domestic product at factor cost.—The total of value added, or income 
and depreciation allowances generated in the United Kingdom. The earnings 
of British firms in the oi], shipping and insurance industries operating abroad 
are included in domestic output. In the previous White Paper of this series 
(Cmd. 7938) this concept was called the gross national product. 

16. Net income from abroad.—This equals interest, profits, dividends and 
rent paid by the rest of the world to the United Kingdom Jess property income, 
ete., paid by the United Kingdom to the rest of the world (equal to item 55 less 
item 57 of table 3S). 

17. Gross national product at factor cost.-—As defined here, this term includes 
net income from abroad. Inthe previous White Paper in this series the term was 
used to describe what is here called the gross domestic product (item 15). 
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Table 2. National Income and Depreciation 
1. Wages.—See note to item 1 of table 3, 


2. Salaries.—See note to item 2 of table 3. 

3. Employers’ insurance contributions.—See note to item 4 0 ftable 3. 

4. Professional earnings.—Vrofessional earnings are here defined in the same 
way as they were in the legislation relating to the excess profits tax. They 
exclude, that is to say, all the profits of business consisting wholly or mainly 
in the making of contracts on behalf of others or in the giving of commercial 
advice relating to contracts. Apart from this exception, they include all the 
earnings, assessable to income tax under Schedule D of individuals and partner- 
ships from the carrying on of professions where the profits made depend wholly 
or mainly on personal qualifications. 

Thus, this item includes the earnings of doctors, dentists, lawyers, artists and 
journalists, for example, but excludes the profits of brokers, auctioneers and 
estate agents. 

5. Income from farming.—This item consists of the income from agriculture, 
horticulture and direct retailing of farmers with holdings of one acre or more. 
It represents the reward of the manual and managerial labour of farmers and 
their wives and the return on their capital. Income from the ownership of land 
and buildings is excluded from this item, but forms part of item 9. 

It is estimated that in 1938 about £3 million ef the total, and in 1950 about 
£11 million, went to “spare-time’ farmers and others not mainly engaged in 
commercial farming; the remainder was in each year divided between roughly 
360,000 full-time farmers. 

The figures have been derived by subtracting from the value of the gross 
product of agriculture (reckoned after the elimination of duplication due to 
inter-farm sales) the various items of cost: rent of land, wages and salaries, 
purchases from other industries or from abroad and provision for depreciation 
of equipment. It is believed that, in the peculiar circumstances of agricuiture,, 
this indirect method gives a more accurate answer than any alternative method. 
The estimates were made originally for the crop years June to May; the figure 
given in the table for the callendar year 1948 includes five-twelfths of the income 
earned in the crop-year 1947—-S and seven-twelfths of the income earned in the 
crop-year 1948-9; similarly for other years. 

6. Profits of other sole traders and partnerships.—This item includes, in 
principle, all the profits assessable to income tax under Schedule LD and (in 
1988 and 1946) to excess profits tax, of unincorporated enterprise, i. e. sole 
traders and partnerships, other than the profits shown separately in items 4 and 
5 above. The estimates published in Cmd. 79338 have been considerably revised. 

7. Trading profits of companies.—See notes to table &. 

8. Operating profits of public enterprises—The sum of items 9 and 10 of 
table 6. 

9. Rent of land and buildings.—The income, before deduction of mortage 
interest, from the ownership of land, houses, etc., assessable to income tax 
under Schedule A, after deduction of allowances for maintenance and repairs, 
together with excess rents assessed under Schedule D. Incomes not taxable 
because their recipients are persons below the effective income tax exemption 
limit or non-profit-making bodies (e. g. charities, colleges) are included. Premises 
occupied by their owners are treated on the same basis as rented premises. The 
net rent of dwelling-houses owned by local authorities are defined as the rents 
received by the authorities, less provision for maintenance and amortisation of 
housing debt, plus housing subsidies as defined in the note to table 25. In 
previous papers the net rent of local authority houses was measured by their 
net value for income tax under Schedule A. 

10. Depreciation: a. initial allowances.—The allowances instituted by the 
Income Tax Act, 1945, in respect of capital expenditure on (a) plant and 
machinery, and (%) the construction of new industrial buildings. The initial 
aliowance for expenditure on plant and machinery was originally fixed at 20 
per cent. of the expenditure and the allowance for expenditure on new industrial 
buildings at 10 per cent. of the expenditure. In both cases the allowances could 
be claimed for expenditure subsequent to 6th April, 1944. Under the Finance 
Act, 1949, the initial allowance for expenditure on plant and machinery was 
increased from 20 per cent. to 40 per cent. for expenditure incurred on or after 
6th April, 1949. 

b. Other allowances. Wear and tear allowances and renewals allowances 
granted to companies and non-corporate enterprises in the calculation of net 
income for purposes of taxation; provision for depreciation made by public 
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enterprises} maintenance and repair of way and works on the railways; repairs 
allowances granted under Schedule A in calculating the net annual value of real 
property (land and buildings) ; provision for depreciation by the Post Office ; 
provision for repairs to houses owned by local authorities and the repayment 
of housing debt, and the provision for amortisation of temporary houses; the 
estimated depreciation of agricultural plant and machinery; and payments for 
insurance of fixed assets against damage by fire, ete. 

12. Profit on appreciation of stocks—This represents the amount by which 
the change of value of stocks (i. e. the balance-sheet value of stocks and work 
in progress at the end of the year less the balance sheet value at the beginning 
of the year) exceeds the value of the physical change in stocks and work in 
progress (i. e. the change in value if stocks at the end and at the beginning 
of the year are valued at constant prices—the mean of the replacement costs at 
the beginning and at the end of the year). 

This amount enters into “profit” as normally understood. The normal ac- 
counting practice in reckoning trading profit is to include among the credits to 
trading account the value, as shown in the balance sheet, of goods in stock and 
work in progress at the end of the year and to include among the debits the value, 
as shown in the balance sheet, of goods in stock and work in progress at the 
beginning of the year. In other words the value of closing stocks is classed as 
a “sale” to operations in the following year and the value of opening stocks as a 
“nurehase”’ from operations of the previous year. Trading profit is therefore 
equal to sales minus purchases plus any increase (or minus any decrease) in the 
balance sheet values of stocks and work in progress. 

The value of closing stocks may exceed the value of opening stocks because the 
quantity of goods in stock has increased, because the unit value of goods in stock 
has inereased, or because of a combination of both factors. The element of stock 
appreciation equals the difference between the increase in book value and the 
value of the additions to goods in stock and work in progress. In making the 
estimates given in this paper increases in quantity have, in principle, been 
valued at the mean of the replacement costs at the beginning and end of the year. 

The paucity of information on the extent and nature of changes in the value 
of stocks renders the estimates, both of stock appreciation and oi changes in the 
physical volume of stocks, highly precarious. 

14, 15, 16, 17, and 18. Services to public authorities —Wage-earners include 
industrial staff who cannot be classified under particular branches of production 
and trade, together with messengers and attendants employed by the central 
government and operatives and domestic staff employed in the non-trading 
services of local authorities and by the various bodies operating the National 
Health Service. Salary-earners include the non-industrial staff of the central 
government, except for messengers and attendants, and the administrative, 
technical, professional and clerical staff employed by local authorities and by 
various bodies operating the National Health Service. Item 18, depreciation, 
includes provision by local authorities for repayment of debt incurred in respect 
of Rate Fund (i.e. non-trading) services, and expenditure by local authorities and 
the central government on road maintenance and the renewal of fixed assets. 

20 and 21. Services to households and private non-profit-making bodies.— 
Equal, taken together, to the total of items 13 and 14 of table 1. 

24. National inrome and depreciation after deduction of stock appreciation. — 
Equal to the gross national product at factor cost (item 17 of table 1). 


Table 3. Disposable Income and Depreciation 

Disposable income is defined as income available for current expenditure on 
goods and services. The table shows how the distribution of income among 
factors of production arising from economic activity, which is detailed in table 
2, is modified by transfers of income such as taxes and subsidies, dividends and 
interest payments. 

1. Wages.—This item, the same as item 1 of table 6, represents gross earnings. 
A description of the classes of workers covered is given in the notes to table 7. 
The estimates include an allowance for the income in kind (food, lodging, ete.) 
of, e. g. domestic servants, farm workers and miners. The estimates of personal 
expenditure on consumption at market prices (table 15) include a similar 
allowance. 

2. Salaries.—This item, the same as item 2 of table 6, includes company 
directors’ fees and, in principle, untaxed allowances of salary-earners. The 
reg ‘ation of salary-earners from wage-earners is discussed in the notes to 
table 7. 
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3. Pay and allowances of the Armed Forces.—This item, the same as item 3 of 
table 6, comprises: (a) the pay and cash allowances of, and the cost of issues of 
food and clothing to, members of the Armed Forces and auxiliary services, other 
than those on release leave; (b) the pensions and retired pay of former members 
of the Armed Forces other than pensions awarded for death or disability attrib- 
utable to war service. 

4. Employers’ insurance contributions.—The contributions of employers to 
the National Insurance Fund and the Industrial Injuries Fund and for the 
period before 5th July, 1948, to the Unemployment Fund, the various National 
Health Insurance Funds, and the Contributory Pensions Scheme. In previous 
papers in this series these contributions have been treated as an indirect tax. 
In this paper they are treated as a direct tax on income and so form part of the 
national income. This treatment follows the prevailing international practice. 

5. Mixed incomes.—The total of items 4, 5 and 6 of table 2. 

6. Rent, dividends and interest received by persons.—The estimated receipts 
by persons resident in the United Kingdom (including non-profit-making bodies 
and the life funds of insurance companies) of income from the ownership of 
land and buildings, dividends on ordinary and preference shares in British com- 
panies, debenture interest, co-operative societies’ interest and dividends on 
sales, interest on public authorities’ debts (including the increase in interest 
accrued on National Savings Certificates), dividends and interest on foreign 
securities, building society and bank deposit interest, Icss interest paid. It is 
the same as item 27 of table 35. 

7. Transfer incomes.—These are shown in detail in table 26. 

8. Direct taxes paid.—Payments by persons and non-corporate enterprises of 
income tax, surtax and (in earlier years) excess profits tax, together with em- 
ployees’, employers’ and self-employed persons’ national insurance contribu- 
tions. Equal to the sum of items 19 and 20a of table 35. 

9. Provision for appreciation of stocks.—The estimated share of farmers and 
other sole traders and partnerships in the profit on appreciation of stocks (item 
12 of table 2). The estimate is subject to a considerable margin of error. 

10. Personal disposable income.—The income available to persons for current 
expenditure on goods and services. Equals the sum of such expenditure (item 1 
of table 4), the excess of tax liabilities over tax payments, and gross personal 
saving. 

11. Trading profits of companies and public corporations.—For profits of com- 
panies see notes to table 8. Public corporations are defined in the note to item 9 
of table 6 

12. Other corporate income.—Receipts by companies (including banks) and 
public corporations of public debt interest, income from the ownership of land 
and buildings (including an imputed income for owner-occupied premises), in- 
terest and dividends from abroad and the profits of British companies (other 
than those engaged in the insurance, shipping and oil industries) operating 
abroad. Companies’ receipts of dividends or interest from other companies are 
excluded from this item. Companies’ receipts of dividends from public corpora- 
tions and public corporations’ receipts of dividends and interest from companies 
are included. This item differs in content from the corresponding item in Cmd. 
7933 since it now includes mortgage interest and investment income of building 
societies. 

13. Dividends and interest paid —Includes (a) the payments by public corpora- 
tions of interest on stock and, in the case of the National Coal Board, of interim 
income; (0b) payments (before deduction of income tax) of company dividends, 
debenture interest, dividends on sales, and deposit interest to persons (including 
sole traders and partnerships), public authorities or non-residents. Payments 
by one British company or co-operative society to another British company or 
co-operative society are excluded from this item as are the corresponding receipts 
from item 12. This item differs in content from the corresponding item in Cmd. 
7983 since it includes interest paid by building societies and also the taxes paid by 
British companies to foreign governments. 

14. Direct taxes paid.—Profits tax, excess profits tax and income tax paid by 
companies and public corporations less income tax deducted at source when divi- 
dends and interest are paid. 

15. Provision for appreciation of stocks ——The estimated share of companies 
ret public corporations in the total profit on stock appreciation (item 12 of 
table 2). 

17. Direct tar.—The sum of items 8 and 14. 
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18. Transfers to persons.—The same as item 7. 

19. Indirect tares.—Equals item 37 of table 36. 

20. Subsidies.—These are shown in detail in table 2 

21. Income from property.—This item is made up of the amounts transferred 
from non-corporate public enterprises. (see note to item 10 of table 6), direct 
taxes paid by non-residents of the United Kingdom and receipts of rent, dividends 
and interest (including national debt iterest paid to the national insurance funds 
and debt interest paid by local authorities to the central government). It is 
the same as item 38 of table 36. 

29. Provision for appreciation of stocks-—-The share of non-corporate public 
enterprises in the total profit on stock appreciation (item 12 of table 2). 

23. Debt intercst.—The total national debt interest, whether part of the Per- 
manent Debt Charge or not, and including the increase in interest accured on 
National Savings Certificates plus total interest on local authorities’ debt. It is 
the same as item 3le of table 36. 

24. Disposable revenue.—The amount of revenue available for expenditure by 
public authorities after payment of current transfers, but before taxes on capital. 
Mquals current expenditure on goods and services (item 30 of table 86), plus net 
transfers to capital accounts (item 32 of table 36) plus their current surplus 
(item 33 of table 86) less provision for appreciation of stocks (item 22 of table 3). 

26. Depreciation —The sum of items 10 and 18 of table 2. 

27. Disposable income and depreciation.— Equals national income and deprecia- 
tion after deduction of stock appreciation (item 24 of table 2) plus indirect taxes 
less subsidies. 


D. 


Table 4. Gross National Expenditure 

1-10. Personal consumption.—The money value of all consumers’ goods and serv- 
ices either bought by individuals and non-profit-making bodies or received by 
them as income in kind. A further analysis in greater detail is given in table 15. 
Item 7 equals the sum of items 9, 16 and 17 of table 15. Item 9 equals the sum 
of items 12, 18, 14, 15, 18 and 20 of table 15. 

11-14. Public authorities’ current expenditure—These items represent expendi- 
ture by the central government, local authorities and the national insurance 
funds arising from a direct demand for goods and services, They exclude trans- 
fer payments, loan repayments and payments to sinking funds, etc., by the cen- 
tral government. Loan repayments and payments to sinking funds by local 
authorities on rate fund account are included in lieu of depreciation allowances as 
part of the eurrent cost of providing the services. Payments of subsidies are 
excluded: so also are the costs of services sold to the public and not made freely 
available. Expenditure on the formation of new fixed capital assets is excluded 
and included in gross capital formation below. 

Item 14 equals the sum of items 30a and 30b of table 36. Items 11, 12 and 
13 are respectively equal to item 22 of table 20, item 5 of table 22 and items 6 
and 7 of table 24, 

15-20. Gross domestie capital formation.—This item is composed of total 
expenditure on fixed capital and its upkeep (i. e., new additions and replace- 
ments), expenditure on repairs (including war damage repairs) to buildings, 
highways and bridges, and the value of the increase in quantity of stocks and 
work in progress. Its content is further defined in the notes to tables 30 and 32. 
Item 16 is equal to the sum of the first five items of table 30. 

21. Net investment abroad.—Equal to item 58 of table 38. 

22. Net grants, etc. from abroad.—Equal to item 54 of table 38. 

23. Overseas surplus or deficit—The balance of current transactions of the 
‘nited Kingdom with the rest of the world, as defined in the White Paper on 
the Balance of Payments (Cmd. 8201). 


os 


II. Gross DoMESstTIC PRODUCT 


Table 5. Gross Domestic Product 

In this table the estimates of gross output of various branches of activity 
given in table 1 are divided between (a) wages and salaries and (b) profits, 
rents and depreciation. 


The figures for “wages and salaries” 


include employers’ insurance contribu- 


tions, directors’ fees and (under “services of public authorities”) the pay and 
allowances of the Armed Forces. “Profits, rents and depreciation” excludes the 
profit on stock appreciation (item 12 of table 2): it includes the whole of the 
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earnings of farmers, professional earnings and the profits of otber sole traders 
and partnerships. 

The sums included for wages under the heading ‘wages and salaries” are 
equal to those given for the relevant branches of activity in table 7. The sums 
included for company protits under the heading “profits, rents and depreciation” 
on the other hand, differ from the figures given in table 8 for the branches of 
activity bearing the same names, both because of the exclusion of stock appre- 
ciation and because of the different basis of the industrial classification (see 
notes to table 8). 

The division of profits, rents and depreciation between the various branches 
of activity is only an approximate estimate; in particular, the estimates both 
of the amount of the deduction for stock appreciation and of its allocation be- 
tween industries are precarious. Further, the distribution of profits in 1950 
is less reliably known than for the earlier years. 


III. THE COMPOSITION OF THE NATIONAL INCOME 


vable 6, National Income and Depreciation by Distributive Shares 

Items 1 to 4 are the same as the corresponding items of table 5, and items 
5-S and 11 the same as the corresponding items of table 2. 

9. Trading profits of public corporations.—The trading profits, after deduc- 
tion of provision for depreciation but before deduction of interest, provision 
for taxation or provision for amortisation of debt, of the National Coal 
Board, the British Electricity Authority and Area Blectricity Boards, the 
Central Electricity Board (before its absorption into the British Electricity 
Authority), the British Transport Commission, the London Passenger Trans- 
port Board (before its absorption into the British Transport Commission), 
the Gas Council and Area Gas Boards, the North of Scotland Hydro-Electric 
Board, the British Overseas Airways Corporation, British European Airways, 
British South American Airways, the Raw Cotton Coumission, Cable and 
Wireless, the Ulster Transport Authority and the Electricity Board for Northern 
Ireland, together with the annuity paid to the Exchequer by the Bank of England. 

10. Profits of other public enterprises—The trading protits of the Board of 
Trade and the Ministry. of Supply, and the interest carried as a notional 
charge in the commercial accounts of government trading branches, plus the 
trading profits of United Kingdom-Doiminions Wool Disposal Limited (Joint 
Organisation), of local authorities, the Port of London Authority, and the 
Mersey Docks and Harbour Board. 

13. Net income from abroad.—The same as item 16 of table 1. 

15. Provision for appreciation of stocks.—The same as item 12 of table 2. 

léa. Depreciation: initial allowances.—The same us item 10a of table 
The figure for 1946 includes initial allowances on expenditure between April 
1944 and 1946. 

16). Depreciation: other.—The sum of items 106 and 18 of table 2. 


Table 7. National Wage Bill 

This represents the total gross cash earnings of wage-earners, inclusive of 
bonuses and paid holidays, together with remuneration in kind (e. g., coal free 
or at concessionary prices for coal miners, food and lodging for domestic ser- 
rants) before any deductions are made for income tax or employees’ insurance 
contributions. 

For manufacturing industries, mining and quarrying and gas, water and elec- 
tricity, the deiinition of wage-earners corresponds to that used for “operatives” 
in the Census of Production; and for other industries the division of total num- 
bers employed between wage-earners and salary-earners has been made, as far as 
is possible with limited data, consistent with this. The term wage-earner thus 
covers factory workers, operative Workers in transport such as dvivers and 
conductors, storemen, warehousemen, porters, messengers, postmen, waiters, 
cooks and domestic servants. 

Conversely, the te:m salary-earner covers all those engaged in a elerical, 
technical, professional or managerial capacity, or who are attached to un 
office, such as commercial travellers and canvassers. All shop-assistants are 
treated as salary-earners, All policemen and all firemen are also included among 
salary-earners. Members of the Armed Forces are treated as an entirely separate 
category. It is emphasized that the distinction between wage-earners and salary 
earners is not based on the distinction between employees paid weeklv or 
monthly or on the amount of money earned, but upon occupation 
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The industrial grouping in table 7 follows that of the Standard Industrial 
Classification. As explained in the note to table 8, this grouping is not com- 
parable with that of company profits despite the similarity of titles. 

The estimates of the national wage bill given here differ from those in Cmd. 
7933 in two respects. First, they have been revised in the light of the revised 
numbers of insured employees published by the Ministry of Labour and of data 
published by the Board of Trade for industries covered by the Census of Pro- 
duction. Secondly, estimates of wages paid in public administration have been 
reduced as the result of a reconsideration of the division of total numbers 
employed between wage-earners and salary-earners. 


Table 8. Company Profits 

The term “company profits” as used here covers the trading profits of com- 
panies and other corporate bodies operating in the United Kingdom (including 
the surpluses, before deduction of interest or dividends on sales, of co-operative 
societies) and the profits of companies in the oil, shipping and insurance indus- 
tries, whether earned in the United Kingdom or abroad; the profits of other 
companies operating abroad are excluded. The profits of companies engaged in 
agriculture are also excluded, as are the profits of public corporations as defined 
in the note to item 9 of table 6. Profits are reckoned after deduction of deprecia- 
tion allowances, directors’ fees and bank interest, but before deduction of profits 
tax and debenture interest. 

Banks are treated as enterprises whose sale proceeds are charges made to cus- 
tomers and whose trading profit is therefore equal to the difference between 
charges and management expenses, which is generally negative. This negative 
item is included in the group “other services”. 

The classification of company profits by industry is similar to that used for 
the statistics of trading profits assessed to Schedule D income tax in 1948-49 
published in the Ninety-Second Report of the Commissioners of Inland Revenue 
(Cmd. 8052). This classification corresponds in principle with that of the 
Standard Industrial Classification, but it must be emphasised that the figures 
of company profits given here are not comparable with the Ministry of Labour 
statistics of manpower, or with data from the Census of Production conducted 
by the Board of Trade, though these also follow the Standard Industrial Classi- 
fication. The reason is that the latter are based on data for separate establish- 
ments, while the profits figures are related to financial units, which often cover 
more than one establishment (the most important example of the difference be- 
tween the two series of statistics is probably that the distributive industries as 
defined in the profits statistics include a considerable number of productive units 
which in a classification based on establishments are allocated to manufacturing 
industry). In particular, it should be noted that the classification of the profits 
figures by industry is not comparable with that employed in the figures for wages 
(table 7), or with that of the figures for “profits, rents and depreciation” in table 
5, despite the similarity of titles. 

The profits of companies engaged in the extraction, refining and distribution 
of oil abroad are included under the heading “distributive trades.” 

In respects other than classification there are a number of differences in scope 
between the figures of table 8 and those given in tables 41-76 of the Ninety-Sec- 
ond Report of the Commissioners of Inland Revenue. The figures in table 8 are 
before deduction of profits tax, whereas in the Inland Revenue figures profits tax 
has been deducted. Payments of firm royalties remitted abroad and dividends 
paid by co-operative societies are excluded from the Inland Revenue figures but 
included in tabe 8. The profits of industries subsequently nationalised are in- 
cluded in table 8 up to the date of nationalization, but the Inland Revenue tables 
(which relate only to assesssments made in 1948-9, i.e substantially to profits 
earned in 1947) exelude railways and electricity as well as coal. 


Table 9. Company Income and its Appropriation 


1. Trading profits —The same as item 7 of table 2. 

2. Other income.—See note to item 12 of table 3. 

4. Payments of dividends and interest.—See note to item 15 of table 3. 

5a. Provision for taration: Payments.—See note to item 14 of table 3. 

5b. Additions to tax reserves.—It is asSumed that companies set aside as cur- 
rent tax provision sufficient money to pay tax at current rates on current 
earnings, less any over-provision in the last year due to changes in tax-rates 
before profits were actually assessed. The present item is, therefore, equal 
to the difference between the amount set aside on this assumption and the 
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amount of tax actually paid during the same year by companies and public 
enterprises. 

6. Undistributed profits—The excess of item 3 over the sum of items 4 and 
5, that is, the amount retained by companies after payment of dividends and 
interest and full provision of tax on current earnings at current rates. This 
is equal to the amount available to provide for stock appreciation and to put to 
reserve, plus any difference, positive or negative, between net dividends declared 
for the year and net dividends actually paid. 


Table 10. Income of Public Corporations and its Appropriation 
. Trading profits—Same as item 9 of table 6. 
2. Other income.—See note to item 12 of table 3. 
4. Payments of interest.—See note to item 13 of table 3. 
. Provision for taration.—As recorded in the accounts of the various corpo- 
rations, 
6. Undistributed profits—The excess of item 3 over the sum of items 4 and 5. 


_ 


on 


IV. PERSONAL INCOME AND Its DISTRIBUTION 


Table 11. Personal Income from Work and Property before and after Tar 

Tax on income is here defined as the total of liabilities for income tax, and 
payments of surtax, employers’ and employees’ national insurance contributions, 
and, in earlier years, excess profits tax. 
Table 13. Proportion of Personal Income Required to meet Taxation 

Personal income.—Same as item 29 of table 35. 

Provision for taves on income and national insurance contributions —The 
sum of items 19 and 20 of table 35. 

Indirect tares on consumption.—Taken from table 28. 

Subsidies to consumption.—Taken from table 28. 


Table 14. Personal Expenditure and Saving 

Personal income.—Same as item 29 of table 35. 

Provision for tares on income and national insurance contributions —The sum 
of items 19 and 20 of table-35. 

Provision for stock appreciation —Same as item 9 of table 3. 

Personal disposable income.—Vhis differs from item 10 of table 3 since it ex- 
cludes provision for taxes on income, not merely taxes paid. 


V. PERSONAL EXPENDITURE 


Tables 15-19. Personal Expenditure on Consumers’ Goods and Services 


The total shown in table 15 relates to expenditure out of personal income, 
i.e, the income of individuals and of charities and other non-profit-making bodies. 
The estimates for groups 1 to 16 include purchases by vistors to the United 
Kingdom. The total of these foreign purchases is deducied in item 18. 

Ixpenditure on consumers’ goods and services by business firms and public 
authorities is as far as possible excluded except in certain cases where the object 
purchased is resold to persons as part of a composite product or service. Thus, 
personal expenditure on meals in restaurants and hotels is spread over several 
eategories. The cost to the establishment of the food used appears in item 1, 
the rent of the building in item 4, the chinaware and cooking utensils in item 
6, and the allowance for the pure service and managerial element of expenditure 
in item 15. The figures represent the expenditure of consumers in the above 
sense on goods and services of ail kinds whether these are provided out of new 
production or from stock. Second-hand goods are not included but an allowance 
is made in item 15 for the costs, including profit, of handling and reconditioning 
them. 

The only substantial revisions to the series given in this table are in items 
10 and 15, private motoring and other services. Changes in the figures of ex- 
penditure on private motoring are due mainly to a revision in the estimated 
allocation of expenditure on new cars between personal and business users. The 
share in this expenditure attributed to personal consumption has been increased 
and a corresponding reduction made to the part included in gross capital forma- 
tion. The estimate of expenditure on the upkeep of cars has also been raised. 

New information obtained since the preparation of the last paper in this 
series suggests that expenditure on some of the miscellaneous services has in 
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past years been underestimated. A number of revisions have therefore been 
made, the largest of which affects the estimated expenditure on services of 
hotels and catering establishments. 

The figures given in table 16 have been obtained by revaluing at the appropriate 
1948 prices as many indivdual items as possible within each group of goods 
and services bought in any year. The resulting products have then been added 
in order to arrive at a total for each group. The price indices shown in the 
last column of the table are, formally, current-weighted arithmetic averages. 
Each has in fact been obtained by dividing the total expenditure on all items 
of the group at current prices by the corresponding total at 1948 prices. 

Table 18 shows personal expenditure in 1988 and 1948 at 1938 prices. In 
principle the method used for the revaluation has been the same as that used 
in calculating the figures for the previous table and the price index given in 
the last column has been obtained in the same way. In interpreting the figures 
it is essential to bear in mind the following qualifications. 

First, although wherever possible an attempt has been made to revalue the 
goods and services bought in 1948 at appropriate 1938 prices, there is no doubt 
that it has been impossible to take full account of changes in quality, some 
of which were in an upward direction but most of which were downward 
movements between these two years. In calculating expenditure on beer it has 
been possible to allow fully for changes in quality by using the standard barrel 
instead of the bulk barrel as the unit of quantity. But in certain cases there 
is a conceptual difficulty in taking any account of quality changes. For example, 
the “consumption” of books, newspapers and magazines appears to have been 
higher in 1948 than in 1938, even though the consumption of e.g. newsprint 
fell over that period. For the most part this is explained by the fact that no 
account has been taken of changes in the size of newspapers. 

Secondly, the comparison between 1938 and 1948 cannot be interpreted as 
a measure of the change in total consumers’ satisfaction, as no allowance is 
made for restrictions on consumers’ choice in 1948 due to rationing or shortages 
of particular commodities. The fact that the 1948 aggregate is higher than 
the 1938 aggregate does not, therefore, in itself imply that standards of con- 
sumption were back at their pre-war level. It means simply that the particular 
collection of goods and services actually bought in 1948 would, if bought in 
1988, have cost rather more than the goods and services that consumers in fact 
preferred to buy in that year. 

Table 15 gave estimates of expenditure on goods and services by consumers. 
Table 19 shows the amount received by the producers and sellers of these goods 
and services. This is made up of consumers’ expenditure, Jess indirect taxes 
paid to public authorities, plus subsidies received from public authorities. The 
method of allocation of taxes and subsidies used is described in the footnote to 
table 28. 

The individual groups of expenditure in the table have been adjusted only for 
those taxes and subsidies which are specific to them. That part of general 
indirect taxes (e.g. duties on commercial motor vehicles) estimated to fall on 
consumption is shown separately after item 1S. 

The composition of the expenditure groups shown in tables 15 to 19 is given 
below. 

1. Food—purchases of food, including non-alcoholic beverages, by households, 
together with the value at farm prices of farm produce consumed on farms and 
the cost to the caterer of food provided in canteens, restaurants and hotels. 
The full value of the welfare foods provided under the National Milk, milk-in- 
schools and vitamin schemes is included in this item. 

The composition of the sub-groups of household expenditure is shown in 
greater detail below: 


Bread and cereals____..--__.__. Bread, flour, cakes, biseuits, cereal break- 
‘ fast foods, oatmeal, rice, barley products, 
semolina, macaroni, sago, tapioca, arrow- 
root, cornflour, custard and blanemange 
powders. 

Mont Ame Daron. * ee Meat, offal, canned meat, bacon and ham, 
sausages and other meat products, rabbits, 
game and poultry,. 

Fish__ Se OT IE ORS Th Fresh and canned fish. 

le OR Pees... keene de Butter, margarine, lard and other edible 
fats. 
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Sugar, preserves and confec- Sugar, syrup and treacle, jam, marmalade, 

tionery. fruit curd, honey, chocolate and sugar con- 
fectionery and table jellies. 

Dairy products__-----_----...--. Liquid, dried and condensed milk, cheese, 

eggs in shell, dried, liquid and frozen eggs. 

Re re Fresh, canned and frozen fruit, dried fruit, 
crystallized fruit and nuts. 

Potatoes and vegetables___------- Potatoes and potato products, fresh canned 


and frozen vegetables, pulses, pickles and 
sauces. 


Beverages____- __ eee Tea, cocoa, coffee, coffee essence and soft 
drinks. 
Other manufactured food___--~- _ Infants’ and invalids’ foods, welfare foods 


(e.g. cod-liver oil, orange juice), and mis- 
cellaneous manufactured foods of which 
the most important are condiments, canned 
soup and ice cream. 


2. Alcoholic drink— 

a. Beer, ale, stout and porter. 

b. Imported wines, British wines, spirits, cider and perry. 

3. Tobacco—All tobacco bought since the introduction, in October, 1947, of 
the coupon scheme for old age pensioners has been valued at its full retail price 
and the value of the coupons surrendered has been included in transfer in- 
comes. 

a. Home-produced cigarettes. 

b. Home-produced pipe tobaeco, cigars, snuff and all imports of finished 
tobacco products. 

4. Rent, rates and water charges—includes an allowance for buildings ocenpied 
by non-profit-making bodies and for hotels, boarding houses, ete., in addition 
to private dwelling houses. The figures are probably too low since they do not 
take adequate account of rents in excess of Schedule A income tax valuations. 

5. Fuel and light—includes the value of the fuel and power only. The cost 
of the hire of equipment is included in item 15. 

a. Coal—ineludes miners’ coal valued at pithead prices. 

b. Electricity. 

ec. Gas. 

d, Coke, oil fuels and firewood. 

6. Durable household goods 

a. Furniture, furnishings, household textiles, floor coverings, and musical in- 
struments (including wireless and television sets, gramophones and accessories). 

b. Pottery and glassware, ironmongers’ goods, electrical goods, heating and 
cookin’ appliances, sewing machines and refrigerators. 

7. Other household goods— 

a, Matches. 

b. Toilet, shaving and household soap, scourers, etc. 

¢. Polishes, candles and nightlights, soapless detergents, miscellaneous 

cleaning materials, ete. 

8. Clothing 

a. Footwear covers all new boots, shoes, slippers, ete., but net socks and 
stockings, repairs or repair materials. 

b. Other clothing covers all kinds of garments, dress materials, millinery, 
haberdashery, ete. An allowance for the making-up of customers’ materials 
is included but expenditure on alterations and repairs appears in item 15. 
All dress materials, knitting woo] and general haberdashery are allocated 
to 8b (ii). 

9. Books, newspapers and magazines— 

a. Books. 

b. Newspapers. 

c. Magazines—includes time-tables, procrammes and mise*llaneous printed 
papers. 

10. Private motoring—comprises an estimate of the purchases by persons 
of motor-cars, motor-cycles and motor accessories and the running expenses 
incidental to their use, together with an allowance for dealers’ margins on 
second-hand vehicles. 
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11. Travel—travel in public conveyances paid for out of personal income 
and therefore including the travel of members of the Armed Forces when at their 
own expense. 

a. Main line, joint line and London Transport railways. 

b. Buses, coaches, trams, trolley-vehicles, taxis, ete., and sea and air 
transport. 

12. Communication services— 

a. Postage on letters, parcels, etc., and the poundage on postal and money 
orders. 

». Telephone rentals, local and trunk calls and telegrams. 

13. Entertainments— 

a, Admissions to cinemas. 

b. Admissions to theatres, concert-halls, music-halls, sporting events, dance- 
halls, skating rinks and all other places of public amusement, the hire of 
radio rediffusion equipment and expenditure on broadcast licenses. 

14. Domestic service—expenditure out of personal income on the wages, in 
cash and kind, and the national insurance contributions of indoor and outdoor 
domestic servants. Expenditure by doctors and dentists is, in principle, not in- 
cluded since it ranks as a business expense for income tax purposes. 

15. Other services—includes expenditure out of personal income on medical 
services not provided under the National Health Scheme (or, before 5th July, 
1948, under national health insurance), undertaking, hairdressing, hotel and 
restaurant services, repairs to furniture, clothing, footwear, watches, etc., 
dealers’ margins on secondhand goods (other than motor vehicles), all forms 
of assurance (the expenses and profits of insurance companies), charges and 
stamp duties on property transfers, net expenditure on betting (i. e. amounts 
staked less winnings), the hire of domestic heating and cooking equipment, and 
other miscellaneous services. 

16. Other goods—include stationery, fancy goods, jewelery, bicycles, travel 
goods, toys and sports goods, chemists’ wares other than drugs and medicines 
provided under the national health insurance scheme, flowers, garden seeds, 
domestic pets, ete., and dog and gun licences. 

17. Income in kind of the Armed Forces—cost of providing members of 
H.M. Forces and auxiliary services with food and clothing, including civilian 
clothing issued on release from the services. 

18. Foreign tourists’ expenditure in the United Kingdom—expenditure by 
foreign visitors, whether tourists, commercial travellers or employees of foreign 
governments. 

20. Personal erpenditure abroad—expenditure abroad by British tourists 
and government employees. Expenditure out of business expense allowances 
is exeluded. 





VI. RevVENUE, BORROWING AND EXPENDITURE OF PUBLIC AUTHORITIES 


Table 20. Central Government: Revenue Account 

The figures given here of the current revenue and expenditure of the central 
government differ considerably from the figures of cash receipts and payments 
by the Exchequer given in the Financial Statement and the Exchequer Returns. 
There are several reasons for this difference. Only the receipts which repre- 
sent revenue from taxes, trading profits or income from property are included 
in current revenue; receipts fom the sale of surplus stores, repayments of prin- 
cipal included in Receipts from Sundry Loans, receipts from trading arising from 
the runnin down of stocks or other current assets, and certain items included in 
MisceHaneous Receipts are treated as capital receipts. Payments which repre- 
sent expenditure on the formation of new assets, the building up of stocks, the 
making of loans or the repayment of liabilities are excluded from current ex- 
penditure. On the other hand, expenditure financed by trading departments from 
cash received from the running down of stocks or of debtors less creditors is 
included. Similarly expenditure financed by departments running down the 
cash balances held by them with the Paymaster is included. For this adjust- 
ment account is taken of the fact that the balances of departments may fall not 
only through current expenditure on their part but also because of the mere 
surrender of balances to the Exchequer. Services received by departments 
from the Post Office without cash reimbursement are included in current 
expenditure; conversely services debited to the trading accounts of the 
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Ministry of Food, the Board of Trade and-the Ministry of Supply, but provided 
without cash adjustment, are excluded. 

Account is also taken of the amounts received by departments from the 
public which they are authorised to spend (appropriations-in-aid). These 
amounts are included in current revenue if they are in the nature of taxes 
or income from property or current transfers. A special case is the amount 
received from the National Insurance Fund towards the cost of the National 
Health Service. This is shown as a separate item (item 19). When appro- 
priations-in-aid represent receipts from the re-sale of goods or the recovery 
of expenditure on the provision of services sold to the public and not made 
freely available, the amounts are not included either in revenue or expenditure. 
Similarly appropriations-in-aid which merely represent transfers between de- 
partments within the central government as a whole are excluded from both 
sides. Appropriations-in-aid of a capital nature are treated as financing a 
corresponding amount of current expenditure. 

Other reasons for the difference between the Exchequer Returns and the 
figures given in table 20 are that the current receipts, including investment 
income, and payments of the various war damage and war risks funds and of 
all extra-budgetary funds, except the national insurance funds treated separately 
in table 24, are here included. Finally the figures of tax receipts given here 
represent the amounts coliected from the public, which may differ to a small 
extent from the amounts paid over by the Inland Revenue and Customs and 
Excise to the Exchequer during the same period. They also include certain 
taxes retained by local authorities and the Government of Northern Ireland and 
not paid over to the Exchequer at all. Expenditure set off against these amounts 
is included in full. 

Direct tazes. Items 1 to 4, 7 and 9 represent net receipts by the Board of 
Inland Revenue, as distinct from payments into the Exchequer. 

1. Income tax.—This item excludes income tax on post-war refunds of excess 
profits tax: correspondingly, these refunds are shown on the other side of the 
account (item 30) after deduction of income tax. 

3. Profits taw—This tax was called the national defence contribution before 
1947. 

4. Ercess profits tax —This item represents net receipts of excess profits tax, 
but without deduction of post-war refunds, which have been treated as an item 
of expenditure (item 30). 

5. Miscellaneous.—Inland Revenue duties other than stamp duties and those 
shown above, plus direct taxes levied by the Government of Northern Ireland, 
plus certain components of miscellaneous revenue and appropriations-in-aid 
of Votes (e. g. fines and gifts), Jess an estimate of direct taxes paid by foreigners 
(which have been treated as government income from property ). 

Indirect tares.—Items 11 and 14 represent net receipts by H. M. Customs and 
Excise and by the Board of Inland Revenue respectively, as distinct from pay- 
ments into the Exchequer. 

llc Tobacco.—Includes receipts of duty, subsequently refunded, on tobacco 
Sold to old-age pensioners at reduced prices. An equal amount is included 
in iiem 25 on the payments side of the account. 

15. Post Office surplus.—The surplus shown in the Post Office commercial 
accounts. 

16. Miscellaneous.—Excise licences not collected by H. M. Customs and Excise, 
plus indirect taxes levied by the Government of Northern Ireland, plus certain 
appropriations-in-aid of Votes, plus war risks insurance premiums. 

20. Profits and other income from property—The profits of the trading 
branches of the Board of Trade and Ministry of Supply (as shown in their 
commercial accounts), plus interest charged against trading branches’ operat- 
ing accounts, plus the United Kingdom share of the profits earned by the United 
Kingdom—Dominions Wool Disposals Ltd.. (Joint Organisation) less the loss 
under the Railway Agreement (before nationalisation), Jess the loss incurred 
by the Exchequer in 1946 as a result of illicit trading by British troops and 
Government employees abroad, plus receipts from crown Lands, plus the interest 
component of receipts from Sundry Loans, plus interest and ‘dividends included 
in miscellaneous revenue, taxes paid by foreigners, plus investment income re- 
ceived by the war risks insurance funds and other extra-budgetary accounts 
managed by the National Debt Commissioners, plus the excess of interest 
received by the Local Loans Fund over interest paid on Local Loans Stock, 
plus receipts applicable to national debt interest. Those receipts consist of 
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(a) interest on Exchequer advances to the Local Loans Fund, to the Build- 
ing Materials and Housing Fund and to various nationalised undertakings, 
(b) amounts received from the Bank of England, the National Coal Board and 
Cable and Wireless to cover interest on compensation stock, (¢) interest on ad- 
vances made to enable the Board of Trade to take over commercial debts to 
British exporters. |The Acts which lay down that these receipts shall be used 
to pay interest on the National Debt are: the Overseas Trade Guarantees Act, 
1939: Housing (Scotland) Act, 1944 (section 4): Loeal Authorities Loans Act, 
1945 (section 3 (1)); Building Materials and Housing Act, 1945 (section 4 (1)); 
Bonk of England Act, 1946 (section 1 (4)):; Housing (Financial Provisions) 
(Scotland) Act, 1946 (section 14) ; Cable and Wireless Act, 1946 (section 3 (5)) ; 
Coal Industry Nationalisation Act, 1946 (section 28 (2)); Cotton (Centralised 
Buying) Act, 1947 (section 21 (3) ) and Export Guarantees Act, 1949. ] 

22. Current expenditure on goods and services.—This item has been obtained 
as a residual by deducting the sum of items 24 to 33 from item 34. 

23. Subsidies.—Total subsidies paid by the central government as shown in 
table 25. 

24. Social security payments.—This consists of the following items from table 
26:—le (non-contributory pensions); 1d (tobaeco coupons spent by old-age 
pensioners) ; le (other assistance) ; 3¢ (other unemployment benefit) ; 4a (fam- 
ily allowances) ; 4b (milk and welfare foods). 

25. Other transfers.—This consists of other transfer incomes paid by the 
central government and is equal to item 14 of table 26 less the part of scholar- 
ship and maintenance allowances paid by local authorities (item 9 of table 22). 

26. National debt interest—Total payments of interest on the national debt, 
whether part of the Permanent Debt Charge or not, plus increases in interest 
acrued on National Savings Certificates. 

27. Grants to local authorities.—The same as item 2 of table 22. 

28. Eerchequer contributions to national insurance funds.—The same as item 3 
of table 24. 

29. War damage claims.—Payments in respect of claims under the commodi- 
ties and marine war risks insurance schemes, the War Damage Act, and the 
War Damage (Public Utility Undertakings, etc.) Act, 1949. 

30. Eaecess profits tar post-war refunds.—These payments are shown after 
deduction of income tax. 

31. Capital grants to local authorities.—Those of the grants by the central 
government to local authorities which are treated by the latter as capital receipts. 

32. Other captial grants.—Capital grants to universities and other educational 
bodies and capital assistance to the cotton spinning industry. 

33. Payments of compensation, ete-—Compensation to doctors and dentists for 
loss of right to sell practices, compensation for war losses in the Far East, com- 
pensation for losses and injury grants paid by the Service departments and 
royalties and awards. 

Table 21. Central Government: Capitol Account 

37. Surplus on current account.—The same as item 35 of table 20. 

38. Provision for maintenance.—The amount provided for maintenance work 
on buildings and roads plus the provision for depreciation by the Post Office. 
The latter was omitted from the corresponding item in Cmd. T9335. 

40. Post Office and Trustee Savings Banks.—The increase in investments from 
the net deposits in the Post Office and Trustee Savings Banks. 

41 and 42. National Savings Certificates and Defense Bonds.—Receipts less 
repayments. 

43. Other public issues (net)—Receipts from public issues, e. g.. National War 
Bonds and Savings Bonds and Other Debt (net), Jess securities redeemed (includ- 
ing, in 1947, Local Loans Stock) and excluding purchases of government securi- 
ties (war or pre-war issues) by public departments and by the National Land 
Fund. : 

44. Increase in Treasury Bills, ete—The increase in Treasury Bills held by the 
market, the governments of India and Pakistan and certain foreign governments, 
offset by payments,of the sterling pension and railway annuities of the govern- 
ments of India and Pakistan, and the increase in Pank of England Ways and 
Means advances. 

46. Treasury deposit reecipts.—Receipts less repayments, 

47. Tar reserve certificates —The increase in the amount of certificates out- 
standing. 
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49 and 50. National insurance funds and Local Loans Fund.—The net increase 
in these funds available for loan to the Exchequer, less the excess of interest 
received over interest paid by the Local Loans Fund, which has been included in 
central government revenue. e 

51. Other extra-budgetary receipts, etc-—The net increase in government se- 
curitfes held by the Exchange Equalisation Account, plus the reduction in the 
Exchequer balance, plus repayments of principal included in receipts from Sundry 
Loans, plus the decrease in the balances held by Departments with the Paymaster 
on Vote accounts, Jess the decrease in balances with the Paymaster on all accounts 
plus the decrease in net debts owed to trading departments, Jess provision for 
stock appreciation on stocks held by them, plus appropriations-in-aid of the capi- 
tal nature plus capital items in Miscellaneous Receipts other than those included 
in item 55 below. The item also includes an allowance for tlie increase or de- 
crease in government liabilities to industry and, in 1945, the amount of 3 per cent. 
Treasury Stock issued on the occasion of the nationalisation of the Bank of 
England (to balance item 77). 

55. Net receipts from war disposals, settlements, ete.—Net cash receipts arising 
from the disposal of surplus stores abroad and the settlements in respect of 
wartime government transactions. 

63. Receipts under the European Recovery Programme.—The total of receipts 
under the European Recovery Programme, as shown here, differs from the figures 
given in the latest White Paper on the Balance of Payments for two reasons. 
In this paper receipts by the Irish Republic are excluded and item 63a is shown 
after deduction of 5 per cent., the amount allocated to the use of the United States 
Government in the United Kingdom. 

70. Subscriptions under the Bretton Woods Agreement Act.—This item includes 
the extra sterling payments made in 1949 in consequence of devaluation. The 
re-lending of subscriptions to the United Kingdom Government is shown in 
item 71. 

74. Fired capital formation: Trading services.—Post Office loan expenditure 
plus expenditure on renewals. The latter was omitted from the corresponding 
item in Cmd. 7933. 

74b. Other—Road Fund expenditure on improvements and new construction, 
expenditure on the manufacture of prefabricated houses, and expenditure on 
maintenance of roads and buildings. 

76. Sales of surplus stores.—Total sales at home of surplus war stores, whether 
or not the proceeds have been paid into the Exchequer. This item differs from 
the corresponding item of Cmd. 7933 because of the exclusion of all sales abroad. 
The latter form part of item 55. 

77. Purchases of existing assets from private ownership—The State’s expendi- 
ture on acquiring the assets of the Bank of England. The nationalisation of the 
coal mines is not yet reflected in the figures since no stock has yet been issued 
to the former owners. Logically, this item should include also purchases of Jand 
and buildings, which have been included in item 74b. 

79. Loans to local authorities —Issues under the Local Authorities Loans Act, 
1945, Section 3 (1). 

80. Advances for coal nationalisation.—Issues under the Coal Industry Nation- 
alisation Act 1946, Section 34 (1). 

81. Advances under various Acts—The other Acts are Land Settlement 
(Facilities) Act, 1919 and 1921, North Atlantic Shipping Act, 1934, Title Act, 
1936, Overseas Trade Guarantees Act, 1939, Export Guarantees Act, 1949. 

32. Loans, ete., included in Ordinary Exrpenditurc.—Advances to Allie® and 
other loans, repayment of liabilities transferred to the government with the 
inauguration of the National Health Service plus payment of pensions in respect 
of local authority teachers and employees under the National Health Service. 
Employers’ superannuation contributions paid by local authorities and by bodies 
operating the National Health Service, received as appropriations-in-aid, are 
treated as capital receipts. 


Table 22. Local Authorities: Revenue Account 


1. Indirect taxes.—Composed of local rates and contributions in lieu of rates 
by the central government, the British Transport Commission and the British 
Electricity Authority. Water rates are excluded as they are treated as current 
receipts from a trading service. 

2. Grants from the central government.—Equal to item 27 of table 20. 








1440 FEDERAL SUPPLY MANAGEMENT 


3a. Income from property: trading profits.—An estimate of the profits, before 
deduction of interest, of local authorities’ trading services and corporation 
estates, the Port of London Authority and the Mersey Docks and Harbour Board. 

3b. Income from property: other.—The investment income of special funds. 

5. Current expenditure on goods and services—This item consists of all local 
authorities’ expenditure on revenue account other than that recouped from the 
private sector of the economy in the form of fees, rents, etc,, less the housing 
subsidies shown separately in item 6, less transfers to private current account 
(items 7, 8,9) and less debt interest (item 10). 

6. Housing subsidies.—See note to table 25. 

7. Outdoor relief—Public assistance (out-relief) in cash and kind. Nil since 
5th July, 1948. Equal to item 3b of table 26. 

8. School meals.—Equal to item 4c of table 26. 

9. Scholarships.—Equal to the part of item 11 of table 26 paid by local 
authorities. 

Table 28. Local Authorities: Capital Account 

13. Surplus on current account.—The same as item 11 of table 22. 

14. Depreciation allowances.—Sums provided for the maintenance of high- 
ways and bridges plus sums repaid to lenders and transferred to sinking funds. 
The latter are in respect of debt incurred to finance both rate-fund and trading 
services and are treated here as the equivalent of depreciation allowances. 

15. Capital grants from the central government.—The same as item 31 of 
table 20. 

18. Gross capital formation.—Capital expenditure on works, less receipts from 
the sale of assets, plus maintenance of highways and bridges. 


Table 24. National Insurance Funds: Revenue Account 

This table sets out the revenue account of the National Insurance Fund and 
the Industrial Injuries Fund and for the period before 5th July, 1948, of the 
Unemployment Fund, the various national health insurance funds, and the con- 
tributory pensions scheme. 

2. Other contributions—Contributions of employees, self-employed and un- 
occupied persons and, until 5th July, 1948, voluntary contributors. 

3. Grants from the central government.—Exchequer contributions to the Na- 
tion Insurance Fund and, before 5th July, 1948, to the Unemployment Fund, 
national health insurance funds and Treasury Pensions and Special Pensions 
Accounts. Equal to item 28 of table 20. 

4. Income from property.—Investment income, mainly national debt interest. 

6. Medical bencfit—The payment of doctors and purchases of drugs, etc., by 
the national health insurance funds. The figure for 1948 relates only to the 
first half of the year; since the introduction of the National Health Scheme on 
5th July, 1948 such expenditure has been borne by the central government and 
forms part of item 22 of table 20. 

8. Contributory pensions and allowances.—This item and item 3 on the other 
side of the account both rose sharply in 1947 partly because of a change of 
administrative practice. Payments by the central government (item 1e of table 
26) were reduced below the level of previous years for the same reason. 

13 Contribution to the cost of the National Health Service.—The same as 
item 19 of table 20. 

Table 25. Subsidies 

Subsidies to agriculture.—Subsidies paid by the Agricultural Departments and 
consisting of grants or payments for grassland ploughing, hill sheep and cattle, 
rehabilitation of farming land, cost of lime, artificial insemination, the rearing 
of calves, farrowing sows, diseases of animals, improvement of livestock, grass 
conservation, bracken destruction, flood-emergency services, grassland fertilizers 
and petrol-driven machines, ete. 

Trading losses of the Board of Trade.—Losses on trading in wool, leather and 
molasses and loss on home flax production. 

Trading losses of the Ministry of Supply.—Losses (less profits) on trading in 
iron and steel, nonferrous metals, abrasives and refractories, ethyl chloride and 
silicon. 

Utility cloth rebates.—Subsidies to the manufacturers of utility cotton and wool 
cloth. 
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Assistance to industry by the Ministry of Supply.—Cost of abnormal freight 
on iron ore, assistance to home producers of iron ore, losses on sale of certain 
high-cost steel, excess cost of home manufacture of ferro-chrome, assistance to 
the watchmaking industry and, until 1948, payments to cover the loss on sales 
of magnesium and home-produced aluminium. 

Subsidies on fuel.—Subsidies on indigenous oil, coal transport, opencast coal 
production and the coal stocking bonus paid to merchants. 

House subsidies.—This item, and therefore the total of subsidies, differ from 
the corresponding estimates in Cmd. 7933. Housing subsidies paid by the central 
government are now defined as the excess of the housing annuities paid out of the 
Ministry of Health Vote and the repayment annuities paid out of the Ministry 
of Education Vote over the amounts paid to the Ministries by local authorities 
for the use of temporary houses and schools plus the excess’of payments for 
emergency housing services over recoveries, plus payments into the Building 
Materials and Housing Fund under the Building Materials and Housing Act, 
1945. The annuity payinents represent the amortisation of capital expenditure 
on temporary houses and schools built by the Ministry of Works. Housing sub- 
sidies of local authorities have now been defined as the total of grants made by 
local authorities to their housing revenue accounts whether paid from their 
rate fund accounts or financed by grants from the central government. The 
housing revenue accounts are thus treated as equivalent to the operating account 
of an enterprise. 

Table 26. Transfer Incomes 5 

la, and 1b. Contributory pensions and widows’ benefits and guardian allow- 
ances.—Pensions paid out of the National Insurance Fund and, before 5th July, 
1948, from the Treasury Pensions and Special Pensions Accounts. 

le. Noncontributory pensions—Old-age pensions paid by the central govern- 
ment. The fall in the amounts paid under this head in 1947 was due to a 
change in administrative practice; the Exchequer contributions to the national 
insurance funds (item 3 of table 24) and the pensions paid by these funds 
(item la) show counterbalancing rises. 

1d. Tobacco coupons spent by old-age pensioners.—The estimated value of 
coupons exchanged for tobacco by old-age pensioners; an equivalent amount is 
included in tax revenue (item 11e of table 20). 

le. Other assistance.—Supplementary pensions and allowances paid by the 
National Assistance Board. 

2. Health.—Cash payments from the National Insurance and Industrial In- 
juries Funds and, before 5th July, 1948, from the National Health Insurance 
Funds. 

38a Unemployment benefit—Unemployment benefit paid by the National In- 
surance Fund and, before 5th July, 1948, by the Unemployment Fund. 

3b. Outdoor relief —Publie assistance (out-relief) in cash and kind paid by 
local authorities. This payment ceased at 5th July, 1948. 

3c. Other.—Unemployment allowances paid by the Assistant Board until 5th 
July, 1948. 

4a. Family alowances.—Includes family allowances paid by the Govern- 
ment of Northern Ireland. 

4b. Milk and welfare food.—The Ministry of Food’s contributions to the 
cost of milk provided under the National Milk and milk-in-schools schemes and 
of orange juice, cod-liver oil and vitamin tablets provided under the vitamin 
schemes. 

4c. School meals.—The net cost to local authorities of meals provided in 
schools. The cost of administering the milk-in-schools scheme is also included 
in this item. 

8. War pensions and service grants.—Pensions and grants awarded for death 
or disability due to war service. 

10. Training allowances —Travelling and lodging allowances of transferred 
workers and trainees’ wages and lodging allowances. 

11. Scholarships and maintenance allowances.—Includes grants by both the 
central government and local authorities. 

18. MisceELLANrous.—Free legal aid, assistance to migrants, merchant sea- 
men’s war pensions, widows’ pensions paid by the Service departments and 
transfer payments made by the Government of Northern Ireland which have 
not been allocated to specific items. 
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VII. CaprraL FORMATION 


Table 29. The Financing of Gross Capital Formation 

This table is a rearrangement, with some additional detail, of the combined 
capital account in the Social Accounts (table 87). It is designed to bring out 
the extent to which public authorities have contributed directly or indirectly 
to the finance of investment. 

1. Surpluses of public authorities——The total is the same as item 47 of table 
37. 

a. Central government.—The same as item 35 of table 20. 
b. Local authorities.—The same as item 11 of table 22. 
ce. National insurance funds.—-The same as item 14 of table 24. 

2. Provision for stock appreciation by non-corporate public enterprises.—Same 
as item 48 of table 37. 

3. Transfers to capital accounts.—The sum of items 29 to 33 of table 20. See 
also note to item 4. 

4. Tares on capital—Same as item 10 of table 20. The sum of items 3 and 4 
is the same as item 49 of table 37. 

5. Public authorities’ provision for depreciation and maintenance.—Same as 
item 18 of table 2. See also note to item 8. 

6. Additions to reserves for taxes on income.—The sum of items 45a and 460 
of table 37. 

8S. Provision for depreciation by enterprises.—The same as item 10 of table 
2. The sum of items 5 and 8 is the same as item 50 of table 37. 

9. Undistributed profits of companies and public corporations.—Item 13 of 
table 54. 

10. Provision for stock appreciation by companies and public corporations.— 
Item 13a of table 34. Item 9 less item 10 equals item 156 of table 34 and also 
to item 44 of table 37. 

11. Gross personal saving.—The same as item 45 of table 37. 

13. Gifts and loans from abroad and sums realised by sale of foreign assets.— 
Item 54 Jess item 5S of table 38. Equal to the sum of items 41 and 42 of table 
37, with the signs reversed. 

14. Gross domestic capital formation.—Same as item 40 of table 37. 


Table 30. Gross Domestic Capital Formation 

Gross domestic capital formation is subdivided between fixed capital forma- 
tion, on the one hand, and the physical increase in stocks and work in progress, 
on the other. 

Fixed capital formation comprises expenditure on the maintenance and re- 
placement of, and additions to, the stock of fixed capital assets located in the 
United Kingdom, including all ships and aircraft of United Kingdom ownership, 

As regards capital formation in the industrial and commercial field, the defi- 
nitions of fixed capital assets agreed between business and the taxation author- 
ities have been adopted, in principle, for the purpose of the estimates in this 
paper. Fixed capital assets thus include buildings; civil engineering works 
(e. g. roads, reservoirs) ; vehicles, ships and aircraft; most items of piant and 
machinery costing a substantial sum and having more than a few years’ life; 
and such items as office machinery and furniture, if of a costly and durable 
character, 

All expenditure on the maintenance and repair of buildings and works is 
included in gross fixed capital formation, but a considerable part of the expendi- 
ture on the maintenance and repair of plant and vehicles is excluded. The part 
so excluded is determined by the accounting practices accepted by the taxation 
authorities in allocating business expenses between current and capital ex- 
penditure. Thus the estimates wonld include extensive repairs to plant and 
vehicles amounting to reconstruction of the equipment, but would exclude day- 
to-day repairs and the replacement of minor spare parts. The estimates of 
gross fived capital formation include expenditure on the renewal of fixed capital 
assets in cases in which special arrangements have been made with the taxation 
authorities to treat such renewals as current expenditure, 

Purchases of land and existing buildings are excluded from the estimates of 
gross fixed capital formation appearing in table 30, and no deduction is made in 
respect of sales. Purchases and sales of used plant and vehicles are similarly 
treated, so far as practicab'e, except that purchases which result in a net increase 
in the nation’s stock of fixed capital assets are included (e. g. purchases of used 
equipment from abroad) and sales which result in a net decrease in the stock 
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of fixed capital assets (e. g. sales of passenger cars to private consumers) are 
deducted. 

Expenditure on the construction of new houses and flats, etc., is included in 
gross fixed capital formation, even when a house is bought by a private individual 
for his own use: expenditure on house repairs is similarly included. Passenger 

ears, if used mainly for business purposes, are regarded as fixed capital assets, 

but other consumers’ durable goods (e.g. passenzer cars for private use, house- 
hold equipment) are not so regarded. New buildings for private institutions 
(e.g. new churches. university buildings) and repairs to such buildings are in- 
cluded in gross fixed capital formation. 

Expenditure on the maintenance and replacement of, and additions to, the 
fixed capital assets of public bodies (i.e. the central government, local author- 
ities, nationalised industries and other public authorities such as the B. B. C.) 
is included in gross fixed capital formation. The principle followed in deciding 
what expenditure in the public sector is to be included is that each item of ex- 
penditure shall be treated so far as possible in the same way as a similiar 
item of expenditure would be treated in estimating gross fixed capital forma- 
tion in the private sector; this involves in some cases departing from the defini- 
tions adopted for accounting purposes by the particular public authority. Ex- 
penditure on the defence and civil defence services is however excluded, other 
than expenditure on the construction and maintenance of houses (e. g. married 
quarters for Inembers of the Armed Forces). 

Gross f xed capital formation defined in the manner described above is divided 
in table 30 between, on the one hand, “capital expenditure” (that is, gross fixed 
capital formation excluding expenditure on the repair and maintenance of 
buildings and works) and, on the other hand, expenditure on the repair and 
maintenance of buildings and works. ‘The estimates for the latter are subject 
to a considerable margin of error. 

Table 3t. Capital Exrnenditure on Fired Assets 

This table analyses the estimate of total fixed capital expenditure (that is 
gross fixed capital formation excluding expenditure on the repair and main- 
tennnce of buildings and works) between the different industries and = serv- 
ices, 

Expenditure on road goods vehicles, ships and houses appear under separate 
headings and are excluded from other -headings. Expenditure on passenger 
car for business users is included under the heading “other”, irrespective of the 
industry or service in which they are employed. 

The classification of industries and services follows, so far as practicable, 
the Standard Industrial Classification. 

Forestry.—Forest Commission expenditure only. 

Coal mining.—Plant for civil engineering contractors engaged | in the raising 
of opencast coal is included with other expenditure of buildings and contracting 
firms under the item “other” 

Vanufacturing industry.—Expenditure at establishments classified to Orders 
III to NVI inclusive of the Standard Industrial Classification. Railway-owned 
establishments are however included under the item “railways and Royal Ord- 
nance Factories” and government-owned factories managed by private firms 
on an agency basis appear under the item “other”. Expenditure on Service De- 
partments’ dockyards and repair depots, ete. is excluded entirely from capital 
formation. 

Railways.—Expenditure at railway-owned establishments manufacturing and 
repairing rolling stock, ete. is included. 

Public service vehicles.—Estimated expenditure on new vehicles, including 
trackless trolley vehicles. Expenditure on plant and buildings for vehicle opera- 
tors is included under the item “other” 

Road goods vehicles.—Estimated expenditure on all new road goods vehicles, 
irrespective of the industry or service in which they are employed. Thus “C” 
license vehicles are included. Expenditure on plant and buildings for vehicle 
operators is included under the item “other” 

Roads.—Expenditure on highway authorities’ plant for road construction and 
maintenance work is included under the item “other”, 

Ships.—¥Estimated expenditure on all ships of United Kingdom ownership, 
irrespective of the industry or service in which they are employed. Expendi- 
ture on plant and buildings for shipping companies is included under the item 
“other” 
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Housing —Expenditure on the construction of new houses and flats, both 
permanent and temporary, is included under this heading irrespective of the 
purchasers i. e. irrespective of whether a house is bought by a private individual, 
a local authority, a Government Department or an industrial undertaking. 
Expenditure on conversions and adaptations is excluded from this table, but 
appears under the item “repair expenditure on buildings and works”, in table 
30. 

Police, prisons, fire service, etc —This item includes also expenditure on an- 
proved schools, remand homes and court buildings. 

Local government buildings.—This includes expenditure on local government 
offices, community centers, local authorities’ children’s homes, libraries, museums, 
parks and playing fields, baths, markets, etc., and in connection with public 
cleansing and refuse disposal services. Expenditure on office equipment and 
plant and machinery is included under the item “other”. 

Central government building.—-Expenditure on Government offices (includ- 
ing those built by commercial institutions for subsequent lease to Government 
Departments): Parliament buildings; Royal palaces: Royal parks; national 
libraries, museunis and art -galleries; Agricultural Research Council build- 
ings: research establishments of the Department of Scientific and Industrial 
Research; Ministry of Pensions hospitals; State Institutions; Reemploy fac- 
tories: Government hostels; ete. Expenditure on office equipment and plant 
and machinery is included under the item “other”. 

Other.—This item covers expenditure excluded from other headings, including 
capital expenditure in the following industries and services ; mining and quarry- 
ing (other than coal); building and contracting; road passenger transport and 
road goods transport (other than expenditure on vehicles); shipping (other 
than expenditure on ships) ; warehousing; the distributive trades; insurance, 
banking and finance; professional services; entertainment and sport; catering 
and hotels; laundries and dry cleaning, etc.; and miscellaneous service indus- 
tries. 

In addition there is included: expenditure at Royal Ordnance Factories and 
government-owned factories managed by private firms on an agency basis, and 
at Ministry of Supply research and development establishments; highway 
authorities’ expenditure on plant for road construction and maintenance; ex- 
penditure on office equipment and plant for local government and central gov- 
ernment buildings; expenditure on new buildings such as churches, voluntary 
children’s homes; and expenditure on passenger cars for husiness users irres- 
pective of the industry or service in which they are engaged. 

The estimates for this item have a considerable margin of error. 


Table 32. Capital Expenditure in Manufacturing Industry 

This table shows an analysis by industry of the estimates for manufacturing 
industry which appear in table 31. Expenditure on government-financed factory 
buildings (which include, for example, a number of factories in Development 
Areas) is not analysed by industry; nor is an analysis given of expenditure 
in Northern Ireland. 

The table also shows expenditure on vehicles (including vessels). In table 31 
such expenditure appears under other headings, namely road goods vehicles, ships 
and, in the case of expenditure on passenger cars, the heading “other.” 

The estimates in table 32 for expenditure in the different industries, unlike 
those appearing in tables 30 and 31, include expenditure on used plant and 
vehicles. A deduction is made at the foot of table 32 in respect of second-hand 
plant and vehicles in order to arrive at the figures appearing in table 31.. 

The classification of industries follows the Standard Industrial Classification. 

The estimates in table 382 are based mainly on a special sample enquiry under- 
taken in 1950 in which a sample of some 3,000 establishments in manufacturing 
industry gave information on capital expenditure incurred in the years 1948 and 
1949. An article describing the inquiry and giving the results in more detail is to 
appear in the Board of Trade Journal for 24st April, 1951. 


VIII. THe Soctat ACCOUNTS oF THE UNITED Ki1NGDOM 


Tables 33-38 show the inter-relations between the various estimates contained 
in the earlier part of the paper. They summarise in accounting form the money 
flows of the British economy. 
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The general principle is that of normal double-entry book-keeping: every re- 
ceipt by an account appears also as a payment or a negative receipt by that 
account or some other. 

In most cases a receipt by one account is explicitly shown as a payment out of 
another account and a reference is given to the contra item in the bracketed 
number after the item. The exceptional items which appear only once in the 
tables are related as follows: 

items (le + 1f + 11 + 3le + 53) = items (16 + 27 + 38 + 57). 

Table 33 sets out the consolidated operating account of all agencies engaged in 
economic activity of any kind, i.e., in production in its widest sense. ‘These 
include companies and non-corporate enterprises, public corporations and other 
public enterprises, domestic servants and persons rendering services to public 
authorities and to private non-profit-making bodies. Their combined output is 
equal to the gross domestic product as defined in table 1. On the receipts side 
appear the proceeds of sales to different classes of purchaser together with 
subsidies received from public authorities. On the payments side appear out- 
goings on purchases of imported goods and services, provision for depreciation, 
and indirect taxes together with labour costs, net rents and trading profits. 
Profits include an element (which may in some years be negative) arising from 
the fact that stocks at start of year have been replaced at higher or lower prices 
during the year; the sums so absorbed are separately entered as adjusting 
items. 

The trading profit of companies and public corporation is carried down to the 
corporate income appropriation account, table 34. To corporate trading profits 
is added other income from holdings of public authorities’ debt and foreign 
securities and ownership of land and buildings. Part of the total income is 
distributed to shareholders at home and abroad in the form of dividends and 
interest; part is paid to the government in taxes on profits; part is absorbed in 
replacing stocks at higher prices; the remainder is carried to capital account 
as additions to tax reserves or to free reserves. 

Table 35 shows on the receipt side the earned income of persons, their income 
from the ownership of land and buildings, stocks and shares and government 
Securities together with income in the form of social security benefits. This 
income is spent at home and abroad on consumers’ goods and services, paid in 
taxes to the government or saved, i.e. put to capital account. 

Table 36 shows the current receipts of public authorities (central govern- 
ment, local authorities and national insurance funds) and their disposal. Any 
surplus, whether positive or negative, is carried down to capital account. 

Table 37 consolidates the capital account of the whole economy. On the re- 
ceipts side appear the various sums saved out of current receipts by persons, 
business enterprises and government, together with the sums set aside to provide 
for replacement of worn-out assets. All these sums are available to finance re- 
placement of, and additions, to, the national stock of assets at home and abroad. 

Table 38 summarises the relations of other countries to this country. It is, in 
fact, this country’s balance of payments on current account looked at from the 
point of view of the outside world. Hence, imports appear as a receipt of money 
(by the outside world), exports as a payment, and so on. 


Table 33. Production Account of the United Kingdom 


Items la—f and 2a—c have been defined in the notes to tables 2, 3 and 6. 
Items 1, 2 and 3 together measure the value of the gross output of productive 
agencies in the United Kingdom, i.e. the gross domestic product. 

9. Sales abroad.—Includes receipts in respect of war disposals, settlements, 
ete. (item 52e of table 38). 


Table 34. Corporate Income Appropriation Account 


This table combines the appropriation account of companies (as defined in the 
notes to table 8) and public corporations (as defined in the notes to table 6). 
The items of the table have been defined in the notes to tables 3, 6, 8 and 10. 


Table 35. Current Account of Persons 

18a. Purchases of goods and services from home production.—The same as 
item 19 of table 15. 

18b. Purchases of goods and services from abroad.—The same as item 20 of 
table 15. 

19. National insurance contributions.—The same as items 1 and 2 of table 24. 
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20. Provision for taxes on income: 

a. Payments.—The total of payments by persons and non-corporate enter- 
prises of income tax and surtax, and, in earlier years, of excess profits tax. 

b. Additions to tum reserves.—The difference between current liabilities and 
payments of income tax by persons subject to tax under Schedule D. No allow- 
ance has been made for the difference between current liabilities to, and pay: 
ment of, surtay. 

21. Provision for stock appreciation.—The same as item 9 of table 3. 

22. Gross personal saving.—The same as the last item of table 14. 

24. Wages, salaries and Forces’ pay.—The same as items 1 to 3 in table 3. 
25. Employers’ insurance contributions—lItem 4 of table 3. 

26. Mixed incomes of persons.—Item 5 of table 3. 

27. Rent, dividends and interest received less interest paid.—Item 6 of table 3. 

28. Social security benefits, etc.—Item 7 of table 3. 

Table 36. Current Account of Public Authorities 

This table summarises the income and current expenditure of public authori- 
ties in the United Kingdom. The term “public authorities” covers the central 
government together with all extra-budgetary funds (in particular the National 
Insurance Fund, the Industrial Injuries Fund and for the period before 5th July, 
1948, the Unemployment Fund and various national health insurance and pen- 
sions funds) and local authorities. Transfers between one public authority and 
another, such as Exchequer grants to local authorities and similar contributions 
to the national insurance funds, are excluded from both sides of the account. 
In the separate accounts for the central government, the local authorities and 
the national insurance funds shown in Section VI, each transfer is shown as a 
payment by one authority and a receipt by another. 

Expenditure by public authorities financed by direct sales to consumers or 
enterprises is excluded from the left-hand side of the account; correspondingly 
all sales receipts are evcluded from the receipts on the right-hand side and if 

made to persons, are included as part of personal consumption. 

30a. Purchases of goods and services from home production.—Public authori- 
ties, current expenditure on goods and services in the United Kingdom. 

30b. Purchases of goods and services from abroad.—This item is equal to 
items A.6a to 6e of the latest White Paper on the Balance of Payments (Cid. 
8201) Jess the estimated expenditure abroad included in these items on the pay 
of government employees including the Armed Forces (whose expenditure abroad 
is treated as part of personal expenditure). 

The sum of items 80a and 30), public authorities’ total expenditure on goods 
and services, is made up of item 23 of table 20, item 6 of table 22 and items 6 
eaind 7 of table 24. 

sla. Subsidies.—This item is shown in detail in table 25. 

31b. Social security benefits, ete—Social security benefits and miscellaneous 
transfers such as war pensions and gratuities and post-war tax credits. The 
various constituents of the total are shown separately in table 26. 

Sic. Debt interest —Equal to the sum of item 26 of table 20 and item 10 of 
table 22. This total inclndes national debt interest paid to the National Insur- 
ance Fund and debt interest paid by local authorities to the central government. 
Part of it is therefore duplicated in item 38, income from property received by 
public authorities. 

382. Transfers to private capital accounts less tares on capital—Payments in 
respect of war damage claims, post-war refunds of excess profits tax, payments 
of compensation to doctors and dentists, and capital grants to local authorities 
and other bodies (the various items are shown separately in table 20, items 29 
to 33) less death duties, special contribution and war damage premiums (items 7 
to 9 of table 20). 

39a. Direct tares on income paid by companies and public corporations.— 
Profits tax, excess profits tax and income tax paid by companies, less income tax 
deducted at scurce when dividends and interest are paid. 

37. Indirect tares——The various items making up the total are show sepa- 
rately as items 11 to 16 of table 20 and item 1 of table 22. 

38. Income from property.—This item is made up of item 10 of table 6, less 
the Dominions’ share of the accrued profits of the United Kingdom-Dominions 
Wool Disposals Ltd. (Joint Organisation) together with direct taxes paid by 
non-residents and receipts of rent dividends, interest (including national debt 
interest paid to the national insurance funds, interest paid by nationalised 
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undertakings to local authorities, and debt interest on loans from the Public 
Works Loan Board paid by local authorities to the central government). It is 
equal to the sum of items 20 of table 20, item 3 of table 22 and item 4 of table 24. 


Table 37. Combined Capital Account 

All the items of this table are covered in the notes to tables 35 to 356 except 
those representing transactious between the capital account of the rest of the 
world (items 41 and 42). These are described in the notes to items 58 and 04 
respectively of table 38. 

Table 38. Current Account of the Rest of the World with the United Kingdom 

This table is essentially the balance of payments of this country looked at 
from the point of view of the rest of the world. Thus, imports appear on the 
receipts side, because they represent receipts to the foreign exporter; exports 
appear on the payments side, because they represent payments by foreign 
importers, 

The figures in the table are derived from table 1 of the latest White Paper on 
the Balance of Payments (Cmd. 8201). 

52. Purchases from United Kingdom production: 

a. Merchandise.—KEquals item A.8 in the Balance of Payments White Paper. 

b. Shipping services.—Equals item A.9 in the Balance of Payments White 
-aper. 

c. Tourism.—Equals item A.11 in the Balance of Payments White Paper. 

d. Other services (net)—Equals item A.12 in the Balance of Payments 
White Paper, plus the Dominions’ share in the profits of the Joint Wool 
Organisation, less the amount of taxes on undistrivuted profits paid to foreign 
Governments by British companies operating abroad whose profits are in- 
cluded in item 1d (see notes to table 8), plus film royalties. 

e. Payments in respect of war disposals, settlements, ete—Except in 1946, 
the same as item A.6 (f) of the Balance of Payments White Paper. Here 
entered as a payment by the rest of the world to the United Kingdom. For 
1946 it includes receipts set off against War Office expenditure abroad. 

53. Interest, profits, dividends and rent paid to the United Kingydom.—Equals 
item A.10 of the Balance of Payments White Paper. 

54. Net grants, etc. to the United Kingdom.—Liquals item B.1 of the Balance of 
Payments White Paper. 

56. Sales to the United Kingdom: 

a. Production —lItem A.1 (g) plus item A.2 of the Balance of Payments 
White Paper, plus the estimated business expenditure on foreign travel. 

b. Persons.—lItem A.4 of the Balance of Payments White Paper, less esti- 
mated business expenditure on foreign travel, plus the estimated expenditure 
abroad by British Government employees, including members of the Armed 
Forces. 

ce. Public authorities —Except in 1946, the same as items A.6 (a) to (e) of 
the Balance of Payments White Paper, Jess the estimated expenditure abroad 
by British Government employees. For 1946 includes War Office expenditure 
offset by receipts included in 52e. 

57. Rent, dividends and interest received from the United Kingdom.—Item 
A.B plus AJ of the Balance of Payments White Paper, plus the Dominions’ 
share of the profits of the Joint Wool Organisation, plus the amount of taxes 
on undistributed profits paid to foreign Governments by British companies 
operating abroad whose profits are included in item 1d, plus film royalties. 

58. Net investment by the United Kingdom.—The net change in capital account 
given under B.VI of the Balance of Payments White Paper. 








APPENDIX. 


APPENDIX 1 


STATEMENT OF R. ALLEN GRIFFIN, DirecTor, Far East Program PIvIstIon, Eco- 
NOMIC COOPERATION ADMINISTRATION, BEFORE THE SENATE COMMITTEE ON 
FOREIGN RELATIONS AUGUST 7, 1951 


This statement pertains solely to the six Far Eastern countries where ECA is 
now conducting grant aid programs. 

The most active threat to the security of the free world today is in the Far 
East. Not only did the Communists attack in Korea but they are carrying on 
large-scale attacks in Indochina, and smaller-scale, more dispersed attacks in 
Burma and the Philippines, and are fomenting lawlessness in Indonesia. For- 
mosa is under continual threat of Communist invasion from the mainland. In 
all of these countries either direct Communist aggression or internal Commu- 
nist subversion—designed to rob these countries of their independence and force 
them into the service of the Communist world—is an active threat. 

The United States is now carrying on aid programs in six countries of South- 
east Asia. In Formosa, an ECA program has been continuously in operation 
since the Spring of 1949, under the authority of the Foreign Assistance Act of 
1948. Programs in Burma, Indochina, Thailand, and Indonesia were initiated in 
1950, and in the Philippines in April, 1951, under the authority of the Foreign 
Economie Assistance Act of 1950. 

These programs in Southeast Asia are essential tools of United States foreign 
policy which seeks to so strengthen the countries as to enable them to resist in- 
ternal and external pressures. The freedom and independence of the countries 
of Southeast Asia are vital to the United States. Southeast Asia dominates a 
corner of the world and controls the passages and communications between the 
Pacific and Indian Oceans. The building up of armed defenses against Com- 
munism the world over requires ever increasing quantities of raw materials, 
and Southeast Asia is one of the greatest producing areas in the whole world, 
supplying needed tin, rubber, petroleum, fibres, essential oils and fats and other 
strategic materials. There could hardly exist a multilateral world eeonomy 
without Southeast Asia. It is a potentially rich area. Its people are capable, 
with our understanding and with our moral and physical assistance, of develop- 
ing it and reaping the rewards of that development. 

United States military assistance is being extended to four of the countries 
of Southeast Asia. But the defense of Southeast Asian countries cannot be 
assured by military means alone, or even primarily by military mweans. Except 
in Formosa, the chief danger is one of internal subversion whose breeding ground 
is hopelessness. despair, and poor living conditions due in part in some cases to 
administrative deficiencies of inexperienced, overworked and undermanned 
governments. 

Most of the countries of Southeast Asia are too weak internally to stand with- 
out outside support. Four of them are newly independent, with little experience 
in self-government. No modern, self-governing state—and especially no state 
with a democratic form of government—can maintain itself and develop its re- 
sources unless it performs a minimum of public services in the fields of health, 
agriculture, education and technical training, transport and communications, in- 
dustry, and over-all economic planning and prospecting. The countries of South- 
east Asia are acutely deficient in these public services and in the technicians, 
equipment, procedures, and institutions for carrying them on. The very first 
step in any program of economic development designed to increase production and 
standards of living must therefore be the organization and maintenance of self- 
sustaining public services. 

Accordingly, during these first several months of operations in Southeast Asia, 
ECA has tried first and foremost to help the governments establish or improve 
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essential services and institutions, create planning agencies, initiate surveys and 
pilot projects—and thus to lay a foundation for economic development. 

It was no accident that this was also the approximate way to go about earning 
the confidence of governments—for these were and are the problems with which 
the governments of the area are overwhelmingly concerned. 


Costs 


The ECA is not undertaking any large-scale public works in any Southeast 
Asia country and only small amounts of capital goods are involved. The total 
dollar cost of the fiscal year 1551 program in the six countries of Southeast Asia 
was $157,000,000. Of this, $100,000,000 consisted of essential industrial raw 
niiterials, fertilizer, and consumers’ commodities for local sale fo combat searci- 
ties and inflation (in Formosa) and to provide local currencies needed to insti- 
tute agricultural, health, transportation and other services acutely needed, and 
to provide direct economic support for local military defense activities. (Of the 
total commodity program in fiscal year 1951 more than three-quarters went to 
Formosa alone, for whose defense the United States has assumed special respon- 
sibilities, including the defense mission of the Seventh Fleet.) This left $57,- 
000,000 for the dollar costs of technical assistance and supporting equipment and 
supplies and minor capital improvements in the six countries. 

Considering the vital importance of these countries to the military security and 
economic well-being of the United States and the whole free world, these costs 
may be regarded as small in relation to our objectives. 


HOW THE ECA CARRIES ON PROGRAMS 


The first step in initiating aid programs was the negotiating of bilateral agree- 
ments; the second was the establishment of a Special Technical and Economic 
Mission (STEM) in each country—for the aid program in each country is built 
brick by brick out of the recommendations of the Mission. The Mission's ree- 
ommendations in turn are arrived at as a result of joint study and consideration 
between it and the government. —~ 

The countries of Southeast Asia established governmental machinery to work 
with the STEM’s in the development of aid programs. For example, in Burma 
there was established what is known as the Burma Economic Aid Committee, 
which consists of principal officers of the Burmese Government departments 
concerned. The Committee meets twice monthly with the principal cfficers of 
the STEM. All aid proposals prepared by the Ministers are jointly considered 
screened, and transmitted to RCA-Washington for consideration and final action. 
Similar machinery was established in the other Southeast Asian countries. 

The spirit in which the ECA Missions offer their services to the various govern- 
ments and peoples of Southeast Asia is this: “How can we help you solve your 
most pressing problems?” 

There is no shortage of problems confronting these Southeast Asian coun- 
tries. Burma’s economic plant and the public services essential to its efficient 
operation suffered enormous damage and deterioration during the, war, the 
subsequent insurrections, and the transition from foreign rule to independence. 
And the Burmese Government does not have technicians or administrators, or 
training and research institutions, or equipment and supplies, or adequate reve- 
nues, for remedying these basic deficiencies. 

Formosa is obliged to support a large military establishment for the defense 
of the island, as well as sustain a million refugees and the superstructure of the 
Chinese Nationalist Government. Without strong help it cannot maintain the 
economic and political stability necessary for military defense. That is why 
the program there is relatively so large. 

The Associated States of Indochina, under constant Communist attack and 
competing with the Communists for the support of the people must develop the 
governmental strength and services needed to allow them to respond to the 
people’s needs—and they do not have enough revenues or equipment or supplies 
or technicians for the task. 

Indonesia, newly independent, finds itself with a large and complex economy 
but without sufficient administrators, technicians, and institutions needed for 
operating it effectively. 

The Government. of the Philippines is unable, without outside aid, to conduct 
eflicient and effective government services and undertake economic development 
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that can solve some of the urgent problems of the people and prevent them from 
turning in despair to lawlessness and the Communist-dominated Huks. 

Thailand is in need of outside aid to help it strengthen the economic and 
social foundations of political stability against rising social and political 
pressures, 

The aid we bring these countries is directed to the particular needs of each 
government. In Formosa, the central problem being the battle against infla- 
tion the program includes large amounts of producers’ and consumers’ goods for 
local sale, supplies in direct support of military assistance, and equipment and 
supplies of technical assistance for increasing industrial and agricultural pro- 
duction. In Indochina, the biggest problem being the shortage of local revenues 
needed to pay for public services, about half the ECA program is devoted to 
the supply of commodities for local sale, proceeds of which are then used for 
needed services and projects. In other countries there is greater relative need 
for technical assistance, both for general economic planning and development 
and for specifie technical projects, and in those countries technical assistance 
With supporting equipment and supplies bulks large. In three countries ECA 
finances the services of American engineering firms which are aiding the gov- 
ernments plan and carry out programs of economic development. In mest South- 
east Asian countries our programs are supplying health technicians, public health 
experts, sanitation engineers, experts in a great number of agricultural prob- 
lems, transportation specialists, minerologists, and the like to help get specific 
projects under way, and to establish institutions for training experts and de- 
veloping technical know-how. In Thailand, an American road engineer is help- 
ing draw up a road-building program and U. S. read -building equipment is being 
supplied to help make it a reality. U. S. technicans are helping to improve 
port facilities in Rangoon and Bangkok: they are helping eradicate farm animal 
diseases in Burma; they are helping develop efficient methods of public adminis- 
tration in nearly every department of the Philippine Government. 

The benefits of these activities are not temporary. The object is to build in- 
stitutions and procedures that will provide a continuing supply of trained men 
and technical know-how and that will help unlock the great resources of these 
countries for their own and the whole world’s good. 


THE COUNTRY P2LOGRAM 


The need of any country for public services and economic development must be 
met primarily through the most efficient use of its own resources. In addition, 
various kinds of outside aid may be available—ECA aid, Export-Import Bank 
loans, International Bank loans, U. N. technical assistance. In our view it is 
highly important that all of the resources, domestic and foreign, available to each 
country be used in the most efficient and effective way. It is for.this reason that 
we aim, to the fullest extent possible, to fit our aid into a Country Program for 
the use of a country’s total resources. It is only through the drawing up of such 
a Country Program that the total needs of a country in all fields can be com- 
prehensively surveyed and balanced against all resources available, and the 
most effective plans possible laid for their use. 

If these various instruments of foreign aid in any country were employed 
separately, there would inevitably be waste, and the pace at which any country 
might develop strength under such circumstances would be retarded. The ECA 
is firmly convinced that in any single country all United States aid operations— 
whether technical assistance, grants, or loans—should be centered for program- 
ming purposes in a single United States Mission and that that Mission shon!d 
work as closely as possible with the host government through a total country 
program. The working out of Country Programs with the governments con- 
cerned is one of the most important functions performed by our Missions. 

The ideal of a Country Program has not been reached in any of the countries 
in which we operate. Nevertheless, the machinery established in each country 
for working with ECA is to a degree serving as a general planning and co- 
ordinating agency, and we hope that in time genuine Country Programs will 
emerge. 

THE EARLY IMPACT 


The going aid programs in Southeast Asia are based on the well-founded 
premise that, unless concrete results can be achieved promptly, there will be no 
future for long-range technical assistance and economic development programs. 
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We believe therefore that in countries where the threat of subversion exists, 
technical assistance must be on such a scale, and accompanied by equipment and 
supplies in such volume, as to allow an early impact on the economic and social 
and political situation. Our programs therefore in a very real sense are intended 
to safeguard the future of the countries of Southeast Asia by employing all the 
various instruments of aid—technical assistance, grants, loans and general 
economic planning aid—now, and in sufficient volume. 


THE VILLAGE-LEVEL APPROACH 


It is in the rural villages of Southeast Asia that one finds the core of ultimate 
political power. The Communists conquered Red China by capitalizing upon 
rural poverty and unrest. Careful observers of the Asian scene.are unanimous 
in their opinion that programs of economic development must be deeply and 
practically concerned with the people of the villages. In Southeast Asia, we have 
tried to find out what are the most rudimentary needs and desires of the rural 
populations, to derive our ideas of what should be done from a study of their 
feelings and of their needs. We have used, and are using, our influence and 
our programs as much as possible to see to it that aid programs genuinely try 
to solve the problems of the rural masses and promote a broad base of popular 
support for democratic government. Thus, our health programs emphasize 
mobile health units that circulate in the rural villages, mobile clinics, and rural 
health centers; our extensive agricultural aid programs stress a wide range of 
extension services; and our industrial projects include the development of small 
rural industries. 

COORDINATION WITH MILITARY ASSISTANCE 


In four countries, Formosa, Indochina, Thailand, and the Philippines, not only 
are economic assistance programs under way but also military assistance pro- 
grams, the latter being administered by U. S. Military Assistance Advisory 
Groups. In Formosa one of the principal objects of ECA aid programs is to help 
relieve the inflationary impact of the defense effort which the Nationalist Gov- 
ernment of China, with extensive U. S. assistance in the form of military equip- 
ment and supplies, is maintaining. Both in the planning and conduct of pro- 
grams, in Washington and in Formosa, there is close coordination between the 
ECA program and military assistance. In Indochina, Thailand, and the Phil- 
ippines, the inflationary impact of military programs is far less and the same 
degree of meshing of programs is not necessary. Nevertheless, in Indochina, 
Thailand, and the Philippines, close relations are maintained between the STEM’s 
and MAAG’s and there is frequent opportunity for inclusion in a STEM pro- 
gram of projects that are likewise useful for over-all military strength, as, for 
example, aid to highway building in Indochina and Thailand, and attention to 
refugees in the war zone in Indochina. 


COUNTERPART FUNDS-—-SALES PROCEEDS 


In order to attract and maintain popular non-Communist support, the gov- 
ernments need immediately to inaugurate projects and build essential public 
service for which they may or may not be able to raise local currency revenues 
to pay local costs. All Southeast Asian countries are not therefore required to 
put up counterpart funds on a commensurate value basis. In some countries the 
aid programs include the importation of substantial amounts of essential civilian 
supplies that are then sold for local currency. The sales proceeds so generated 
are then put in a counterpart fund which the local governments and the ECA 
jointly use to pay the local costs of projects. This is the case in Indochina, 
where half the dollar cost of the program consists of commodity supply. The 
Burma Government pays most of the local costs of the program from tax and 
other revenues, having only a small commodity import program to generate 
the remainder of the local currency for needed projects. The Philippines pro- 
gram has a substantial commodity program, and Formosa has by necessity the 
largest commodity import program of all. Programs in Thailand and Indonesia 
are on a full commensurate value basis, with the United States dollar of aid 
matched to local counterpart put up by the recipient government. Our pro- 
grams there do not generate sales proceeds, 

This variable counterpart practice differs from that in the European Recovery 
Program of regularly requiring full deposit of counterpart for dollar aid 
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granted. This variation was neccessary because of the differing character of 
the problems in some Southeast Asian countries. However, in Southeast Asia 
there is no question whether the countries are making a maximum effort at self- 
help as a condition of our aid. By the very nature of the programs—which are 
built up of specific agreed projects—we are helping the Southeoast Asian coun- 
tries with their own national efforts. Commodities supplied are either directly 
for the use of governments, or for sale, with proceeds used by governments for 
specific agreed projects. 


RESULTS OF FIRST YEAR OF OPERATIONS 


It is perhaps too soon to assess with full confidence the first year of our opera- 
tions in Southeast Asia. The fact that we have had authority to operate there 
for a year does not mean that we have had substantial programs going for a year 
for it has taken some time to get the missions established, the programs drawn 
up, nnd the pipelines flowing. 

Nevertheless, it is possible to indicate some real accomplishments. In the 
first place, we are beginning to win the confidence of the governments and people 
of Southeast Asia. In Burma, in Indonesia, in Indochina—where suspicion of 
the motives of the Westerner is an understandable legacy of colonialism—wWwe 
have rolled up our sleeves and asked of governments how we could help them 
solve their most urgent problems. This approach has been on the whole rewarded 
by an inereasing cordiality, trustfulness, and cooperation which cannot fail to 
lead to better understanding between our countries. We are, of course, no 
strangers in the Philippines and Formosa; during the past year our increasing 
understanding of their problems and aid in their solution have cemented even 
more closely our relations. In Thailand cordial relations have grown even more 
cordial. 

These questions of confidence, of course, are extremely difficult to gauge but 
we think that by this measure alone the programs we have been carrying on in 
Southeast Asia have been worth a great deal to the United States Government. 

We are not yet prepared to state that we have strengthened the governments 
of Southeast Asia during the first year of operations, but we have started a 
wide range of strength-building projects. The fact that a United States Special 
Technical and Economic Mission is in each country, equipped with the instru- 
ments of aid, and ready to help, recruiting and making available technical 
experts and beginning to deliver equipment and supplies, has been of psycho- 
logical value in strengthening governments and in stabilizing political situations. 

There have been certain tangible accomplishments. 

In Formosa, where we have been operating a program since the Spring of 
1949, the benefits of a well-thought-out and implemented aid program are evi- 
denced by the order that prevails there and the fact that the economy still 
functions reasonably well in spite of the burdens placed upon it. Formosa is a 
directly threatened country sheltering a large army and a million refugees, with 
a huge defense burden. And yet, not a single guerrilla band operates in the 
island. Law and order prevails. The farmers, aided by recent land reforms 
and other agricultural programs have remained steady, and threatening inflation 
has been largely kept under control. There is no question that, had it not been 
for ECA aid in bringing supplies and promoting increased local production, in- 
filation in Formosa would have so impaired the livelihood of the masses of the 
people and so rotted the social and political foundations of the country as to 
undermine military defense. 

The economic and security situation in the Philippines is considerably brighter 
now than it was 6 months ago. The chief reasons for this improvement are the 
tax, wage, and other reform legislation enacted as a prerequisite to United States 
aid (under the Foster-Quirino Agreement). These developments served in 
themselves to retard inflation, generate greater confidence and hope, and check 
the mounting unrest upon which the Huks had been successfully capitalizing. 
The initiation in April of ECA programs to aid Philippine reconstruction and 
development as outlined in the Bell Mission Report encouraged these favorable 
trends. ‘The early commitment of half the first allocation of $15 million for 
salable commodities had a direct anti-inflationary effect and at the same time 
promised to generate a substantial fund of counterpart local currency with which 
to pay the local costs of needed projects and services. 

In Indochina United States supplies have enabled the governments to demon- 
strate to thousands of war refugees that they were there to render succor to 
their people who were dispossessed and impoverished by the Communist rebels. 
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A refugee housing project in Saigon is demonstrating effectively the same point, 
while ECA aid to highway construction has been of great value both to the 
civilian economy and to the military operation and has also given employment 
to refugees. In addition, 21 projects had been undertaken by June 30 to combat 
the basic diseases endemic in the area such as malaria, trachoma, and VD, 
and to strengthen the hospitals, medical schools, and health centers. Forty- 
seven projects were undertaken or in the active planning stage in the field of 
agriculture, including forestry and fisheries—typical projects being the distribu- 
tion of fertilizer to increase rice production, the rebuilding of the destroyed 
Sontay Irrigation Station, the distribution of improved farm tools, and the 
strengthening of veterinary services. Approximately 35 transportation, power, 
and public works projects were under way by the end of fiscal-year 1951. Most 
important of these were the vital road repair progranis in all areas and improve- 
ment of cargo-handling facilities on the rivers. 

As of June 30, 39 United States technical experts furnished under ECA 
programs were aiding the Government of Burma carry into execution needed 
projects. Three health teams had been organized and put into the field with 
supporting equipment and supplies. ECA-supplied drugs and antibiotics had 
proven effective in meeting an emergency situation stemming from a smallpox 
epidemic. United States medical specialists engaged in teaching and demonstra- 
tion were beginning to make headway. Raw cotton delivered had made possible 
the opening of Burma’s new and only modern spinning mill, American designed, 
built, and equipped at the expense of the Government of Burma. Cotton yarn 
had made possible the opening of Burma’s far-flung cottage-weaving industry. 
Local currency generated from the sale of the cotton and cotton yarn was being 
used to institute needed projects and services. The rehabilitation of Rangoon 
harbor had been started. A wide variety of projects, including vaccine produc- 
tion, the establishment of quarantine facilities, the control of livestock diseases, 
and the building up of agricultural extension services had been projected and 
was awaiting the arrival of ordered equipment and supplies. 

As of about a month ago, 62 American technical experts were working in 
Thailand under the United States program. Of these, 27 were medical and 
publie health specialists, some in the field, others attached to the faculties of 2 
Thai medical schools, engaged in training doctors and nurses; 26 were agricul- 
tural experts engaged in teaching, training, and extension work in the Thai 
Agricultural Center at Bangken; and 9 were industry, mining, and transportation 
specialists making surveys and advising the Thai Government on specific projects. 
Many projects were under way. Technical assistance and equipment had been 
provided to help the State railways maintain their rolling stock. Some small 
electric power units had arrived and others were en route. The arrival in June 
of a dredge provided by ECA assured the deepening of the Bangkok harbor 
channel, so that 10,000-ton ships can move to the harbor of Bangkok, expediting 
deliveries and cutting lighterage costs. A highway construction program had 
been drawn up with the aid of an ECA highway engineer and will be executed 
with the aid of highway-building equipment that has been ordered, a matter of 
importance in Thailand's defense as well as of economic benefit. United States 
mining experts have stimulated explorations which give promise of greater 
production of tin and tungsten and are aiding the Thai Government in planning 
the production of lignite briquettes for railway and industrial fuel. Health 
teams have been organized and equipped and are already at work aiding in the 
control of malaria and other diseases. A wide variety of aid projects designed 
to increase agricultural production have been started. 

In several of the countries, the ECA programs are the first United States 
Government operations of any magnitude. We are bringing them technical as- 
sistance and equipment and supplies, but we are learning as much from them 
as they are learning from us. We are learning first and foremost how com- 
plex are the problems facing the leaders of these countries. We are learning 
humility in approaching their problems, and that may be the beginning of 
genuine friendship and increasingly practical helpfulness. 


PROSPECTS FOR FISCAL 1952 


In the year ahead the pressure of the Chinese Communists on Southeast Asia 
is likely to increase. Internal pressures are also likely to increase in a number 
of countries. The fight in Formosa against runaway inflation will continue to 
be touch and go. : 
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United States aid programs, though marginal in nature, will be in better 
position to aid the governments of Southeast Asia resist pressures that threaten 
their independence. Our Missions will be fully manned. The pipelines are 
filling and the arrival of United States equipment and supplies will certainly 
be much more satisfactory in quantity. Increasing numbers of technical experts 
are arriving to help get needed projects under way. The projects should begin 
to bring tangible benefits to the people. 

We believe that with our aid the strength that can be mustered in Southeast 
Asia will be adequate to enable successful resistance to expected pressures. 

The issue with which we are dealing is whether the countries of non-Commu- 
nist Asia can become strong and self-sustaining members of a free world. This 
depends in large measure on whether the West can win the friendship of the 
countries of Asia and channel to them enough of the missing components of 
strength to permit them to develop their own latent strength. This issue will 
be with us for some years, but the year ahead will be one of the most critical. 
We will need all of the tools we can get for the task, but we are confident 
that the challenge can be met. 





APPENDIX 2 
Aveust 23, 1951. 
Hon. WILLIAM L. DAwson, 
Room 1510, New House Office Building, 
Washington 25, D.C. 

DearR Mr. CHAIRMAN: Recently I discussed with you the importance and 
necessity of an overseas field study in several matters which the Subcommittee 
on Inter-Governmental Relations had on its working calendar. I had not 
planned on a subcommittee trip of this nature but, as I emphasized to you, many 
quarters of the Congress are very interested in our activities in war surplus, 
Federal supply management, including the military, and the steps we should take 
to prevent what has happened in the property field since the close of World War 
II. The pending Korea truce has thrust us into the position of making known 
to the Congress the most desired path to follow for legislation in these fields. 
The subcommittee has been taking testimony now for over fourteen months in 
these matters. Worth-while work has been done by the membership of the Ex- 
penditures Committee. 

To outline what program our proposed trip should include, the following 
should be cited: 


War Surplus 

The end of World War II inaugurated a program whereby the United States 
virtually abandoned billions of dollars of equipment overseas to be used in the 
rehabilitation of the devastated and war-torn countries. This policy, our studies 
have brought out, was less than successful. In the case of trucks, for instance, 
the nse was forestalled by lack of roads, wheel-base taxes, and the unavailability 
of high-octane gas for propulsion. The subcommittee was distressed to learn 
that in almost every instance in Germany, Philippines, France, England, Belgium, 
Italy, Africa, the Aleutians, as well as Bermuda, a syndicate of operators entered 
the picture, apparently influenced the local commissions, and purchased for ex- 
port under bulk sales agreements the majority of this material and equipment. 

The Korean truce will demand of the Congress legislation looking to the feas- 
ibility of retaining this property under the jurisdiction of an American com- 
mission for world-wide sale and distribution instead of the alarming experiences 
arising out of our postwar program. The geographical areas where this mat- 
ter has happened and will happen again should be visited. 


Scrap program 

Today the United States faces a critical shortage in scrap. All steel pro- 
duction is based on the scrap tonnage available for processing. Approximately 
two million tons per month is needed to meet our existing industrial require- 
ments. There is evidence that over 20 million tons of scrap is available in 
Korea. This reservoir of material becomes of the greatest importance when 
the Korean truce become a reality. At present there is a conflict existing be- 
tween General Services Administration and the Department of Defense over 
possible future plans for handling this vast amount of scrap. The General 
Services Administration was originally contemplated as the agency for re- 
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turning this scrap to the United States, where it would be allocated to the steel- 
producing centers as a credit on Government industrial steel contracts. The 
Department of Defense, however, takes the position of favoring the return of 
this material to the United States, and its sale to the scrap and salvage trade. 
This latter method is a way by which the black market could be easily fed from 
this supply in Korea. President Truman has become so concerned over the 
stock-piling of strategic and critical material that he has created a new agency 
to handle this phase, and has Jess Larsen of General Services Administration 
assigned to head this new agency. There is our vast amount of scrap in Europe, 
especially in Germany. This scrap residue the Germans have avidly retained 
as a means of strengthening their position should they be given an opportunity 
to step up their industrial production, and as a means of supporting a West 
Reich Army should the latter be permitted under NATO. 

Federal supply management 

The Subcommittee recently held hearings on implementation of the Sixth In- 
termediate Report dealing with eae Supply Management. Acting Secretary 
of Defense Lovett, Secretary of the Navy Kimball, Assistant Secretary of the 
Navy Koehler, Under Secretary of the Army Alexander, and Assistant Secretary 
of the Air Force Gilpatric were witnesses. Munitions Board Chairman Small, 

yeneral McNarney of the Office of the Secretary of Defense Management, and 
general otticers of the various services were also present. Each stressed the im- 
portance of our continued interest in visiting the military installations for im- 
provement in the field of supply management. Our transcript, in which the 
various heads of the military activities were cross-examined, has hig” of im- 
measurable assistance to not only the committees of the House and the Senate, 
but to the Departments of the Army, Navy, and Air Force. In recent visits with 
President Truman, he stressed to me his experience as Chairman of a similar com- 
mittee during World War If. He has a sustained interest in our Committee 
program and urged our studies in this field. 

Better supply discipline, conservation, training, and greater integration of dis- 
tribution methods are a “must”—if we are not to bankrupt the Nation in our 
activities overseas. We have in this recent report a document in which the De- 
partment of Defense found no defect, even though they could not concur in all 
areas. 

Mutual Security Act of 1951 

A few days ago we passed the most important piece of legislation in almost a 
decade: The Mutual Security Act of 1951. This legislation is the groundwork 
for our national security. It is our means of preserving this Republic from the 
hordes seeking world domination. During the debate on this measure, I offered 
the following amendment: 

“f, guarantees by the eligible nation that it will notify the United States 
whenever it ceases to use any equipment or material furnished to it under this 
act (other than equipment or material furnished under terms requiring the na- 
tion to reimburse the United States in full therefor) for the purposes of this act 
and that it will transfer title to, and possession of, such equipment or material 
to the United States (1) for return to the continental United States for salvage, 
or scrap, or (2) for such other disposition as the President shall deem to be in 
the interest of the United States.” 

This amendment after its acceptance by Chairman Richards of the House 
Foreign Affairs Committee was agreed to without a dissenting vote. This places 
grave responsibility on our Committee to further our interest in the field of 
salvage scrap, war surplus, and supply. 

I have discussed this matter with the Membership of the Subcommittee. They 
have indicated to me that they are available for these overseas studies. I am 
directing letters to the Chairman of Munitions Board, Director of the Bureau 
of Budget, and Comptroller General in order that the men I have found most 
qualified will be available. This step is of immediate necessity since we should 
like to reserve the services of these men before they might be possibly assigned 
to other agency or Congressional committee projects. The success of an over- 
seas committee depends to the largest extent on the caliber of the accompanying 
staff. In undertaking such a responsibility I would want to come out with a 
worth-while report and a number of recommendations that would be of the 
greatest assistance to the Congress. Incidentally, a reporter for the purposes 
of a transcript of testimony would be essential. I have given much thought 
to how this study might be handled. I should like to suggest that this not be 
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divided into two subcommittees in view of the world-wide syndicate operations 
of George Dawson, and the close contacts we have had with General Van Fleet 
of Korea, and the concurrence of General Ejisenhower’s views with those 
expressed in our intermediate report. The Subcommittee upon reaching its 
farthest point in the Far East theatre would be in a better position to return 
by way of Europe. The Department of Defense officials have indicated to 
me that such a proposed itinerary is in keeping with their policy. Therefore, 
one group of individuals who have handled this matter throughout will be in 
a position to have the whole story. The writing of the report would be thereby 
facilitated. 

This trip should not be longer than five or six weeks, with a departure date 
not later than October 1, which is believed to be about the point of recess in 
the House. 

With kindest personal regards, 

Sincerely, 
HerBert C. BONNER, Chairman. 


APPENDIX 38 
SEPTEMBER 24, 1951. 
Congressman HERBERT C. BONNER, 
1015 House Office Building, Washington, D.C. 

My Dear CoLLEAGUE: The Committee on Expenditures in the Executive Depart- 
ments is undertaking a series of field studies in military supply management, 
scrap, and surplus programs, and the operations of certain international organi- 
zations, 

I believe that in naming you as chairman of this special committee, these areas 
of vital interest to the Congress and our Committee will receive a thorough and 
analytical evaluation. 

There is a definite need at this time for a worth-while report which could 
make available to the Congress much information of great assistance in con- 
sideration of legislation. In authorizing this survey, the Committee will expect 
that appropriate briefs here in Washington will be completed prior to departure. 

The public today is greatly interested in our foreigin policy, and the expendi- 
tures which it entails. Our Committee has a clear duty in bringing this informa- 
tion and evaluation to the attention of the Congress and the public. 

I feel that you and the Subcommittee will carry out the examination of our 
overseas programs and discharge this responsibility in a highly comendable 
manner. 

With kindest personal regards, I am, 

Sincerely, 
WituiaMm L. Dawson, Chairman. 





APPENDIX 4 
JANUARY 31, 1952. 
Mr. THOMAS A. KENNEDY, 
General Counsel, Committee on Expenditures 
in the Executive Departments, House of Representatives. 


Dear Mr. KENNEDY: During a recent conversation with Mr. Ernest Sargeant of 
this office, you requested that the Inter-Governmental Relations Subcommittee 
of the House Committee on Expenditures in the Executive Departments be sup- 
plied with a statement showing the value of the property reacquired from STEG 
as a result of the two STHG freezers, the first one being in October 1950, and 
the second in April of 1951. In response to that request, I am pleased to give you 
the following information. 

With respect to October 1950 freeze, which as you know was against Army 
needs in Europe, about $75,000,000 worth of property (based on original acqui- 
sition cost to the Army) was reacquired. Since this property was transferred to 
STEG originally at 21 cents per dollar of such original acquisition cost, the value 
of this recaptured property, when based on its cost to STEG, amounted to about 
$15,000,000. This information, I find, was also included in Mr. Pace’s testimony 
given on March 15, 1951, in the course of hearings before the Inter-Governmental 
Relations Subcommittee. 
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In a subsequent letter to Congressman Bonner dated May 24, Mr. Pace informed 
the committee that the value of the property to be reacquired as a result of the 
April 1951 freeze, which as you know was against world-wide requirements, 
amounted on an original acquisition cost basis to approximately $26,511,000. 
Based on its cost to STEG, this property had a value of approximately $5,567,- 
310. This property is described in detail in the reports made by the Technical 
Services screening teams, which reports have recently been supplied by the Inter- 
Governmental Relations Subcommittee. Since the date of that letter and the 
preparation of those reports of the screening teams, it developed that some of the 
property which the Army had expected to reacquire and which was reflected in 
the valuation described in Mr. Pace’s letter of May 24, had been committed by 
STEG to friendly nations for their defense. This property thé Army has accord- 
ingly released for delivery to such nations and it has not been reacquired. The 
value of the property so released is, based on original acquisition cost, between 
approximately $38,000,000 and $3,500,000 or based on its cost to STEG, between 
approximately $630,000 and $735,000. 

A statement concerning the claims filed to date with the Department of the 
Army in connection with these two freezes is currently being prepared and will be 
forwarded you shortly. 

If you desire any further information in connection with this matter, please 
do not hesitate to call on me. 

Sincerely yours, 
F. SHACKELFORD, 
Department Counselor. 


APPENDIX 5 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE DEPARTMENT COUNSELOR, 
Washington, February 20, 1952. 
Mr. THOMAS A. KENNEDY, 
General Counsel, Committee on Expenditures in the 
Erecutive Departments, House of Representatives 

DEAR Mr. KENNEDY: In aecvordance with my previous letter to you of January 
31, 1952, I would like to give you the following information concerning the claims 
filed to date with the Department of the Army in connection with the two STEG 
freezers, the first freeze being in October 1950 and the second in March 1951. 

Claims in connection with these two freezes are first presented to the European 
Command where they are, as you probably know, processed and then forwarded 
to the Department here in Washington. Thus far, the Department of the Army 
has received from EUCOM only two claims—both from Oakland Truck Sales, 
Ine., of Pittsburgh, Pa. The first of these claims, dated April 24, 1951, arises 
out of the first freeze reacquisition of equipment to which Oakland alleges 
title. The amount claimed in this April 24, 1951 claim, based on asserted market 
value of the items covered, totals $509,100. -Oakland’s second claim, dated 
May 18, 1951, arises out of the second freeze reacquisition and likewise covers 
items to which Oakland alleges title. This claim is in the face amount of $2,- 
539,999 and is also based on the asserted market value of the items concerned. 
Included in this latter claim are 2,152 Cadillac engine assemblies for which Oak- 
land is claiming $1,076,000. 

While these two claims of Oakland are the only ones received to date by the 
Department, EUCOM has advised us that other claims have been received. We 
have no details at present concerning how many such claims there are, although 
we have been advised without any further details that Groban Supply Co., of 
Chicago, Ill., has filed a claim arising out of the first freeze in the amount of 
$42,900 and that Cuban Truck & Equipment Co. has filed a claim in connection 
with the second freeze. 

I understand that you already are familiar with the claim of Frank Testa, of 
Cleveland, Ohio, arising out of the first freeze and the method used to settle 
this claim in Germany. 

The third party claims arising out of these two freezes are expected to fall 
generally into two categories, the first being where the claimant had a contract 
with STEG to purchase the property reacquired, but where title had not passed 
to the claimant at the time of reacquisition. The seeond is where title to the 
property reacquired had passed to the third party and where as a result it was 
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his property being reclaimed. Each of Oakland’s two claims falls in this latter 
category. 

To date, no settlement has been made with respect to any third party claims 
arising out of either of these two freezes, with the exception of the so-called 
Testa Claim. As you know from your conversation with Mr. Sargeant, of this 
office, we have had considerable discussion with Oakland concerning their two 
claims but, thus far, no definite action has been taken. I shall continue to keep 
you advised of the action taken by the Army in connection with all the claims 
received by the Department in this matter. 

Sincerely yours, 
F. SHACKELFORD, Department Counselor. 


APPENDIX 6 


Murvat Security AGENCY, 
Washington 25, D. C., February 14, 1952. 
Hon. Hersert C. BONNER, 
United States House of Representatives, 
Washington 25, D. C. 

Dear Mr. Bonner: During the course of the Bonner subcommittee briefing 
by the ECA mission to Greece in November, it is understood that you asked some 
questions as to what the administrative costs of the ECA mission to Greece had 
been during each of the years of its operations, and what the ratio of these 
costs were percentagewise to the total aid furnished to Greece. These questions 
were not fully answered with the information available at the meeting. 

We believe that the attached table will furnish the answers to your inquiry. 
You will note that the aid totals shown on the table differ from those furnished 
by the mission during your visit. This results from the fact that the totals 
given by the mission represent aid received while those shown on the attached 
table are the aid allotted during the periods shown. The figures shown for 
udministrative expenses do not include the expenses of attached United States 
personnel engaged in technical assistance activities. The dollar costs of this 
staff are included in the over-all costs of the technical assistance program. The 
technical assistance local currency costs are provided by the Greek Government 
and not from the United States portion (5 percent) of the local currency counter- 
part account, 

Sincerely yours, 
GrorcEe W. LAwSson, Jr., 
Director, Budget Division, 


(Table referred to above retained in subcommittee files. ) 
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DEPARTMENT OF THE AIR FORCE, 
Washington, March 22, 1952. 
lon. HERBERT C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reports that have reached me of the recent hearings 
held by your committee indicate that there are doubts in your mind regarding 
certain of the actions which the Air Force is taking or is planning to take in the 
supply field. 

I am writing you this letter in order to correct any misapprehensions you may 
have about certain features of the Air Force procurement and supply system, 
and also to repeat my previous invitation that you and your committee visit our 
Air Matériel Command at Dayton, Ohio. I believe that such a visit would clear 
up 2 number of issues in your mind, since the Air Matériei Command and its 
installations are the very heart of the Air Force supply system. 

At the outset, let me assure you that our supply activities are proceeding in 
accordance With directives of the Secretary of Defense, in coordination with the 
Army, and in accordance with my testimony before your committee last summer, 
We are not in any sense acting in disregard of higher level policy or directives, 




















FEDERAL SUPPLY MANAGEMENT 1459 


nor in conflict with the intent of the Unification Act as we understand that 
intent. 

It may be appropriate at this time to review some of our basic thinking on 
the questions which have concerned your committee. 

Since 1917 when the first air supply depot was established at Middletown, Pa., 
it has been our conviction that it is more efficient, and in some respects essential, 
for the Air Force to have its own supply system. We also believe in cross- 
servicing, wherever practicable, and if it results in greater efficiency. In certain 
parts of the world, we render complete supply support for both outselves and 
the Army. There are a number of other places where the Air Force is pretty 
much on its own, or at least in a dominant position. Obviously, in those areas 
we are compelled to accept full responsibility for distribution. . 

In England, in north Africa, in Greenland, in the Philippines, and in the Mid- 
dle East, our activities and operations are so much larger than that of the other 
services that it makes sense for the Air Force to perform the distribution 
functions. 

There must be, we believe, enough flexibility in the system so that differing 
arrangements can be made at various levels and in various parts of the world 
dependent on the local situation. In Panama and Hawaii, the Air Force has no 
depot supply facilities but relies entirely on the Army or the Navy. 

On the continent of Europe, as you were briefed, we have a plan for the sup- 
port of our Air Forces which we think would be the best arangement for that 
area. It should be borne in mind that in the event of war this area may become 
a combat zone. I mentioned this in my testimony last summer. We are pre- 
paring the details of this plan for submission to the Secretary of Defense for 
his review in accordance with his July 17, 1951, directive. 

We feel that there are certain commecen-use items, now handled by the Army, 
which should be our concern from the time these items enter the military dis- 
tribution system. I refer to the field of distribution as distinct from procure- 
ment. We have no intention of changing the existing procurement pattern. 

In some of your committee’s hearings, you have been reported as stating that 
the Air Force intends to set up technical services similar to those in the Army. 
I can assure you that the Air Force has no such intention. 

As a matter of fact, the logistic systems of the Army and the Air Force are 
organized along different lines. The Army technical service organization would 
not fit into the organization of the Air Force. In the Army, the various tech- 
nical services are organized along commodity lines; that is, vehicles, weapons, 
chemicals, electronics, housekeeping equipment, construction equipment, ete. 
A single technical service is responsible for one or more of these commodities in 
the sense that it is responsible for all of the various functions involved with that 
commodity. Examples of these functions are research and development, speci- 
fications, requirements, procurement, distribution, maintenance, disposal, and 
transportation. The Air Force, on the other hand, is organized along the 
functional lines. Each functional organization is responsible for handling all 
of the various commodities within that function. Our Research and Develop- 
ment Command looks after the research and development on items we procure. 
Similarly, procurement with which the Air Force is charged is handled through 
a single procurement agency. The same philosophy of functional organization 
pertains in the fields of distribution and maintenance. If any new items enter 
our distribution system, they are incorporated into the system we already have. 
No new organization, such as a technical service or even a new command, is 
involved. In fact, the Air Force could not use such a technical service without 
revamping its entire philosophy of organization. 

On a number of occasions during the course of your hearings you have men- 
tioned that the Air Force was establishing a new supply system for common 
items. I touched on that subject briefly in my testimony before your committee 
on July 20, 1951, but apparently I did not completely clarify the situation in 
your mind. The Air Force has no intention of establishing a new supply system. 
We believe the one we have is completely adequate for the job. It currently is 
handling more than 80 percent of all supplies used by the Air Force, in dollar 
volume. It has been in operation for 35 years, and has reached a stature com- 
parable with any supply system. The integration of the remaining 20 percent 
of supplies into our distribution and maintenance system will not change that 
system. Rather, it will permit a more effective use of that system. 

It has been suggested several times in your hearings that the armed services 
should have a single supply organization similar to the British Ministry of 
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Supply. Like the other civilian officials in the Defense Department, I do not feel 
that this would be the answer to our problems. The task of providing the supply 
needs of even a single service poses immense problems of management. To 
triple the size would make the problems even more unmanageable. Moreover, to 
do so would be discarding the experience of our highly efficient and economical 
American industries. 

When business concerns are relatively small, it is to their advantage to oper- 
ate under a single or centralized supply system. When they reach a certain 
size, however, the point of diminishing returns is reached. Thereafter, they 
require subordinate units to operate their own supply systems. General Motors 
is a good case in point. Its divisions handle their own supplies, including com- 
mon items. That company and many others have discovered that good supply 
management eschews the-cumbersome, ineffective, and costly centralized system 
after the point of diminishing returns has been passed. Each of the armed 
services, of course, is many times as large as General Motors in the number of 
items, amount of tonnage, and the number of dollars handled. 

In closing, let me assure you that we in the Air Force sincerely share your 
desire to minimize the cost of defense activities to the Government. All major 
actions in the supply field are given careful consideration by the responsible 
civilian and military officials. If you have any doubts about the wisdom or the 
efficiency of these actions, I hope you will give us an opportunity to explain tlie 
reasons which led to our decisions. 

Sincerely yours, 
R. L. GI-patric. 


APPENDIX 8 


CONGRESS OF THE UNITED STATES, 
HOUSE oF REPRESENTATIVES, 
Washington, D. C., September 15, 1951. 
Hon. Hervert C. BONNER, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN BONNER: It has been brought to my attention that your 
subcommittee from the House Committee on Expenditures in the Executive 
Departments is planning on being in the Far East theater during an investigation 
of the effectiveness of our military supply system. At the present time I am 
attempting to arrange my work so that I will be able to make an overseas study 
of certain activities of our Federal agencies. 

I realize it is difficult to plan ahead to a great extent. However, I will make 
every effort in setting up my schedule to have a program flexible enough to per- 
mit me to participate with you in the valuable work of your group. 

It was thoughtful of you to suggest my joining the subcommittee en route, and 
I shall hope to see you then. 

With best wishes, 

Sincerely yours, 
JOHN F. KENNEDY. 


APPENDIX 9 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., January 20, 1952. 
Hon. HEeRsBeErt C, BONNER, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN BONNER: At your request I am happy to forward to your 
subcommittee a few of the reactions which I had to certain phases of our expendi- 
tures overseas. I had an excellent opportunity in the course of my travels to 
evaluate certain areas of these expenditures. 

I know that the subcommittee will be interested in these views because they 
pertain quite closely to the interest you have maintained in the military and 
economic overseas programs. 

We have embarked on a world program for mutual security. A review of our 
activities outside the continental limits of the United States indicates that the 
friendly nations, while emphasizing the security nature of their relationship, 
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have not given equal stress to the mutuality necessary for common defense in 
many phases of these programs. 

My interest has been especially alerted to our appropriations for military air 
construction sites and depots in, for instance, North Africa and France. In 
regard to the French sites offered, it would appear that they are apparently not 
primary choices. Indeed much evidence is available to indicate that we have no 
assurances as to leasing, mutual use, or possible American property title to these 
sites. 

A further consideration, a French interior tax which approximates 16 percent 
levied on projects of a nature so essential to France would indicate that some 
speedy cooperation should be undertaken between the United States and France 
to resolve the need for this taxation since these sites are of as necessary a nature 
to France as they are to us. 

In this regard, also, I would like to interest your subcommittee in the costs 
which are apparently being assessed against the United States for traffic move- 
ments across the interior of many of the countries of our allies in Europe. It is 
difficult to understand that in moving our troops across the terrain of an ally—in 
effect coming to their rescue in a crisis—the American taxpayer must be charged 
a high price for that privilege. 

In the Far East much military construction and building is proceeding before 
a definite assurance on policy has been devised, capable of linking these programs 
to possible future use of installations in these areas. 

Aside from the substantive points referred to there would appear to be a lack 
of proper utilization of personnel overseas. It would appear that Government 
service within the United States should be used as the basis for filling of assign- 
ments in these important programs in foreign countries. Transfers of personnel, 
especially military, should not be regarded as routine where they merely mark 
time until a relief is indicated. 

A study should be made of the present situation to remedy defects in adminis- 
tration so that enthusiasm, initiative, and improved administration could be 
brought to these areas. 

Finally, since we depend on our allies for their part in global defense, we 
should not forget that they, in effect, lean to a great extent on us for recognition 
and financial support. It should be brought to the attention of the Congress that 
a firmed-up policy should be instituted in our relationship with these nations. 
Every commitment should be thoroughly scrutinized and every safeguard insisted 
upon as a prerequisite to financial aid. 

I hope that these views may be of some value to you in the work of your 
subcommittee. 

Sincerely yours, 
JOHN F. Kennepy, Member of Congress. 


APPENDIX 10 


BIBLIOGRAPHY FOR BONNER SUBCOMMITTEE OVERSEAS INVESTIGATIVE TRIP 
OcroBER 20 TO DECEMBER 5, 1951 


On Active Service in Peace and War, Henry L. Stimson and McGeorge Bundy, 
1947-48. 

The Forrestal Diaries, the Viking Press, 1951. 

. Speaking Frankly, James F. Byrnes, Harper Bros. Publishing Co., 1947. 

United States Naval Logistics in the Second World War, Duncan Smith Bal- 
lantine, Princeton University Press, 1947. 

Crusade in Europe, Dwight D. Eisenhower, Garden City Publishing Co., 1951. 

. Global Mission, Henry Harley Arnold, Harper Bros. Publishing Co., 1949. 

. Our Jungle Road to Burma, Robert L. Hichelberger, Garden City Publishing 

Co., 1951. 

. United States Government Organizational Manual, 1951-52 (GPO). 

. The Midyear Economic Report of the President, by the Council of Economic 

Advisors, transmitted to the Congress July 238, 1951 (GPO). 

. A Decade of American Foreign Policy, Basie Foreign Policy Documents, 

1941-49, prepared at the request of the Senate Committee on Foreign 

Relations by the staff of the committee and the Department of State, Sen- 

ate Document No. 123, Eighty-first Congress, first session. 
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11. International Financial Statistics, volume 4, No. 9, September 1951, Inter- 3 
national Monetary Fund, Washington, D. C. 

12. The Administration of Foreign Affairs and Overseas Operations, a report 
prepared by the International Studies Group of the Brookings Institution, 
for the Bureau of the Budget, 1951 (GPO). 

13. Creating a Commission to Study the Administration of Overseas Activities 
of the Government, and to Make Recommendations to the Congress with 
Respect Thereto, Committee on Expenditures in the Executive Depart- 
ments, Senate Report No. 5438, July 11, 1951; also Hearings on S. 1166, 
May-June 1951; Eighty-second Congress, first session. 

14. A Commission to Study Overseas Activities of the Federal Government, Hear- 
ings on H. R. 3408 and H. R. 3697, June-August 1951, House Committee on 
Expenditures in the Executive Departments, Eighty-second Congress, first 
SesSS1LON, 

15. Economie Cooperation Administration, Twelfth Report to Congress, March 
81, 1951. 

16. Foreign Aid, Final Report of the House Select Committee on Foreign Aid 
(Herter Committee), House Report No. 1845, Eightieth Congress, second 
session. 

17. Voluntary Foreign Aid, the Nature and Scope of Post-War Private American 
Assistance Abroad, With Special Reference to Europe, A Study by a Special 
Subcommittee of the House Committee on Foreign Affairs, Eightieth Con- 
gress, second session (subcommittee print). 

18. United States Foreign Aid Programs in Europe, a Report of the Subcom- 
mittee of the Committee on Foreign Relations, on United States Economic 
and Military Assistance to Free Europe, Senate Document No. 56, Eighty- 
second Congress, first session. 

19. Cooperative Housing in Europe, A Report of the Banking and Currency 
Subcommittee Investigating and Studying European Housing Programs, 
Senate Document No. 148, March 10, 1950, Eighty-first Congress, second 
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